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The basic approach to teaching taxation hasn’t changed in decades. Today’s
student deserves a new approach. McGraw-Hill’s Taxation of Individuals
and Business Entities is a bold and innovative series that has been adopted

by over 300 schools across the country.

McGraw-Hill’s Taxation 1s designed to provide
a unique, innovative, and engaging learning ex-
perience for students studying taxation. The
breadth of the topical coverage, the storyline
approach to presenting the material, the em-
phasis on the tax and nontax consequences of
multiple parties involved in transactions, and
the integration of financial and tax accounting
topics make this book ideal for the modern tax
curriculum.

r“A lot of thought and planning went into the struc-
ture and content of the text, and a great product
was achieved. One of the most unique and help-
ful features is the common storyline throughout
each chapter.”

— Raymond J. Shaffer,
\ Youngstown State University / )

“This is the best tax book on the market. It’s very
readable, student-friendly, and provides great
supplements.”

— Ann Esarco,
McHenry County College

Since the first manuscript was written in
2005, 437 professors have contributed 478
book reviews, in addition to 26 focus groups
and symposia. Throughout this preface, their
comments on the book’s organization, peda-
gogy, and unique features are a testament to
the market-driven nature of Taxation’s
development.

“The Spilker text, in many ways, is a more logical approach than any other tax textbook. The text makes
great use of the latest learning technologies through Connect and LearnSmart.”

— Ray Rodriguez, Southern lllinois University—Carbondale
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A MODERN APPROACH
FOR TODAY’S STUDENT

“This text provides a new approach to the teaching of the technical material. The style of the text material
is easier to read and understand. The examples and storyline are interesting and informative. The arrangement
makes more sense in the understanding of related topics.”

— Robert Bertucelli, Long Island University—Post

Spilker’s taxation series was built around the following five core precepts:

L1
©

2
o

Storyline Approach: Each chapter begins with a storyline that introduces a set of characters or
a business entity facing specific tax-related situations. Each chapter’s examples are related to
the storyline, providing students with opportunities to learn the code in context.

Integrated Examples: In addition to provid- “Excellent text; love the story line approach and
ing examples in-context, we provide integrated examples. It’s easy to read and under-
“What if”’ scenarios within many examples stand explanations. The language of the text is very
to illustrate how variations in the facts | clearand straightforward.”

might or might not change the answers. — Sandra Owen, Indiana University—Bloomington

Conversational Writing Style: The authors took special care to write McGraw-Hill’s Taxation in
a way that fosters a friendly dialogue between the content and each individual student. The
tone of the presentation is intentionally conversational—creating the impression of speaking
with the student, as opposed to lecturing to the student.

Superior Organization of Related Topics:
McGraw-Hill’s Taxation provides two al-
ternative topic sequences. In the McGraw-
Hill’s Taxation of Individuals and Business
Entities volume, the individual topics gen- — Jacob Gatlin, Athens State University
erally follow the tax form sequence, with
an individual overview chapter and then chapters on income, deductions, investment-related
issues, and the tax liability computation. The topics then transition into business-related topics
that apply to individuals. This volume then provides a group of specialty chapters dealing with
topics of particular interest to individuals (including students), including separate chapters on
home ownership, compensation, and retirement savings and deferred compensation. This volume
concludes with a chapter covering the taxation of business entities. Alternatively, in the
Essentials of Federal Taxation volume, the topics follow a more traditional sequence, with
topics streamlined (no specialty chapters) and presented in more of a life-cycle approach.

“I believe it breaks down complex topics in a way
that’s easy to understand. Definitely easier than
other tax textbooks that I've had experience with.”

Real-World Focus: Students learn best when they see how concepts are applied in the real world.
For that reason, real-world examples and articles are included in “Taxes in the Real World”
boxes throughout the book. These vignettes demonstrate current issues in taxation and show
the relevance of tax issues in all areas of business.
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McGraw-Hill Connect Pass Rates, and Average Exam Scores
Learn Without Limits 100 ©
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Connect is a teaching and learning platform
that is proven to deliver better results for
students and instructors.

Connect empowers students by continually 50
adapting to deliver precisely what they 40
need, when they need it, and how they need 30
it, so your class time is more engaging and 20
effective. 10

Retention Rates Course Pass Rates Average Exam Scores

without Connect "N with Connect

73% of instructors who use
Connect require it; instructor Using Connect improves retention

. . . ) rates by 19.8%, passing rates by
satlsfactéon mcr;e.ases b)./ 2d8 % when 12.7%, and exam score by 9.1%.
onnect is required.

Analytics

Connect Insight®

Connect Insight is Connect’s new one- Impact on Final Course Grade Distribution
of-a-kind visual analytics dashboard that without Connect with Connect

provides at-a-glance information regarding :

student performance, which is immediately 229" A
actionable. By presenting assignment,

assessment, and topical performance results 2747 B

together with a time metric that is easily

visible for aggregate or individual results, 229% C
Connect Insight gives the user the ability to

take a just-in-time approach to teaching and 11.5% D

learning, which was never before available.

Connect Insight presents data that helps 15.4% F

instructors improve class performance in a
way that is efficient and effective.
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THE WAY STUDENTS READ

More students earn A's and

B’s when they use McGraw-Hill ) STUDENTS WANT "

Education Adaptive products.

