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2017 Tax Rate Schedules

Single—Schedule X Head of household—Schedule Z
if taxable of the If taxable of the
income is: But not amount income is: But not amount
Over— over— The tax is: over— Over— over— The tax is: over—
7 0 LI E 7 . pe—— 0% $ 0 - 0 $ 13350 EER— 10% 5 0
9,325 37950 $§ 93250+ 15% 9,325 13,350 50800 § 1,335.00 + 15% 13,350
37,950 91,900 522625 + 25% 37,950 50,800 131,200 6,952.50 + 25% 50,800
91,900 191,650 18,713.75 + 28% 91,900 131,200 212,500 27,052.50 + 28% 131,200
191,650 416,700 46,643.75 + 33% 191,650 212,500 416,700 49816.50 + 33% 212,500
416,700 418,400 120,910.25 + 35% 416,700 416,700 444,550 117,202.50 + 35% 416,700
418,400 121,505.25 + 39.6% 418,400 444,550 126,950.00 ~ 39.6% 444,550
Married filing jointly or Qualifying widow(er)— Married filing separately—Schedule Y-2
Schedule Y-1
If taxable of the if taxable of the
income is: But not amount income is: But not amount
Over— over— The tax is: over— Over— over— The tax is: over—
] 0 18650 0 ... 0% $ 0 5 0 S B3I e 10% s 0
18,650 75,900 $ 186500+ 15% 18,650 9325 37,950 $§ 93250+ 15% 9,325
75,900 153,100 10,452.50 + 25% 75,900 37,950 76,550 5.226.25 + 25% 37,950
153,100 233,350 29,752.50 + 28% 153,100 76,550 116,675 14,876.25 + 28% 76,550
233,350 416,700 52,222.50 + 331% 433,350 116,675 208,350 26,111.25 + 33% 116,675
416,700 470,700 112,728.00 + 35% 416,700 208,350 235,350 56,364.00 +~ 15% 208,350
470,700 FIE. 131,628.00 + 39.6% 470,700 235,350 65,814.00 + 39.6% 235,350
2018 Tax Rate Schedules
Single—Schedule X Head of household—Schedule Z
If taxable of the If taxable of the
income is: But not amount income is: But not amount
Over— over— The tax is: over— Over— over— The tax is: over—
5 0 5 9525 — 5 0 5 0 S13600 9000 iseeses 0% 5 0
9.525 38700 $ 95250 ~ 12% 9,525 13,600 51.800 $ 1.360.00 + 12% 13,600
38,700 82,500 4,453.50 + 22% 38,700 51,800 82,500 5,944.00 + 22% 51,800
82,500 157,500 14,089.50 + 24% 82,500 82,500 157,500 12,698.00 + 24% 82,500
157,500 200,000 32,089.50 + 32% 157,500 157,500 200,000 30,698.00 + 32% 157,500
200,000 500,000 45,689.50 + 35% 200,000 200,000 500,000 44,298.00 + 35% 200,000
500000 @ ......... 150,689.50 + 37% 500,000 500,000 149,298.00 + 37% 500,000
Married filing jointly or Qualifying widow(er)— Married filing separately—Schedule Y-2
Schedule Y-1
If taxable of the If taxable of the
income iis: But not amount income is: But not amount
Over— over— The tax is: over— Over— over— The tax is: over—
5 0 $1905%0 e 10% 5 0 3 0 § 9525 00 e 0% § 0
19.050 77400 S5 1,905.00 + 12% 19,050 9525 38,700 $ 95250 +12% 9525
77,400 165,000 8,907.00 + 22% 77,400 38,700 82,500 4,4531.50 + 22% 38,700
165,000 315,000 28,179.00 + 24% 165,000 82,500 157,500 14,089.50 + 24% 82,500
315,000 400,000 64,179.00 + 32% 315,000 157,500 200,000 32,089.50 + 32% 157,500
400,000 600,000 91.379.00 + 35% 400,000 200,000 300,000 45,689.50 + 35% 200,000
600,000 ......... 161,379.00 + 37% 600,000 300000 @ ... 80,689.50 + 37% 300,000




Tax Formula for Individuals

income (broadlydefined)............cociiiiiiiiiiiiiiiiiii i an S0 00K
S PN OB, . . ..o rnieincssessnacsacanssssnsomessssasmennsnsssnsanssnssssns S0, 2000
Less: Deductions for adjusted Qross INCOME. . .......cuveeacurriisrssnsnanessrssses (x,200¢)
T ] Y R R R S PR T AR SRR P e S0 00K
Less: The greater of —

Total itemized deductions

OF SERNCIN CICEION . o oo s vrnainsrssrsiosissrsbsrermrssyssaninsisnssnsvensss [, 200¢)
Less: Personal and dependency exemplions®. . .. ..........iiiiiiiiiiiiiiriaaaaaaas {x,300¢)

Deduction for qualified business INCOmME™ . ... ...cooiiiiiirririisrarnenes {x,200¢)
L T T R R A e S S P L e s A oS LR S L P Pt S, 008
T O LA A IO, . . .\ttt iarassasacanassosssnamasassassasasnaannnnss 5 200
Less: Tax credits (including Federal income tax

withheld and prepaid).........cccoviiniineianiisrisssnassssassssnassssssnss (a0
Taxdue{orrefund). .............cooiin 5
*Exemption deduttons are not allowed from 2014 theough 2025
*20nly applies from 2018 through 2025.

