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A Monumental New
Approach to Teaching Tax

Fundamentals of Taxation 2007

The majestic Supreme Court Building was built from
1932 to 1935 to stand with the other classical structures
occupying the Capitol grounds: the Capitol Building, the
White House, and the Library of Congress. The Supreme
Court had met previously in various buildings in New
York, Philadelphia, and in Washington in the basement
of the Capitol Building. With some persuading from Wil-
liam Howard Taft (former President and Chief Justice
from 1921 to 1930), Congress allocated $9,740,000 for
a new home for the Court. The building was completed
in 1935 after just three years of construction. Remark-
ably for a government project, the building cost $94,000
less than budgeted, and the remainder was returned to the

U.S. Treasury.

When construction began in 1932, the federal government collected $1.9 bil-
lion in taxes. Faced with the Depression and deepening budget deficits, the
government passed the Tax Act of 1932, which raised tax rates significantly
and introduced reams of new legislation. Five years later, in 1937, tax receipts
were up to $12,500,000,000, an increase of 663%. By comparison, the Con-
gressional Budget Office projected tax revenues of $2,370,000,000,000 in
2006!

To train tomorrow’s tax preparers to handle the complex U. S. tax law,
Fundamentals of Taxation’s author team has devised four primary teaching
advantages.

“A wonderful textbook that will provide you not only the theory that goes
behind the US federal tax system, but a wonderful source of information on tax
forms, schedules, and related tax documents. It is definitely a book that has a
wonderful balance between theory and real-world applications.”

— Jeanine Metzler, Pace Institute




First, we organize the text to closely follow IRS tax forms. We introduce
students to standard IRS forms early and reinforce their use throughout the
text. Actual tax forms are incorporated throughout the text, giving stu-
dents the opportunity to understand the principles behind tax law while they
learn how to work with clients to obtain the information they will need to
complete tax forms.

Second, we illustrate the proper reporting of tax issues. We present a tax
issue, discuss the legal requirements, illustrate the proper tax form place-
ment, and show the completed form in the text. By effectively leading the
student through each issue, we demonstrate how tax form preparation is the
result of a careful process that balances legal knowledge with practical expe-
rience using tax forms.

Third, we integrate an individual income tax software package into the
text that is used in examples. We instruct students how to use the software

to complete returns using sample “taxpayers” who appear from chapter to
chapter. An important consideration in writing the textbook was to allow
instructor flexibility. You can choose to rely heavily on the software, you in-
corporate the software only after you cover the law and the reporting, or you
can de-emphasize the software component. This flexible approach allows you
to structure your taxation course the way you want to!

Fourth, we supplement the text with citations of relevant tax authorities
such as the Internal Revenue Code, Treasury Regulations, revenue rulings,
revenue procedures, and court cases. These citations are almost always pro-
vided in footnotes. Thus, you and your students can easily use, or not use,
the footnote material.

Ana Cruz

Dr. Ana Cruz is Chair of the Business Department at Miami Dade College, Wolf-
son Campus, where she utilizes her extensive experience in the areas of general
business, management, accounting, and taxes. She has worked in the service,
retailing, and manufacturing industries, as well as in the federal government
sector, where she served as a field examiner for the Infernal Revenue Service.
Dr. Cruz has published several articles in business journals and has received the
Southeast Banking Corporation Foundation Endowed Teaching Chair (1998)
and the Wolfson Senior Foundation Endowed Teaching Chair (2002). Her latest
recognition was being named Professor of the Year for the State of Florida by the

Council for Advancement and Support of Education and the Carnegie Founda-
tion (2005).
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How Does Cruz Form a
Better Understanding of Tux?

Forms-Based Approach
Examples of completed tax forms demonstrate how tax theory

r covered in the tex tramslates to rveal veturns.

A x A includes compretiensive
protlems for 1040 schedudes A, &, ¢, D,
and E. These lonﬁ&r?méiem imclude
both WWW&CMMS to test
students’ compretension g‘a range o]f
topics covered across multiple chapters.

Incorpovation af veal-wovld tax veturns

i tex’i—fa'r “ o + \*: An innovative textbook that
manual ?repamtwn ﬁﬁ’m students to ~ . emphasizes understanding tax law,
learn hands-on skills tax software and tax forms. Prepares

students for the first day on the job.
— Howard Godfrey, University of
North Carolina-Charlotte

The forms approach enables the student to see a direct connection among
the law, forms and return preparation. This is an important connection and
one that many students struggle making [while] utilizing a text written from a
theory approach.