SmartBook®

Proven to help students improve grades and
study more efficiently, SmartBook contains the
same content within the print book, but actively
tailors that content to the needs of the individual.
SmartBook’s adaptive technology provides precise,
personalized instruction on what the student
should do next, quiding the student to master
and remember key concepts, targeting gaps in
knowledge and offering customized feedback,
and driving the student toward comprehension
and retention of the subject matter. Available on
tablets, SmartBook puts learning at the student’s
fingertips—anywhere, anytime.

of students reported SmartBook to
be a more effective way of reading
material

of students want to use the Practice
Quiz feature available within
SmartBook to help them study

of students reported having
reliable access to off-campus wifi

of students say they would purchase
SmartBook over print alone

Over 8 billion questions have been

answered, making McGraw-Hill reported that SmartBook would
. . ; impact their study skills in a
Education products more intelligent, / positive uay

reliable, and precise.
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ONLINE ASSIGNMENTS

Connect helps StudentS learn more effl— Through Movember, Tex has received gross income of $120.000. For December, Tex is considering whether

to accept one more work engagement for the year. Engagement 1 will generate 7,000 of revenue at a cost

Clently by prOViding feedback and practice of 54,000, which is deductible for AGL. In contrast, engagement 2 will generate 57,000 of revenue at a cost of

$3.000, which is deductible as an itemized deduction. Tex files as a single taxpayer. (use the tax rate

material when they need it, where they s
need it COnneCt grades homeWOrk auto- a. Calculate Tex's taxable income assuming he chooses engagement 1 and assuming he chooses

engagement 2. Assume he has no itemized deductions other than those generated by engagement 2.

matically and gives immediate feedback B ! :

on any queStiOHS Students may haVe (1) Gross |ncumahefure newwukengagement § 120,000 § ) 120,000

missed. The extensive assignable, gradable U2 G T et o L
d f h t t t . 1 d 1 (3) Additional for AGI deduction (4,000)

?Il -01-Chap ?I‘ C9n ent Includes a genera (4} Adjusted grass income 5 123,000 § 127,000

journal application that looks and feels g H

more like what you would find in a general
ledger software package. Also, select ques-
tions have been redesigned to test students’
knowledge more fully. They now include
tables for students to work through rather than requiring that all calculations be done offline.

End-of-chapter questions in Connect include:

¢ Discussion Questions
* Problems
* Comprehensive Problems (Available in the Auto-graded Tax Forms!)

Auto-Graded Tax Forms

The auto-graded Tax Forms in Connect provide a much-improved student experience when
solving the tax-form based problems. The tax form simulation allows students to apply tax con-
cepts by completing the actual tax forms online with automatic feedback and grading for both
students and instructors.

1040 for a couple Married Filing Jointly.

1040 PG1 1040 PG2
Department of the Treasury—Internal Revenue Service (39)
Form 1040 2016 OMB No. 15450074 IRS Uss Only - Do ot write i this space
U.S. Individual Income Tax Retrun
For the year Jan_1—Dec_31, 2016, or other tax year beginning 2018, ending 20 See separate iniructions
Your frst name and iitial Lestname Your sozial securty number
Mar 111-22:3333
It joint return, spouse’s first name and initial Last name Spouse’s sotial security number
Michelle 222-33-4444
Home address (number and strest) [f you have 3 P.O.box, 522 instructions Agt. no. & Mk fio BN} above snd o v Be
e are correct
Presidential Election Campaign
Chack here i you, or your spouse if fling jointly,
want 5310 go fo this fund. Ghecking a box
Foreign postal code below will not ¢ hange your tax or refund.
You Spouse

] Head of household (with qualifying person). f the qualfying persen is achid
but not your dependent, enter this ¢hild's name here. »
5 L) MBITEa TiNg Separatel ThiEr Spouse’s | Quslfying widow{er) with dependent ¢ hild

‘SSN sbove and full nems here. »

Prev 10f1 g5 Next



Guided Examples

The Guided Examples in Connect provide a narrated, animated, step-by-step walk-through of select
problems similar to those assigned. These short presentations can be turned on or off by instructors
and provide reinforcement when students need it most.

Alfio, who is single and has no dependents, was planning on spending the weekend
repairing his car. On Friday, Alfio’'s employer called and offered him $700 in
overtime pay if he would agree 1o work over the weekend. Alfio could get his car
repaired over the weekend at FixMyCar for $500. If Alfio works over the weekend,
he will have to pay the $500 to have his car repaired but he will earn 5700, Assume
Alfio pays tax at a flat 20 percent rate.

b. If the cost of repairs is deductible:

Descripion

Overtime Pay $700
Cost of Repairs £500
Taxable Income $200
Taxes on Pay $ 40
Net Income 5160

So, he's $160 better off by working and having his
car repaired by FixMyCar.

McGraw-Hill Customer Experience Group Contact Information

At McGraw-Hill, we understand that getting the most from new technology can be challenging. That’s
why our services don’t stop after you purchase our products. You can contact our Product Specialists 24
hours a day to get product training online. Or you can search the knowledge bank of Frequently Asked
Questions on our support website. For Customer Support, call 800-331-5094, or visit www.mhhe.com/
support. One of our Technical Support Analysts will be able to assist you in a timely fashion.

TaxACT®

Tax’Act McGraw-Hill’s Taxation can be packaged with tax software from TaxACT, one of the
Professional leading preparation software companies in the market today. The 2017 edition in-

cludes availability of both Individuals and Business Entities software, including the 1040 Forms and

TaxACT Preparer’s Business 3-Pack (with Forms 1065, 1120, and 1120S).