Basic Standard Deduction Amounts

Filing Status 20017 2018
Single 5 6,350 $12,000
Married, filing jointly 12,700 24,000
Surviving spouse 12,700 24,000
Head of household 9350 18,000
Married, filing separately 6,350 12,000

Amount of Each Additional Standard Deduction

Filing Status 2017 2018
Single 51,550 $1,600
Married, filing jointly 1,250 1,300
Surviving spouse 1,250 1,300
Head of household 1550 1,600
Married, filing separately 1,250 1,300

Personal and Dependency Exemption

2017 2018

54,050 54,150

*Note Exemption deductions have been
suspended from 2018 through 2025,
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PROFESSIONAL EDUCATION®

Powerful preparation.
Maximum confidence.

The right tools to help prepare you for the Exam

M|

With Becker Professional Education, you get a fully integrated
CPA Exam Review course that helps you:

I' Tal MOVE BEYOND MEMORIZATION TO APPLICATION CPA SkillMaster Videos
i_‘-’-_1 interactive simulations and videos move you beyond memaonzation, Tackle Task-Based Simulations
e

nelping you apply concepts — a critical component of the CPA Exam with confidence Our

expert instructors take you

through the most complex
questions step-by-step

LA STUDY SMART it's like having your
| 110 Adaptil pre-assessment provides you a recommeéended study path own CPA cmch'

) TRACK PROGRESS AND BUILD CONFIDENCE

,*'_"""gl Mock exams progress tests and a study planner help you focus on where you need the most help
— | LEARN WHAT'S NEEDED
= i N
| =\ Study with a course that replicates the CPA Exam
-0
£ CHOOSE FROM 3 FLEXIBLE COURSE FORMATS
'.“ Choose from Self-Study, LiveOnline or Live Classroom formats

H®E @@ o the CPA review

.. IF- i ey = it - T ATET . 3 FEr T i
fessional Education. 5005 Hichiand Parioway. Down o. IL 605155799 Learn more at becker.com






AMT Formula for Individuals

Taxable income (increased by any standard deduction taken)
Plus or minus: Adjustments

Plus: Preferences

Equals: Alternative minimum taxable income (AMTI)
Minus: Exemption

Equals: Alternative minimum tax (AMT) base
Multiplied by: 26% or 28% rate

Equals: Tentative minimum tax before foreign tax credit
Minus: AMT foreign tax credit

Equals: Tentative minimum tax (TMT)

Minus: Regular tax ability (less any foreign tax credit)
Equals: AMT (if TMT > regular tax liability)

2017 AMT Exemption and Phaseout for Individuals

Phaseout
Filing Status Exemption Begins at Ends at
Married, filing jointly 584,500 $160,900 5498.900
Single or Head of household 54,300 120,700 337,900
Married, filing separately 42,250 80.450 249,450

2018 AMT Exemption and Phaseout for Individuals

Phaseout
Filing Status Exemption Begins at Ends at
Married, filing jointly 5109400 51,000,000 $1,437,600
Single or Head of househaold 70,300 500,000 781,200

Married, hling separately 54,700 500,000 718,800




Income Tax Rates—Estates and Trusts

Tax Year 2018

Taxable Income The Tax Is:
Of the
But not Amount
Over— Over— Over—
5 0 § 2550 10% s 0
2,550 9.150 5 255.00 + 24% 2,550
9,150 12,500 1,839.00 + 35% 9,150
12,500 3,011.50 + 37% 12,500

Income Tax Rates—C Corporations,
2018 and after

For all income levels, the tax rate is 21%.

Tax Formula for Corporate Taxpayers

Less: Tax credits and prepayments.
Tax Due (or refund). .

llllllllllllllllllllllll

5 w0, XX
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ProConnect™ Tax Online

Work like a pro.

Get the #1 cloud-based professional
tax software for free."?

Go beyond the basics and connect with the modern tools you need to work efficiently.

* Work with confidence.
Get returns done right the first time with access to all the forms you need, backed by
industry-leading calculations and diagnostics.