— Karen Kettleson, Western Technical College




Tax4CT
software

Fundamentals of Taxation features an integrated tax software package from
TaxACT, one of the leading tax preparation software companies in the mar-
ket today. Students are instructed on the practical applications of tax soft-
ware, with exercises that teach how software can be used to prepare all types
of tax returns.

Sample “taxpayers” are used throughout the book, in varying situations, to
give students full exposure to the many types of tax preparation challenges
they will face. This exposure allows students to make the connection be-
tween the tax law, the software inputs, and the tax output on the appropri-
ate tax forms.

Fundamentals of Taxation also provides the instructor with the flexibility
needed in an individual income tax course. Each chapter can be used with
or without the tax software, depending on the objectives of an individual
instructor’s course.

TaxACT features in-depth form instructions that supplement the textbook
material, making it easier than ever to integrate software into the classroom.
Students are provided with the latest tax forms via the Automatic Update
Wizard, so that at the start of the semester each student will be prepared

to work with the most up-to-date information available. With over 120 tax
forms, schedules, and worksheets, Tax ACT is sure to have the course mate-
rials you will need throughout the semester.

Be sure to visit www.TaxACT.com today for more information!

Michael P. Deschamps

Michael P. Deschamps received a Bachelor of Science degree in Accounting
magna cum laude from the University of San Diego, where he served as the
chapter president for Beta Alpha Psi, the international accounting honor society.
After working in public accounting and obtaining his CPA license, he returned

fo San Diego State University where he earned a Master’s degree in Taxation
and a certificate in Financial Planning. In addition, he earned his Enrolled Agent
certificate in 2004. He is currently a tenured professor of accounting and
financial services at Chaffey College in Rancho Cucamonga, California; he has
also taught a CPA exam review for a number of years. He is an active member
of Teachers of Accounting at Two Year Colleges (TACTYC) and was a presenter
at the 2006 national convention. He has published articles in both local and
national publications and has given presentations on tax issues fo a variety of
organizations.




How Does Cruz Better
Prepare My Students ?

Tax Your Brain

-4
.

The Tax YowBrMﬁaWekder'gn@to work with the examples in the
text to vewnforce the understanding of key concepts. Students are given
information in an example and then are asked. to apply what they have
learned to a different situation.

e that Mary
to the depen,

TAX YOUR BRAIN  Use the fnformation fn Exa‘mb!e Z-f except ass
from their university employment. Who is entitled

'anﬁd' Peter each earned $20,000
dency exemption?

ANSWER

@Wﬂwmtomwmmmm
WW&@WW@MWW question, the Tax Your Brain

I use examples like this all of the time in my classes as a way to help students

apply concepts learned to various situations.
—Joyce Griffin, Kansas City Kansas Community College

I think these are at a good point in the discussion to not only make the student
think but also to force the teacher to allow them to digest the topic.
— Bill Kryshak, University of Wisconsin-Stout




From Shoebox to Software 2X4ACT

The main benefit of this
text is the practitioner
approach of including
real world “shoe box”
exercise examples and
the use of tax software.
I really believe that you
have a great product
and you could actually
develop some continu-
ing education products
Jrom it.

— Richard White,
Florida Metropolitan
University

The Evewm Shoebox to!a]flwureexmw,plefmm&mftwhdppmdem
mzdewtmd/mut@ypmrtwkhamaﬁ#wrﬂwided@/am
Wﬂoceedtoawmfle{—edtax refwmu&p'@mxwﬂwwe. The student
cmumdé/mt/ijﬁvmtﬁethmeﬁcdtax wvrldtopmaﬁicaj
%P&'Ww‘ ’L.

Shoebox example helps students
bmm?rﬁfeﬁmwltax pre-
parers. Their furst day szmfk

seen a Form 1040 ov a Sched-
ule D. Waweﬂw move pro-
where to start and how to
complete the work.