Roger’s CPA
. McGraw-Hill Education has partnered with Roger CPA Review, a global leader
‘ ROGER | CPA Review in CPA Exam preparation, to provide students a smooth transition from the ac-
counting classroom to successful completion of the CPA Exam. While many aspiring accountants wait until they
have completed their academic studies to begin preparing for the CPA Exam, research shows that those who be-
come familiar with exam content earlier in the process have a stronger chance of successfully passing the CPA
Exam. Accordingly, students using these McGraw-Hill materials will have access to sample CPA Exam Multiple-
Choice questions and Task-based Simulations from Roger CPA Review, with expert-written explanations and solu-
tions. All questions are either directly from the AICPA or are modeled on AICPA questions that appear in the
exam. Task-based Simulations are delivered via the Roger CPA Review platform, which mirrors the look, feel and
functionality of the actual exam. McGraw-Hill Education and Roger CPA Review are dedicated to supporting ev-
ery accounting student along their journey, ultimately helping them achieve career success in the accounting profes-
sion. For more information about the full Roger CPA Review program, exam requirements and exam content, visit

Wwww.rogercpareview.com. .
Xi



A STORYLINE APPROACH THAT WILL
RESONATE WITH STUDENTS

description:

Location:

© Image Source Employment
status:

ourtney has already determined her [REEEERCIE
taxable income. Now she’s working

Current
on computing her tax liability. She EEFEREYS

knows she owes a significant amount of regu-
lar income tax on her employment and busi-
ness activities. However, she’s not sure how to
compute the tax on the qualified dividends she re-
ceived from General Electric. Courtney is worried
that she may be subject to the alternative minimum
tax this year because she’s heard that an increasing
number of taxpayers in her income range must pay
the tax. Finally, Courtney knows she owes some self-
employment taxes on her business income. Courtney
would like to determine whether she is eligible to
claim any tax credits such as the child tax credit for
her two children and education credits because she
paid for a portion of her daughter Ellen’s tuition at
the University of Missouri—Kansas City this year.

Courtney is hoping that she has paid enough in taxes

mine thei
tional ta;

during the year to avoid underpayment penalties.
She’s planning on filing her tax return and paying
her taxes on time.

Gram’s tax situation is much more straight-
forward. She needs to determine the regular income tax
on her taxable income. Her income is so low she knows
she need not worry about the alternative minimum tax,
and she believes she doesn’t owe any self-employment
tax. Gram didn’t prepay any taxes this year, so she is
concerned that she might be required to pay an under-
payment penalty. She also expects to file her tax return

and pay her taxes by the looming due date.

Examples

Examples are the cornerstone of
any textbook covering taxation.
For this reason, McGraw-Hill’s
Taxation authors took special care
to create clear and helpful exam-
ples that relate to the storyline
of the chapter. Students learn to
refer to the facts presented in the
storyline and apply them to other
scenarios—in this way, they build
a greater base of knowledge
through application. Many exam-
ples also include “What if?” sce-
narios that add more complexity
to the example or explore related
tax concepts.

“The case study approach is ex-
cellent as you follow the taxpayers
through the chapters.”

— Irwin Uhr, Hunter College

xii

M

Each chapter begins with a storyline that
introduces a set of characters facing
specific tax-related situations. This revo-
lutionary approach to teaching tax em-
phasizes real people facing real tax
dilemmas. Students learn to apply practi-
cal tax information to specific business
and personal situations. As their situations
evolve, the characters are brought further
to life.

~N

“The text provides very useful tools that
students can read and understand, making
it easier to break the myth that ‘tax is
hard.””

— Daniel Hoops, Walsh College

“I absolutely love this textbook. This text-
book makes my job of teaching so much
easier.”

— Chuck Pier, Angelo State Universit:
\_ g Y)

Bill and Mercedes file their 2013 federal tax return on September 6, 2014, after receiving an auto-
matic extension to file their return by October 15, 2014.In 2017, the IRS selects their 2013 tax return
for audit. When does the statute of limitations end for Bill and Mercedes’s 2013 tax return?

Answer: Assuming the six-year and “unlimited” statute of limitation rules do not apply, the statute
of limitations ends on September 6, 2017 (three years after the later of the actual filing date and the
original due date).

What if: When would the statute of limitations end for Bill and Mercedes for their 2013 tax return if the
couple filed the return on March 22, 2014 (before the original due date of April 15, 2014)?

Answer: In this scenario the statute of limitations would end on April 15, 2017, because the later of
the actual filing date and the original due date is April 15, 2014.




THE PEDAGOGY YOUR STUDENTS NEED
TO PUT THE CODE IN CONTEXT

Taxes in the Real World

Taxes in the Real World are short boxes used
throughout the book to demonstrate the real-world
use of tax concepts. Current articles on tax issues,
the real-world application of chapter-specific tax
rules, and short vignettes on popular news about tax
are some of the issues covered in Taxes in the Real

World boxes.

(.

The Spilker text makes tax easy for students to under-
stand. It integrates great real-world examples so
students can see how topics will be applied in practice.
The integration of the tax form and exhibits of the tax
forms in the text are outstanding.”

— Kristen Bigbee, Texas Tech Universit
\_ d Y,

~

The Key Facts

The Key Facts pro-
vide quick synopses
of the critical pieces
of information pre-
sented throughout
each chapter.

Exhibits

Today’s students are visual learners,
and McGraw-Hill’s Taxation delivers
by making appropriate use of charts,
diagrams, and tabular demonstrations

of key material.

Tax Policy: versus D

TAXES IN THE REALWORLD Republicans vs. Democrats

D

Oliver Wendell Holmes said “taxes are the price
we pay to live in a civilized society.” Both Demo-
crats and Republicans desire the same things: a
civilized society and a healthy economy. How-
ever, neither party can agree on what defines a
civilized society or which path best leads to a
healthy economy. The U.S. national debt is
$20 trillion dollars and growing, yet the only thing
we might agree on is that something has gone
wrong. Regardless of which party or candidate
you support, each party’s agenda will affect your
income and taxes in various ways.

To explore the divide, let's examine excerpts
from each party’s National Platform from our most
recent presidential election (2016).