¢ Work smarter.
Save time with logical data-entry worksheets instead of traditional forms-based methods.
Plus, get quick training resources 50 it's easy to stay up to speed.

* Work from anywhere.
It's all online, so there’s nothing to install or maintain. And whether you're on your mobile
phone or laptop, PC or Mac — you're always good to go.

Visit TaxEducation.Intuit.com to get started.

Only one sign-up per student. No special code required. If you have trouble accessing or using
the software, reach out to us at taxeducation_support@intuit. com anytime for help.
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Preface

COMMITTED TO EDUCATIONAL SUCCESS

4 outh-Western Federal Taxation (SWFT) is the

'most trusted and best-selling series in college
taxation. Wc are focused exclusively on providing the
most usclul, comprehensive, and up-to-date tax exis,
online study aids, tax preparation tools, and research
tools to help instructors and students succeed in their
tax courses and bevond

SWFT is a comprehensive package of teaching and
leaming materials, significantly enhanced with cach odi
ton o meet instructor and student needs and o add
overall value to leaming taxation

Essentials of Taxation: Individuals and Business
Frtitfes, 2019 Fdition provides a dynamic leaming expe-
ricnce inside and ouwside of the classroom. Built with
resources and tools that have been identified as the most
important, our complete learing svstem provides options
for students to achieve success.

Essentials of Taxation: Individuals and Business
Entiries, 2019 Edition provides accessible, comprehensive,
and authoritative coverage of the relevant tax code and
rt'1.,l|u|,|li1 s s lill“!. i‘u:-lr.lin tor the individual or business
taxpayer, as well as coverage of all major developments
in Federal Taxation. This edition has been fully updated
and revised 1o reflect changes included in the Tax Cuts
and Jobs Act of 2017,

In revising the 2019 Edition, we focused on:

* Accessibility. Clarity. Substance. The 1exi
authors and editors made this their mantra as
they revised the 2019 edition. Coverage has

been streamlined to make it more acoessible
1o students, and dithcult concepts have been
clarilied, all without losing the substance
that makes up the Sourh-Western Federal
Telxalton senes

Developing professional skills, SWF1 cxcels
in bringing students to a professional level in
their tax knowledge and skills, to prepare them
for immediate success in their careers. Tn this
regard, we include development of speaking

and writing communications skills, the use of ax
preparaion and tax research software, onentation
toward success on the CPA exam, consideration
of the time value of money in the tax planning
PrOCess, and fac |||1!_.' with advanced .|j‘-;'r|iu.|.T1:u1.-

ol spreadshect construction

CengageNOWv2 as a complete learning
system. Ccngage Leaming understands that
digital learming solutions are central to the
classroom. Through sustained research, we
continually refine our leaming solutions in
CengageNOWv2 1o meet evolving studemt and
instructor needs. CengageNOWw2 [ullills learmning
and course management needs by offering a
personailized study plan, video lectures, auto
graded homework, auto-graded tests, and a full
cBook with features and advantages that address
common challenges




Learning Tools and Features to Help Students Make the Connection

S WLV WEQIOIN . We understand that students struggle with leaming difhicult tax code

concepts and applying them to real-workd scenarios. The 2019 edition uses color 1o bring the text 1o life

capture student attention, and present the tax code in a simple, yet logical format

4 Sclected content is streamlined
10 guide studemis in focusing
on the most important concepis
for the CPA Exam while still
providing in-depth coverage of
LopIcs,

< Examples are clearly labeled and
directly follow concepts 1o assist
with student application. An e S
average of over 40 examples in
each chapter use realistic situations
o illustrate the complexities ol
the tax law and allow students 1o

- i LR e L

integrate chapter concepts with

llustrations and examples. e e

iw




COMPUTATIONAL EXERCISES: students need lots of practice in areas such as computing tax retum

problems and adjusting rates. We have developed these exercises to give students practice in calculating the solutions they
need to make business decisions

J Found in end-of- hapter section of the wextbook

< CengageNOWv2 provides algorithmic versions of these problems

1. R Marne and Ethan form Roundiree Corporation with the transter of the fol

lowing. Marie performs personal services for the comporation with a fair mar-
ket value of 380,000 in exchange for 400 shares of stock. Frhan contributes an
mnstallment note receivable (basis $25 000 Bur market value $30.000), and (basis
$50,000: tair market value $170,000), and inventory (basis $100,000: Fair market
vialue $120,000) in exchange for 1,600 shares. Determine Marie and Ethan’s current
income, gain, or loss; calculate the basis that each takes in the Roundtree stock

[

2. O Grady exchanges qualified property, basis of $12,000 and fair market value

of $18,000, for 60% of the stock of Eadie Corporation. The other 407% of the
stock 1s owned by Pedro, who acguired il live vears ago. Calculate Grady ‘s currenl
mcome, gain, or loss and the basis he takes in his shares of Fadie stock as a result
of this rransaction