Republicans

“We are the party of a growing economy that
gives everyone a chance in life, an opportunity to
learn, work, and realize the prosperity freedom
makes possible.”

“Government cannot create prosperity,
though government can limit or destroy it. Pros-
perity is the product of self-discipline, enterprise,
saving and investment by individuals, but it is not
an end in itself. Prosperity provides the means by
which citizens and their families can maintain
their independence from government, raise their
children by their own values, practice their faith,
and build communities of cooperation and mu-
tual respect.”

“Republicans consider the establishment of
a pro-growth tax code a moral imperative

ore than any other ey, the way gov- ment should create/maintain cities and states that

“At a time of massive income and wealth inequal-
ity, we believe the wealthiest Americans and larg-
est corporations must pay their fair share of
taxes. Democrats will claw back tax breaks for
companies that ship jobs overseas, eliminate tax
breaks for big oil and gas companies, and crack
down on inversions and other methods compa-
nies use to dodge their tax responsibilities ... We
will then use the revenue raised from fixing the
corporate tax code to reinvest in rebuilding
America and ensuring economic growth that will
lead to millions of good-paying jobs.”

“We will ensure those at the top contribute to
our country’s future by establishing a multimillion-
aire surtax to ensure millionaires and billionaires
pay their fair share. In addition, we will shut down
the “private tax system” for those at the top, im-
mediately close egregious loopholes like those
enjoyed by hedge fund managers, restore fair
taxation on multimillion dollar estates, and ensure
millionaires can no longer pay a lower rate than
their secretaries. At a time of near-record corpo-
rate profits, slow wage growth, and rising costs,
we need to offer tax relief to middle-class
families—not those at the top.”

“We will offer tax relief to hard working, middle-
class families for the cost squeeze they have
faced for years from rising health care, childcare,
education, and other expenses.” https://www
democrats.org/party-platform#preamble

Conclusion
Each party fundamentally believes the govern-

The tax base defines what is actually taxed and 1S usually expressed i monetary
terms, whereas the tax rate determines the level of taxes imposed on the tax base and is
usually expressed as a percentage. For example, a sales tax rate of 6 percent on a purchase

of $30 yields a tax of $1.80 ($1.80 = $30 x .06).

Federal, state, and local jurisdictions use a large variety of tax bases to collect tax.
Some common tax bases (and related taxes) include taxable income (federal and state
income taxes), purchases (sales tax), real estate values (real estate tax), and personal

property values (personal property tax).

t

Different portions of a tax base may be taxed at different rates. A single tax applied

ntire bas

THE KEY FACTS
How to Calculate a Tax
« Tax = Tax base X Tax rate
* The tax base defines what
is actually taxed and is

usually expressed in
monetary terms.

« The tax rate determines
the level of taxes imposed

taxpayers.”

.

(“A good textbook that uses great
examples throughout the chapters to
give a student an understanding of the
tax theory and how it applies to the

— Jennifer Wright,
Drexel Universityj

n thi g I se is divid "
EXHIBIT 2-2  IRS Appeals/Litigation Process
1a. Agree with proposed IRS Exam 1b. Disagree with
adjustment B proposed adjustment
ey Tones Due 30Day Leter

3a. Agree with proposed  2a. Request appeals. l

File Suitin US. District
Court or U.S. Court of
Federal Claims

adjustment
Appeals Conference,
3b. Disagree with proposed adjustment

File Claim for
5.IRSdenies | Refund with the IRS
refund claim

90-Day Letter

o

4a. Do not pay tax;
Petition Tax Court

Tax Court

26.No
taxpayer
response

?

“Spilker’s use of examples immediately following the
concept is a great way to reinforce the concepts.”

— Karen Wisniewski, County College of Morris
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PRACTICE MAKES PERFECT WITH A

Summary
Identify the filing requirements for income tax returns and the statute of limitations for A unlque feature Of MCGI’aW-Hill ’S
assessment. . .
‘\ = All corporations must file a tax return annually regardless of their taxable income. Estates Taxatlon 18 the end-Of_Chapter sum-
BRI T s A o G L e S e A T mary organized around learning
status, age, and gross income. b . . E h b . . h
- Individual and C corporation tax returns (except for C corporations with a June 30 year-end) o JeCtIVCS' ac Y JeCtlve as a
d the fifteenth d f the fourth th foll -end. For C ti : :
j/r\fh aujuzﬂe 32 yle:re-gnd, ;gr(t)mersehig:ram?gr::orpoor(e)\\;\i/c‘)nni,ytirrz?umsor;ustcgrep;\)\:d‘%zsthe brlef, bullet'p()lnt Summary that
fifteenth day of the third month following the entity’s fiscal year-end. Any taxpayer unable . .
to file a tax return by the original due date can request an extension to file. covers the maj or tOplCS and con-
«  For both amended tax returns filed by a taxpayer and proposed tax assessments by the . .
IRS, the statute of limitations generally ends three years from the /ater of (1) the date the Cepts for that Chapter, lnCh.ldlng
tax return was actually filed or (2) the tax return’s original due date. f t . t. 1 hbt d
Outline the IRS audit process, how returns are selected, the different types of audits, and what references to critical exhibits an
GeRfsEETe st examples. All end-of-chapter mate-
rial is tied to learning objectives.
You can tell the authors of this text-
Upon completing this chapter, you should be able to: bOOk are Stl" in the Classroom and
[CEED Identify the filing requirements for income tax returns and the statute of limitations for .
D e 1 emen s e responsible for the day-to-day
8:;1::2;&;:5:&1(1:}:6})::‘:;::. how returns are selected, the different types of audits, and education of accounting students'
DDA D A s, Examples are representative of the
Describe the legislative process as it pertains to taxation. end_of_chapter problems’ and the
:ei:tf:’;: t:ih;u'::ilz[:?:;l_n tax research and evaluate various tax law sources when faced en d-O f—Chap ter Summary |S an exce”en t
Describe tax professional responsibilities in providing tax advice. Study too | .”
Identify taxpayer and tax professional penalties.
T —— \ Debra Petrizzo, Franklin University)
4 . .
Discussion
DISCUSSION QUESTIONS Questions

D

Discussion Questions are available in Connect’.

return.

her return this year without penalty?
LO 2-1 3.

@ connect

1. Name three factors that determine whether a taxpayer is required to file a tax

Benita is concerned that she will not be able to complete her tax return by April 15.
Can she request an extension to file her return? By what date must she do so?
Assuming she requests an extension, what is the latest date that she could file

Discussion questions,
now available in Con-
nect, are provided for
each of the major con-
cepts in each chapter,
providing students
with an opportunity
to review key parts of

Agua Linda Inc. is a calendar-year corporation. What is the original due date for
the corporate tax return? What happens if the original due date falls on a
Saturday?

——

the chapter and answer

N\

r

“This is a very readable text. Students will understand it on their own,
generally, freeing more class time for application, practice, and student

questions.”

evocative questions
about what they have
learned.

— Valrie Chambers,
Texas A&M University—Corpus Christi




WIDE VARIETY OF ASSIGNMENT MATERIAL

Problems Problems are designed PROBLEMS
to test the Comprehension of more Select problems are available in Connect’. @ connect
complex topics. Each problem at the ot e i soquess an extension 0 e hi et Doss S stve is poblemnt

. . ‘What are the ramifications if he doesn’t pay his tax liability by April 15?
end Of the Chapter 18 tled to one Of that 44. Molto Stancha Corporation had zero earnings this fiscal year; in fact, it lost money.
h ) 1 . . . . h Must the corporation file a tax return?
chapter’s learning objectives, wit —
multiple problems for critical topics.
[ ] 70. Shauna Coleman is single. She is employed as an architectural designer for Stream-
Ta X F orms P ro b I ems Tax fOrm S tax forms line Design (SD). Shauna wanted to determine her taxable income for this year. She
correctly calculated her AGI. However, she wasn’t sure how to compute the rest of
3 her taxable income. She provided the following information with hopes that you
prOblems are a Set Of requlrements could use it to determine her taxable income.
M : M a) Shauna paid $4,680 for medical expenses for care from a broken ankle. Also,
lnCIUded m the end_Of_Chapter materlal Shauna’s boyfriend, Blake, drove Shauna (in her car) a total of 115 miles to the
LR doctor’s office so she could receive care for her broken ankle.
Of the 20 1 8 edltlon These prOblemS b) Shauna paid a total of $3,400 in health insurance premiums during the year (not

. an exchange). SD did eimbur; of this expense. ides
require students to complete a tax form el e

(or part of a tax form), providing students with valuable experience and practice with filling out these
forms. These requirements—and their relevant forms—are also included in Connect. Each tax form
problem includes an icon to differentiate it from regular problems.

Resea rch Problems Research 72. Ma[} and Lori.rcccnlly were divorced. Allhough grief slr.ickcn, Matt was at !cas[
[ ~ partially comforted by his monthly receipt of $10,000 alimony. He was particularly
1 researcl excited to learn from his friend, Denzel, that the alimony was not taxable. Use an
prOblemS are SpeCIal prOblemS available tax service to determine if Denzel is correct. Would your answer change
if Matt and Lori continued to live together?
throughout the end Of Chapter m 73. Shaun is a huge college football fan. In the past, he has always bought football
1 1 [ tickets on the street from ticket scalpers. This year, he decided to join the univer-
as Slgnment materlal . These research sity’s ticket program, which requires a $2,000 contribution to the university
B OSSO e PPN

require students to do both basic
and more complex research on topics outside of the scope of the book. Each research problem includes
an icon to differentiate it from regular problems.

“The textbook is comprehensive, uses an integrated approach to taxation, contains clear illustrations
and examples in each chapter, and has a wealth of end-of-chapter assignment material.”

— James P. Trebby, Marquette University

Plannin g Problems Plannin g prob]ems 56. Jackie has a corporate client that has recently received a 30-day notice from the IRS

with a $100,000 tax assessment. Her client is considering requesting an appeals -
: to contest the What factors should Jackie advise her client

are another unique set of problems o comde bt requsin o appels confrenc?

. . 57. The IRS recently completed an audit of Shea’s tax return and assessed $15,000 ad-  (TEE}

included in the end-of-ch ap ter ditional tax. Shea requested an appeals conference but was unable to setle the case — cogy

X K i at the conference. She is contemplating which trial court to choose to hear her case.

as Slgnment materlal These requlre Provide ar dation based on the following alternative facts:

a) Shea resides in the 2nd Circuit, and the 2nd Circuit has recently ruled against the

students to test their tax planning skills
after covering the chapter topics. Each planning problem includes an icon to differentiate it from
regular problems.