3. S Jocelyn contributes land with a basis of $60,000 and fair market value ol

SO0, 000 and inventory with a basis of $5,000 and fair market value of $8. 000

in exchange for 100 ol Zion Corporation stock. The land is subject w a $15,000

morgage. Determine Jocelvn's recognized gain or loss and the basis in the Zion
stock received

BECKER PROFESSIONAL EDUCATION REVIEW QUESTIONS: end-of-chapter CPA review
P

gquestions from Becker PREPARE STUDENTS FOR SUCCESS. Students review Key concepts using proven questions from Becker

Professional Education™—one of the industry’s most elfective tools to prepare for the CPA Exam.

d Located in select
end-ol-chapter sections

= : I e bermepey 1, vear 5, Olinio Gorp., an socrual basts, calermdar yoan CURC T 0T b il Tl
- I.+|£H‘L'".| Iﬂ’ conceptl n had $35.000 i scoumulsted carmings and poolis. For vear 5, Olisto had cumend _ﬂ BI_{[\I_R
{:{'ITH.'!.H[“'\:{ My 2 camanggs pnd paodics of $15,000 and mede mo 3490 0650 cash dissvilsiores o (B shan
PRSI S, OF A AW 1wl s S vilsier o wear 5 "Whad s il e v §

il vt b Clissilie] s dividersd iy oy O EG S sd et e dlers

< Similar questions 1o what

| 1 KK} i % Wl
students would actually b L4500 \ SO0
F « 12 .
find on the CPA Exam 2 Pow Coicn omed 2000 s of Delly Con. soick: et 3¢ st Tt vasir: 0 fo
¥ e In yeur B aten the lar mari A thae [k k was b3 per
| i | Sl i } g Bl T ] TERT R F! | R e |
10 | Sraair e W
i ki, O o 1
% Wil P b7
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See how the SWFT series helps students understand the big picture
and 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, familics, careers, and tax
situations of I"..'E'lu ,l] incliv u||!|,s] o husiness ﬂi:‘h
Studdents will follow the Family, individual, or other
taxpaver throughout the chapter showing students
how the concepts they are learning play out in
the real world.

Finally, to solidify student comprehension, cach
chapter concludes with a Refocus on the Big
Picture summary and tax planning scenarnio. These
scenarios apply the concepts and topics from the

chapter in a reasonable and professional way

BRIDGE DISCIPLINE BOXES AND

END-OF-CHAPTER QUESTIONS:
Bridge Discipline boxes throughout the

ot B RS B4 ALY Ll Pl i Sy e Tl el el S Al el e

text present material and concepts from other s ol st R A il o N s e It v

e eyl cF e s e Ykl e faile dal Ry sl s @climyg B bl oF dd fare lelee

P (e i En BT A prrdes mowe Seer e I R e

disciplines such as economics, financial accounting,

AT N R ARy = TR e peia T R T

- + - Lageaols ol bl o WS L ok U A ol i ol il eilbEialio el . R Ly a1
law, and hinance. They help to bridge the gap e ety oo atet e . g e 4 i, 1 e g e e

7 _ e rrmra—ed Stpeie oeewr lwwe®) ed lmes w §oobme s pd b sy Sy eesipepe 4 mere ow Bep
between tixation issues and issues raised in other st ot Pkt b P shatmsa i s bt s ar i

business courses. Bridge Discipline gquestions, in
the end-of-chapter material, help test these concepis
and give students the chance to apply concepts

they've leamed in the Bridge Discipline boxes

FINANCIAL DISCLOSURE INSIGHTS:

Tun Loswes uml tse Duerred Tax Tax professionals need to understand how
taxes aftect GAAP hnancial statements. Financial
et e b o e, e £ : = Disclosure Insights, appcaring throughout the

Text, se Curreni clata about exishing Li"{]'!:i."-'t‘f"i 1y

highlight book-tax reporting differences, effective
tax rates, and wends in reporing conveniions

DIGGING DEEPER: Designed

to help students go further in their

knowledge of certain wopics, Digging

Deeper links within the text provide e ———— e
more in-depth coverage than the text

provides. Digging Deeper materials

can be tound on the book’s website al

www.cengage.com,

vi




TAX PLANNING FRAMEWORK: 1o

demaonstrate the relevance of tax planning for T T
business and individual taxpavers, Essentials T ———
of Taxation: Individuals and Business Snitesteni-ee D S
Entities presents a unique tax planning

framework. Introduced in Chapter 1,

this framework extends o a series ol Tax
Planning Strategies incorporated throughout

Vaa ¥ o e

BTl il r PO e o7

(B2 ot msT e o prarbe

- B e E W D T oF - Seci e Bk il LY e nakis

plus S = e = popwrd mm feaene

o pa LI RS o

BuF sbed r e o o

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 effects that careful tax planning can have in today’s world.