Comprehensive and Tax Return Problems Comprehensive and tax return problems address
multiple concepts in a single problem. Comprehensive problems are ideal for cumulative topics; for
this reason, they are located at the end of all chapters. In the end-of-book Appendix C, we include tax
return problems that cover multiple chapters. Additional tax return problems are also available in
the Connect Library. These problems
range from simple to complex and

COMPREHENSIVE PROBLEMS

Select problems are available in Connect’. @ connect
. o o .
cOVer lndlvldual taxatlon, corporate [ ] 53. Marc and Michelle are married and earned salaries this year of $64,000 and
. . . tax forms $12,000, respectively. In addition to their salaries, they received interest of $350
from municipal bonds and $500 from corporate bonds. Marc and Michelle also paid
taXathn, partnerShlp taxatlon’ and $2,500 of qualifying moving expenses, and Marc paid alimony to a prior spouse in

. . the amount of $1,500. Marc and Michelle have a 10-year-old son, Matthew, who
S Corporatlon taxation. lived with them throughout the entire year. Thus, Marc and Michelle are allowed to
claim a $1,000 child tax credit for Matthew. Marc and Michelle paid $6,000 of ex-

penditures that qualify as itemized deductions and they had a total of $5,500 in fed-
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2018 EDITION

McGraw-Hill's

TAXATION &/‘&/INDIVIDUALS

SPILKER * AYERS * BARRICK + OUTSLAY « ROBINSON + WEAVER « WORSHAM

McGraw-Hill’s Taxation of Individuals is organized to empha-
size topics that are most important to undergraduates taking their
first tax course. The first three chapters provide an introduction
to taxation and then carefully guide students through tax re-
search and tax planning. Part II discusses the fundamental ele-
ments of individual income tax, starting with the tax formula
in Chapter 4 and then proceeding to more discussion on income,
deductions, investments, and computing tax liabilities in
Chapters 5-8. Part III then discusses tax issues associated with
business-related activities. Specifically, this part addresses busi-
ness income and deductions, accounting methods, and tax conse-
quences associated with purchasing assets and property disposi-
tions (sales, trades, or other dispositions). Part IV is unique
among tax textbooks; this section combines related tax issues for
compensation, retirement savings, and home ownership.

Part I: Introduction to Taxation
1. An Introduction to Tax
2. Tax Compliance, the IRS, and Tax Authorities
3. Tax Planning Strategies and Related Limitations

Part II: Basic Individual Taxation
4. Individual Income Tax Overview, Exemptions and Filing
Status
5. Gross Income and Exclusions
6. Individual Deductions
7. Investments
8. Individual Income Tax Computation and Tax Credits

Part III: Business-Related Transactions

9. Business Income, Deductions, and Accounting Methods
10. Property Acquisition and Cost Recovery
11. Property Dispositions

Part IV: Specialized Topics

12. Compensation

13. Retirement Savings and Deferred Compensation
14. Tax Consequences of Home Ownership

Xvi

Four Volumes to Fit

TaxATION o]/ BusiNess ENTITIES

SPILKER + AYERS * BARRICK « OUTSLAY « ROBINSON + WEAVER *+ WORSHAM

McGraw-Hill’s Taxation of Business Entities begins with the
process for determining gross income and deductions for
businesses, and the tax consequences associated with purchasing
assets and property dispositions (sales, trades, or other disposi-
tions). Part II provides a comprehensive overview of entities and
the formation, reorganization, and liquidation of corporations.
Unique to this series is a complete chapter on accounting for in-
come taxes, which provides a primer on the basics of calculating
the income tax provision. Included in the narrative is a discus-
sion of temporary and permanent differences and their impact on
a company’s book “effective tax rate.” Part III provides a de-
tailed discussion of partnerships and S corporations. The last
part of the book covers state and local taxation, multinational
taxation, and transfer taxes and wealth planning.

Part I: Business-Related Transactions
1. Business Income, Deductions, and Accounting Methods
2. Property Acquisition and Cost Recovery
3. Property Dispositions
Part II: Entity Overview and Taxation of C Corporations
4. Entities Overview
5. Corporate Operations
6. Accounting for Income Taxes
7. Corporate Taxation: Nonliquidating Distributions
8. Corporate Formation, Reorganization, and Liquidation

Part III: Taxation of Flow-Through Entities
9. Forming and Operating Partnerships
10. Dispositions of Partnership Interests and Partnership
Distributions
11. S Corporations

Part IV: Multijurisdictional Taxation and Transfer Taxes
12. State and Local Taxes

13. The U.S. Taxation of Multinational Transactions

14. Transfer Taxes and Wealth Planning



Four Course Approaches

McGraw-Hill's

TAXATION ¢f INDIVIDUALS AND
Business ENTITIES

SPILKER * AYERS * BARRICK  OUTSLAY * ROBINSON * WEAVER « WORSHAM

McGraw-Hill’s Taxation of Individuals and Busi-
ness Entities covers all chapters included in the
two split volumes in one convenient volume.
See Table of Contents.

2018 EDITION
McGraw-Hills /
EssenTIALS ¢f FEDERAL TAXATION
SPILKER * AYERS * BARRICK + OUTSLAY * ROBINSON * WEAVER « WORSHAM
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McGraw-Hill’s Essentials of Federal Taxation is designed for a
one-semester course, covering the basics of taxation of individu-
als and business entities. To facilitate a one-semester course,
McGraw-Hill’s Essentials of Federal Taxation folds the key top-
ics from the investments, compensation, retirement savings, and
home ownership chapters in Taxation of Individuals into three
individual taxation chapters that discuss gross income and
exclusions, for AGI deductions, and from AGI deductions,
respectively. The essentials volume also includes a two-chapter
C corporation sequence that uses a life-cycle approach covering
corporate formations and then corporate operations in the first
chapter and nonliquidating and liquidating corporate distribu-
tions in the second chapter. This volume is perfect for those
teaching a one-semester course and for those who struggle to get
through the 25-chapter comprehensive volume.