M waew. Tar Fas

S TAX PLANNING STRATEGIES: 1he ux planning
framework extends to subsequent chapters as Tax
Planning Strategies boxes that arc ned to the

topical coverage of the chapters. Planning Strategies

il o Sty g maal mepdeiny e W . il =
ot by ey n ke il e ok meirn ¢ ow i Fws ke b e w Smwed
B Pl Wi Pt @ LR L e e
Ir b P Farsiey o wly o B ik o Ty b

Lp T e L o Tt
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IS A it | Sk maa whM v AT b Bl Sol 0 often contain examples to further ilustrate the

w7 B 7L S afie e s i plE ey = rm v S
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concept for students. Because some tax planning

strategies do not fit neatly into the frmework, the

e el | L e B s e sl 0 e T e P o 6y i L P il TRl

Pl SR e | et
T T ] -

WETEE TET. (P oF Pk ¥ AT
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AT rmmemmryme—~ | text also provides tax planning strategies called
IITSISTRIS IS EISMIIITINATITT | Thinking Outside the Framework.
rid & T DR Ve BoF e e Rl R b e S T R R AL IR b mes & P s

GLOBAL TAX ISSUES: The

Global Tax Issues [cature gives

b ulmp sl el

Fabbi Gt b
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insight into the ways in which
taxation is affected by international
concerns and illustrates the elfects
of various events on tax liabilities

across the globe
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Take your students from Motivation to Mastery with CengageNOWv2

CengageNOWv2 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 -4 MOTIVATION: engage students and better prepare them tor class

MASTERY

APPLICATION
% 2% . g - skills to guide them to complete taxation problems on their own

J APPLICATION: help students leam problem-solving behavior and

- MASTERY: help students make the leap from memorizing conceplts
Lo actual critical thinking

Many instructors find that students come
to class unmotivated and unprepared, To
help with engagement and preparsdness,
i.”r'nl-.,[,i:_.:r"'{{ MWv2 For SSWFT offers:

< “Tax Drills” test students on key
concepts and applications. With
three to five questions per leaming
objective, these “guick-hit™ questions
help  students  prepare for  class

lectures or review prior [0 an ¢Xam

students need to learn  problem-solving
behavior and skills, © guide them 10
complete taxation problems on their own

- , .- T However, as students try 10 work through
— homework  problems, sometimes  they
become stuck and need extra |'1;'|['- To
reinforce concepts and keep students on the
- right track, CengageNOWv2 for SWFT offers
T the following

J End-of-chapter homework from the
text is expanded and enhanced o follow

the workflow a 131nr':,--=w|ur1,|i would use

— e e —————— o solve various client scenarios. These
enhancements better engage  students
and encourage them to think like a tax

professional
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< Algorithmic versions ol end-of-chapter homework are available for computational exercises and at least

15 problems per chapter

J “Check My Work"” Feedback. Homework questions include immediate feedback so students can leam as they
| !
go. Levels of feedback include an option for “check my work™ prior to submission of an assignment

- Post-Submission Feedback. Alter submitting an assignment, students receive even more exiensive leedback
explaining why their answers were incomrect. Instructors can decide how much feedback their students receive

and when, including the full solution

< Built-in Test Bank [or online assessmoent,

- Tax Form Problems give studenis the :
option 0 complete the Cumulauve Intust A
I'roConnect Problems and other homework -
items found in the end-of-chapter manually
or in a digital environment

4 “What-If" Questions allow students to
develop a decper understanding of the
material as they are challenged to use their

: =
prior knowledge of the tix situations and
critically think through new auributes to
determine how the owtcome will « h.iH:i.Lr'
< An Adaptive Study Plan comes complete —
with an eBook, practice quizzes, (ross-
word puzzle, glossary, and Hashcards. It is M ua
designed o help give students additional —=- .
support and prepare them for the exam -
CengageNOWv2 Instant Access Code ISBN: —
78-1-337-70376-5 ——
Contact vour Cengage lLearning  Consultant s
about different bundle options
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EXTENSIVELY REVISED. DEFINITIVELY UP TO DATE.

Fach vear the South-Western Federal Taxation scrics
is updated with thousands of changes to cach 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 corre-
spondence with our authors and team members. Other
changes come from our careful analysis of the evolving
tax environment. Every tax law change relevant to

the introductory taxation course was considered,
summarized, and fully integrated into the revision
of text and supplementary materials, This edition
is fully updated and revised to reflect changes
included in the Tax Cuts and Jobs Act (TCJA) of
2017. (Public Law 115-97; 12/22/17).

The South-Western Federal Taxation authors
have made every effort to keep all materials up to date
and accurate. All chapters contain the following general

changes for the 2019 Edition.

= Updated matcrials to reflect changes made by
Congress through legislative action.

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

» Revised numcrous materials as the result of
changes caused by indexing of statutory amounts.

* Revised Problem Materials, Computational Fxer-
cises, and CPA Exam problems.,

* Updated Chapter Outlines to provide an overview
of the material and 1o make it easier (o locate
specific topics.

* Revised Financial Disclosure Insights and Global
Tax Issues as to current developments,

In addition, the following materials are available online,

* An appendix that helps instructors broaden and
customize coverage of important tax provisions
of the Affordable Care Act. (Instructor Companion
Website at www.cengage.com/login)

* The Depreciation and the Accelerated Cost Recov-
ery System (ACRS) appendix. (Instructor Compan-
ion Website at www.cengage.com/login)

* The Taxation in the Real World weekly blog posts
for instructors. (https://community.cengage
com/t5/Taxation-in-the-Real-World-Blog/
bg-p/taxationinthercalworldblog)

Chapter 1

» Updated Exhibit 1.1 (Federal Tax Revenues) and
Exhibit 1.4 (IRS Audit Types and Rates) with
current data,

* Revised text to reflect the TCJIA of 2017 and revised
various inflation-adjusted information in the chapier.

* Added a new Research Problem 1o analyze a soda
tax or sweetened beverage tax proposal against
the AICPA's Principles of Good Tax Policy.

Chapter 2

* Created a new fact pattern for the Big Picture,

* Updated the Conference Committee Exhibit 2.2 for
the TCJA of 2017,

Chapter 3

* Referenced the revised revenue recognition rules
required by GAAPR

* Revised the comments regarding the balince sheet
treatment of the deferred tax accounts,

* Updated data for goodwill on the balunce sheet
tor certain 118, corporations.

* Updated end-of-chapter matenials, including
Research Problems (including a reference to a
recent Institute on Taxation and Economic
Policy report).

Chapter 4

= Updated for changes made by the TCJA of 2017,
such as 10 accounting methods and tax rates.

* Added basics of FBAR reporting requirements
( Digging Deeper 4).

Chapter 5

* Added new materials related to the TCJA of
2017, including accounting method changes for
both accrual and cash method corporations,
executive compensation issues (including
performance-based compensation now covered
by the $1 million limit, changing the definitions
of “covered emplovees™ and “publicly held
corporation”), expanding the disallowance for
fines and penaltes, and disallowing deductions
for local lobbying expenses.

* Updated material on research and experimental
expenditures for changes made by the TCJA
of 2017,

* Updated materal to reflect TCJA of 2017 changes,
including expanded immediate expensing,
unlimited bonus depreciation, and changes to
listed property rules.

* Added materials and examples related 1o using
immediate expensing and bonus depreciation
effectively.

* Maodified other existing materal o reflect changes
dictated by the TCJIA of 2017,
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Chapter 6 Chapter 10
* Added LO 11 and text Section 6-8 on the excess « Added a crowdfunding question to the Big
business loss limitation rule added by the TCJA Picture.

of 2017,

Updated casualty loss materials 1o reflect that
personal casualty losses only allowed if due to a
Federally declared disaster. Updated materials on
personal casualty gain and loss netting,

Revised net operating loss materials updated for
changes by the TCJA of 2017.

Made changes for darity and simplicity.

Updated end-of-chapter materials to reflect
changes made by the TCJA of 2017.

Chapter 7

Updated and revised for TCJA of 2017 changes.
Added communications component to several
end-of-chapter problems.

Identified end-of<chapter problems that include a
critical thinking component.

Chapter 8

Modificd the materials related to the definition
of capital assets based on TCJA of 2017 changes
(related 10 patents).

Maodified the material on the calculation of the
alternative tax on net capital gains and qualified
dividend income to reflect changes made by the
TCJA of 2017.

Updated end-of-chapter materials for the TCJA of
2017 and identified critical thinking items.

Added communications requirements 1o several
end-of-chapter problems.

Chapter 9

Eliminated leaming objective and section on
personal exemplions.

Added new section on AMT and NIT,

Updated 1o reflect changes made by the TCJA of
2017, including tax rates, standard deduction, the
child and dependent tax credits, AMT, and the
new calculation of the kiddie tax,

Added information about new Form 10405R that
starts in 2019.

Updated chapter materials to reflect inflation
adjustments.

Revised and clarified materials as needed through-
out the chapter.

Updated end-of-chapter materials to reflect TCJA
of 2017 changes and inflaton adjustments.