Part I: Introduction to Taxation
1. An Introduction to Tax
2. Tax Compliance, the IRS, and Tax Authorities
3. Tax Planning Strategies and Related Limitations

Part II: Individual Taxation
4. Individual Income Tax Overview, Exemptions, and Filing
Status
5. Gross Income and Exclusions
6. Individual For AGI Deductions
7. Individual From AGI Deductions
8. Individual Income Tax Computation and Tax Credits

Part III: Business-Related Transactions

9. Business Income, Deductions, and Accounting Methods
10. Property Acquisition and Cost Recovery
11. Property Dispositions

Part IV: Entity Overview and Taxation of C Corporations
12. Entities Overview

13. Corporate Formations and Operations

14. Corporate Nonliquidating and Liquidating Distributions

Part V: Taxation of Flow-Through Entities

15. Forming and Operating Partnerships

16. Dispositions of Partnership Interests and Partnership
Distributions

17. S Corporations

Xvii



SUPPLEMENTS FOR INSTRUCTORS

Assurance of Learning Ready

Many educational institutions today are focused
on the notion of assurance of learning, an im-
portant element of many accreditation stan-
dards. McGraw-Hill’s Taxation is designed
specifically to support your assurance of learn-
ing initiatives with a simple, yet powerful,
solution.

Each chapter in the book begins with a list
of numbered learning objectives, which appear
throughout the chapter as well as in the end-of-
chapter assignments. Every test bank question
for McGraw-Hill’s Taxation maps to a specific
chapter learning objective in the textbook. Each
test bank question also identifies topic area,
level of difficulty, Bloom’s Taxonomy level,
and AICPA and AACSB skill area.

AACSB Statement

McGraw-Hill Education is a proud corporate
member of AACSB International. Understand-
ing the importance and value of AACSB ac-
creditation, McGraw-Hill’s Taxation recognizes
the curricula guidelines detailed in the AACSB
standards for business accreditation by connect-
ing selected questions in the text and the test
bank to the general knowledge and skill guide-
lines in the revised AACSB standards.

The statements contained in McGraw-
Hill’s Taxation are provided only as a guide
for the users of this textbook. The AACSB
leaves content coverage and assessment
within the purview of individual schools, the
mission of the school, and the faculty. While
McGraw-Hill’s Taxation and the teaching
package make no claim of any specific
AACSB qualification or evaluation, we have,
within the text and test bank, labeled selected
questions according to the eight general
knowledge and skill areas.

TestGen

TestGen is a complete, state-of-the-art test gen-
erator and editing application software that al-
lows instructors to quickly and easily select test
items from McGraw Hill’s TestGen testbank
content and to organize, edit, and customize the
questions and answers to rapidly generate pa-
per tests. Questions can include stylized text,
symbols, graphics, and equations that are in-
serted directly into questions using built-in
mathematical templates. With both quick-and-
simple test creation and flexible and robust ed-
iting tools, TestGen is a test generator system
for today’s educators.
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Changes in Taxation of Individuals
and Business Entities, 2018 Edition

For the 2018 edition of McGraw-Hill’s Taxation of Individuals and Business Entities, many changes
were made in response to feedback from reviewers and focus group participants:

¢ All tax forms have been updated for the latest

available tax form as of January 2017. In addition,

chapter content throughout the text has been
updated to reflect tax law changes through
January 2017.

Other notable changes in the 2018 edition include:

Chapter 1

e Updated tax rates for 2017.

» Updated Social Security Wage base for 2017.

e Updated Unified Tax Credit for 2017.

* Updated Taxes in the Real World: Republicans vs.
Democrats.

* Updated Taxes in the Real World: Affordable Care
Act amount for 2017.

e Updated Taxes in the Real World: National Debt for

current debt limit.

¢ Updated Exhibit 1-4 for 2015 Federal revenues by
source from Treasury.

e Updated Exhibit 1-5 for 2015 State revenues by
source from U.S. Census.

Chapter 2
» Updated gross income thresholds by filing status
for 2017.
* Revised discussion of primary authorities and IRS
Publications and tax forms.

e Updated penalty amounts for failure to file a tax re-

turn and willful understatement of tax.

Chapter 3

e Updated tax rates for 2017.
e Updated Exhibit 3-3 for new tax rates.

Chapter 4

¢ Updated personal exemption amounts for 2017.
e Updated standard deduction amounts for 2017.
e Updated tax rates for 2017.

e Updated tax forms from 2015 to 2016 forms.

e Clarified discussion of who is a qualifying person

for head of household filing status for divorced
parents by editing footnote to Exhibit 4-9 and
Appendix B.

Chapter 5
e Updated for 2017 amounts for Flexible Spending

Account contributions.

Added discussion of new exclusion for awards and prize
money for Team USA Olympic and Paralympic athletes.
Revised discussion of foreign-earned income exclusion
and updated for 2017 exclusion amounts.

Updated for annual gift tax exclusion and unified tax
credit for 2017.

Updated U.S. Series EE Bond interest income exclusion
for 2017.

Updated tax forms from 2015 to 2016 forms.

Chapter 6

Updated mileage rate for 2017 moving expense
deduction.

Updated phase-out for interest on qualified education
loan for 2017.

Updated pending expiration date for qualified educa-
tion expense deduction.

Updated mileage rate for medical expense itemized
deduction for 2017.

Updated standard business mileage rate for 2017.
Updated thresholds for the itemized deduction and
personal exemption phase-outs for 2017.

Updated standard deduction and personal exemption
amounts for 2017.

Updated tax forms from 2015 to 2016 forms.

Chapter 7

Updated tax rates for 2017.
Updated tax forms from 2015 to 2016 forms.

Chapter 8

Updated tax rate schedules for 2017.

Updated AMT discussion for medical expense
adjustment.

Updated AMT exemption and AMT tax rate schedule
for 2017.

Revised Self-Employment Tax discussion.

Updated Social Security Tax wage base and Self-
Employment Tax base for 2017.