= Made maodifications 1o remove miscellaneous
itemized deduction due to the TCJA of 2017,

* Updated to reflect changes made by the TCJA
of 2017, including deductions and the child and
dependent tax credits,

* Updated chapter materials to reflect inflation
adjustments.

* Revised and clarified malerials as needed
throughout the chapter.

* Updated end-of-chapter materials to reflect TCJA
of 2017 changes and inflation adjustments,

Chapter 11

* Streamlined coverage throughout the chapter;
added multiple examples o illustrate text
matcrial.

* Updated materials for inflation adjustments.

* Clarified discussion of employee v. contractor
1SSUCS,

= Explained the effects of TCJA of 2017 on various
cmployee expenses, including meals and enter-
tainment, teachers’ expenses, moving costs, and
legacy itemized deductions,

* Provided extensive matenials concerning the
deduction for qualified business income.

* Added material concerning documentation of
employee expenditures.

Chapter 12

* Updated for the TCJA of 2017.

* Added new content on the business interest
deduction limitation, excessive executive
compensation, and restrictions on corporate
accumulations.

* Revised end-of-chapter matenials extensively o
reflect TCIA of 2017 changes; added communi-
cations component 1o several problems; added
Microsoft Excel component to one problem.

Chapter 13

* Updated chapter for changes made by the TCJA of
2017, including tax rates and repeal of the § 199
deduction.

* Revised and updated chapter materials as needed;
clarified chapter matenals when necessary.

* Updated end-of-chapter materials as needed.
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Chapter 14

» Clarified definitions of general and limited
partners,

= Streamlined discussion of four major types of
partnerships.

* Changed from “nonliquidating distribution”™
to “current distribution”™ throughout, but kept
reference to nonliguidating distributions as an
alternative term.

« Integrated a discussion of the deduction for
qualified business income as it pertains to
partnerships and limited liability entities.

* Clarified and expanded comparisons of
partnerships and C corporations (and aggregate
and entity theories) throughout.

Chapter 15

* Revised materials affected by the TCJA of 2017,
including the application of the § 199A deduction.

* Clarified AAA treatment of unrecognized losses for
distributed property.

Chapter 16

= Updated for changes made by the TCJA of 2017
regarding international provisions.

Chapter 17

* Revised business credit materials affected by the
TCIA of 2017, including the rehabilitation tax credit,
foreign tax credit, and the new family leave credit.

* Revised material affected by the TCIA of 2017,
including individual AMT exemption amounts and
repeal of corporate AMT,

* Expanded solution and explanations for Microsof
Excel problems.

Chapter 18

* Clarificd the availability of limited liability by
business entities at the state level,

* Revised materials affected by the TCIA of 2017,
including 1ax rates, distribution policics, the
application of the § 199A deduction, and the
usc of NOLs.

TAX LAW OUTLOOK

From your SWFT Series Editors

Given the significant changes made by the Tax Cuts and Jobs Act of 2017, we are anticipating guidance from
the Treasury Department and IRS in many areas, including the qualified business income deduction, excess
business losses, net operating losses, and various changes to itemized deductions Gincluding the cap on state
and local taxes). Taxpavers and their advisors will be evaluating how all of these changes affect their financial
planning strutegies and will adjust their plans appropriately.

Small businesses will deliberate about the tax and legal form in which they should organize, taking into
account the QBI deduction and other 2017 tax law changes. State and local issues will focus on the forms
of interstate transactions and new definitions of nexus, and multinational businesses will deal with the new
rules that move toward a territorial approach to cross-border taxation.

The SWFT editors will be monitoring these activities and provide updates 1o adopters as needed.




PREFACE xiii

SUPPLEMENTS SUPPORT STUDENTS AND INSTRUCTORS

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

Online and Digital Resources
for Students

-
# CENGAGENOW.2

CengageNOWv2 is a powerful course management and
online homework ool that provides robust instructor
control and customization to optimize the student learn-
ing experience and meet desired oulcomes,

CengageNOWvZ Instant Access Code ISBN:
978-1-337-70376-5

Contact vour Cengage Learning Consultant about differ-
ent bundle options,

THOMBOMN RELUTTEHE : ""m m W‘nl
CHECKPOINT is the lcading online tax

rescarch database used by pro-
fessionals. There are three simple ways Checkpoint™
helps introduce students 1o tax research:
* Intuitive web-based design makes it fast and
simple to find what you need.
* Checkpoint™ provides a comprehensive collection
of primary tax law, cases, and rulings along
with analytical insight you simply can't find
anywhere else.
* Checkpoint™ has built-in productivity tools such
as calculators to make rescarch morc clhcient—a
resource more tax pros use than any other.

six months' access to Checkpoint™ (after activation) is
packaged automatically with every NEW copy of the
textbook.®

inturt More than software: Put the
@ prﬂconmt experience of ProConnea™

Tax Online on your side.

* Get returns done right the first time with access
to all the forms you need, backed by industry-
leading calculations and diagnostics.

« Save time with logical data-entry worksheets
instead of traditional forms-based methods.

* It's all online, so there’s nothing 1o install or naintain,

Online access 1o ProConneat™ Tax Online software 1s
offered with each NEW copy of the textbook—at no
additional cost to students.*

C E N G AG E com Stuclents can use Cengage.com
' e 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 materals,
eHooks, and digital resources directly through Cengage
Learning and save at Cengage.com.

Online Student Resources

Students can go 1o www.cengage.com for free resources
o help them study as well as the opportunity 1o pur-
chase additional study aids. These viluable free study
resources will help students carn a better grade:

* Flashcards use chapter terms and definitions 1o aid
students in leaming tax terminology for each chapeer.

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

* Tearning objectives can be downloaded for each
chapter to help keep students on wack.

o Tax tables used in the extbook are downloadable
for reference.

7 » CENGAGE The first-of-its-kind digital

" UNLIMITED 25ecipion desigoed gpe-
cially 1o lower costs,
Students get total access to everything Cengage
has to offer on demand—in one place. That's 20,000
eBooks, 2,300 digital learning products, and dozens of
study tools across 70 disciplines and over 675 courses.
www.cengage.com/unlimited

Printed Resources for Students

Looseleaf Edition (978-1-337-70298-0)

This version provides all the pages of the text in an un-
bound, three-hole punched format for porability and
ease of use. Online access 1o ProConnect™ Tax Online
software is included with every NEW textbook as well as
Checkpoint™ from Thomson Reuters.*

*NEW printed copies of the texthook are amomatically packaged with acoess 10 Checkpoint™ and Intuit ProConnect™ Tax Online tax
software, If students purchase the eBook, they will not automatically receive access to Checkpoint™ and Intult ProConnect™ Tax Online
software, They must purchase the tax media pack offering both of these products. The ISBN s 978-1-337-70176-1 and can be purchased ar

WWW.CCngage.com.
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Comprehensive Supplements Support
Instructors’ Needs

=

# CENGAGENOWyv2

CengageNOWY2 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. In addition o
the Ieatures and benehits mentioned carlier for sudents,
CengageNOWV2 includes these features for instructors:
* Learning Outcomes Reporting and the abil-
ity 1o analyze student work from the gradebook.
Fach exercise and problem is tagged by topic,
leaming objective, level of difficulty, estimated
completion time, and business program standards
to allow greater guidance in developing assess-
ments and cevaluating student progress.
* Built-in Test Bank for online assessment. The
Test Bank files are included in CengageNOWY2 so
that they may be used as additional homework or

[esls.

Solutions Manual

Written by the South-Western Federal Taxation
editors and authors, the Solutions Manual features solu-
tions ammanged in accordance with the sequence of chap-
ter material.

Solutions to all homework items are tagged with
their Estimated Time to Complete, Level of Difhiculty,
and Learning Objective(s), as well as the AACSHs and
AICPA’s core competencics—giving  instructors  more
control than ever in selecting homework to match the
topics covered. The Solutions Manual also contains the
letiered answers (only) to the end-of-chapter Becker
CPA Review Questions. Awvailable on the Instructor
Companion Website at www.cengage.com/login.

PowerPoint” Lectures with Notes

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

Test Bank

Written by the Sowuth-Western Federal Taxation
editors and authors, the Test Bank contains approxi-
mately 2,200 tems 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
2019 Test Bank is available in Cengage’s test generator
software, Cognero.

Cengage Leaming 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 vour LMS, your classroom, or
wherever you want

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

Test Bank files in Word format as well as versions to im-
port into your LMS are available on the Instructor Com-
panion Website. Cognero Test Banks available via
single sign-on (550) account at www.cengage.com/
login.

Other Instructor Resources

All of the following instructor course materials are
available online at www.cengage.com/login. Once
logged into the site, instructors should select this extbook
to access the online Instructor Resources,
* Instructor Guide
* Edition-to-edition corrclation grids by chapter
* Detatled answer feedback tor the end-of-chapter
Becker CPA Review Questions in Word format
(Lettered answers only are available in the Solu-
tions Manual.)

* An appendix that helps instructors broaden and
customize coverage of important tax provisions of
the Affordable Care Act

* The Depreciation and the Accelerated Cost Recov-
ery System (ACRS) appendix

Custom Solutions

Cengage Learning Custom Solutions develops personal-
ized solutions to meet your taxation education neceds,
Consider the following for vour adoption of South-
Western Federal Taxation 2019 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
Sawyers/Gill's Federal Tax Research or your
state’s tax laws and regulations.
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