Updated Lifetime Learning Credit phase-out for 2017.
Updated Earned Income Credit amounts for 2017.
Updated tax forms from 2015 to 2016 forms.
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Chapter 9

e Updated standard business mileage rate for 2017.
¢ Updated tax forms from 2015 to 2016.

Chapter 10

e Updated tax rates for 2017.

¢ Updated tax forms from 2015 to 2016 forms.

e Updated §179 amounts for inflation adjustments.

e Updated examples and end of chapter problems for
2017 §179 amounts.

e Clarified luxury car (§280F) depreciation limit
calculation.

Chapter 11
e Updated tax rates for 2017.
¢ Updated tax forms from 2015 to 2016 forms.
e Clarified related-party holding period rules.
e Clarified like-kind exchange debt offset rules.

Chapter 12

e Updated qualified transportation fringe amounts
for 2017.

e Updated tax forms from 2015 to 2016.

* Updated Exhibits 12-2 through 12-4 and 12-8 for
2016 proxy statements.

* Updated Taxes in the Real World for 2016 proxy
statement information.

Chapter 13

¢ Increased salary for Dave Allan in storyline.

e Updated inflation adjusted limits for defined benefit

plans, defined contribution plans, and individually
managed plans.

» Updated Exhibit 13-6 to reflect most recent proxy
statement for Coca-Cola Company.

e Updated AGI phase-out thresholds for deductible

contributions to traditional IRAs and contributions to

Roth IRAs.
e Updated Saver’s credit information.
* Clarified language in Discussion Question 33.
 Clarified language in Problem 50 part e.

Chapter 14

e Clarified that the terms “dwelling unit” and “home”
are used interchangebly.

» Updated discussion of government’s list of expendi-
tures from 2015-2024 to 2016-2025.

e Updated URL in footnote 4.

* Inserted new footnote 7 indicating that the IRS
recently ruled that a couple’s need to move because
of a birth of a second child was an unforeseen
circumstance (LTR 201628002).

¢ In the discussion about combined limit for qualifying
debt, the use of average method and chronological
method of determining deductible interest expense
has been changed to the “simple” and “exact” meth-
ods of determining deductible interest expense, re-
spectively. This is consistent with the terminology
provided in the regulations.

* Updated Taxes in the Real World (“Double Take on
Home-Related Interest Deductions”) to reflect the
fact that the IRS has now acquiesced to the Voss 12
Circuit case. Consequently, the finding in Voss should
apply to taxpayers anywhere in the country.

e Updated Example 14-14 dealing with the IRS method
versus Tax Court method of allocating rent expense
to reflect non-leap year in 2017.

 Clarified discussion of losses from nonresidential
rental property.

e Updated tax forms from 2015 to 2016.

e Clarified that taxpayer’s personal use of an office
disqualifies the taxpayer from claiming a home
office deduction in Example 14-17.

* Updated settlement statement in Appendix A.

* Clarified language in Discussion Question 2.

Chapter 15

e In Exhibit 15-3, changed “Nontaxable” to “Tax de-
ferred” when discussing the tax consequences of con-
tributing appreciated property to the various entities.

e Updated URL in Taxes in the Real World titled
Comparing Entities Selected.

¢ Shortened the fact pattern in problem 73. The relevant
facts have not changed.

Chapter 16
» Updated the discussion on stock option compensation.
» Revised Taxes in the Real World for Facebook stock
options.
e Updated the compliance section for new year-end filing.

Chapter 17

e Updated the Taxes in the Real World saga of
Weatherford.

¢ Updated the material to incorporate the new FASB
rules on disclosures of deferred tax assets and
liabilities.

» Updated the Microsoft uncertain tax benefit footnote
disclosure.

e Updated the FASB’s projects involving accounting
for income taxes.

Chapter 18

 Edited key facts summary of earnings and profits
(E&P) calculation.
e Edited discussion of effect of distributions on E&P.



e Streamlined and edited discussion of effect of
noncash property distributions and the effect of
these distributions on taxable income and E&P.

 Clarified examples of effect of distributions on
E&P.

Chapter 19

* Clarified facts in Example 19-25.
 Clarified facts in Comprehensive Problems 19-58
and 19-59.

Chapter 20

¢ Added new Taxes in the Real World box in passive
losses discussion.

* Clarified the definition of material participant for
passive loss purposes.

* Clarified new partnership tax return due date.

* Clarified the connection between 704(b) capital
accounts and partnership agreements.

Chapter 21

¢ Clarified the explanation of disproportionate distribu-
tions to be more consistent with the §751(b) proposed
regulations.

 Clarified the problem illustrating disproportionate
distributions to be more consistent with the §751(b)
proposed regulations.

¢ Clarified the explanation of special basis adjustments
applicable to distributions.

As We Go to Press

Chapter 22
» Revised discussion of the family member rules for pur-
poses of the S corporation qualification requirements.

¢ Revised discussion of the excess passive investment
income rules.

» Updated Social Security Tax wage base for 2017.
e Updated tax forms from 2015 to 2016 forms.

Chapter 23

» Updated Exhibit 23-4.
» Updated Taxes in the Real World for sourcing receipts.
e Updated Taxes in the Real World for apportionment.

Chapter 24
e Updated the discussion on the OECD base erosion
and profit-shifting project.
e Updated the proposals for international tax reform.
e Updated the discussion on inversions.

Chapter 25

* Clarified computation for unified credit.

* Updated exemption equivalent for inflation adjust-
ment made for 2016.

e Revised terminology used for unified credit, which is
now referred to as the “applicable credit.”

¢ Updated tax forms for 2016.

* Revised discount factors for changes in the regulations.

» Revised ethics problem to focus on what constitutes
an intent to make a gift.

The 2018 Edition is current through February 21, 2017. You can visit the
Connect Library for updates that occur after this date.
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