Frederick Niswander

Dr. Frederick (Rick) Niswander is Dean of the College of Business and the W.
Howard Rooks Distinguished Professor at East Carolina University. He holds a
Doctor of Philosophy degree from Texas A&M University and a Bachelor of Sci-
ence in Business Administration degree from Idaho State University. He has taught
introductory financial accounting, international accounting, intermediate account-
ing, and a graduate accounting course that encompasses taxation, financial, and
governmental accounting. Prior to obtaining his doctorate and joining the ECU
faculty in 1993, he was the Chief Financial Officer of a privately held real estate
company in Phoenix, Arizona, for eight years. Dr. Niswander has been a CPA in
North Carolina since 1994 and in Arizona since 1981. He is a member of the
North Carolina Association of CPAs, the American Institute of Certified Public
Accountants, and the American Accounting Association. He is also the chairman
of the NCACPA, an 11,000-member statewide CPA organization.
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Concept Checks are mini-quizzes

that test understanding of each

CONCEPT 1. Even though you are in the progess of zje\n’r‘\'g a divorce, you can file as married filing jointly.

CHECK 22102 True or False?

2. The social security number of the taxpayer’s Spouse must be shown on the taxpayer’s tax
return when filing married filing separately. True of False?

3. A sunviving spouse who qualified as married filing jointly when the spouse died can file s

a qualifying widowien) for the next two years as Jong as the surviving SpouUse pays for more

than half the cost of keeping up @ tousehold and does not remarry- True or False?

Chapter 4 Adjt
| Adjustments for Adjusted Gross Incom
LO 2: Be able to calculate -

the health savings account

« A health savin
deduction gs account (HSA) s a tax-exempt savings

account used to pay for m expenses.

y f

qualified medical

* To be eligible for an HSA, the taxpayer must be self-
elf-

employed or an em
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ahigh dediictible health m(ar: spouse) of an employer with

Distributions fr A
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e [eZ‘;) moving expense is subject to both time m 7’07 t

LO 3: Determine the deduction

for moving expenses. :

problems ©7 34, Tn 2002, Marie borrowed §10,000. In 2006, the debt was forgiven. Marie does not
believe she should report the forgiveness of debt as income because she received noth-
ing at the time the debt was forgiven in 2006 Do you agree of disagree? Support your

position.

G mth’?mfﬂffc/mfteym” L/
mqmm)ﬂﬁd?r . . ) Mt 2

LO1 35, Determine the amouot of taxable income that should be reported by a cash-basis
n 2006 in each of the following independent cases-

axpayer

500 of accounting gervices in December 2006 for a client who

a. A taxpayer complete:

pays for the accounting work in January 2007, —————

b, A taxpayeris in the business of renting computers on a short-term basis. On December
1, 2006, she rents & computer for a $200 rental fee and receives @ $500 deposit The
customer returns the computer and is refunded the deposit o0 December 20, 2006

. Same facts as (b) except that the computer 18 returned on January 5,2007. ——
4. On December 18,2006, a landlord rents an apartment for $700 per month and collects
the first and last month’s rent up front. It is customary that tenants apply the deposit to

their last month’s rent upon moving out. ——

s for an auto mechanic who has

¢. An accountant agrees tO perform §500 of tax serv

agreed to perform repairs o8 the car of the wife of the accountant, The mechanic
repairs the car in December 2006 and the accountant starts and completes the tax work
in March 2007, ———




Robust & Relevant End-of-Chapter Material

Fundamentals of Taxation offers a robust selection of end-of-chapter material.

wed from Des
700 of moving expenses whet he-k‘::"mr moving. He
“he had no job but found nn; ‘«‘I:":omhm and changed
Moines to Detroit. W nths, changed to another job fzr 0\“ the year. What is the
: months, - « remainder of
ayed on that job for twe  held for the remainder of &
stayed on U ition that he hel 2004, if any?
i a long-term oS " Y
again t0 @

nt of moving € i eport in 2
f can repor
amount of moving

Tax Return Problems incorporate
the TaxACT software and encourage
%udemf:toa/ppé/a range z7‘compty
tﬁe)/hmleam@ throughout the
Discussion Questions test the basic concepts of each chapter WZ;MJZ m‘p’;ﬁ”’“
fmdemﬂ%évmtamww:toavmie@ ?’qmﬁom i 7 !

. . . W:Wewﬁkﬁﬁrmue

2004, Jeff incurred $1.

o3 14 n January hen he moved,

pense deduction B

Tax Ret
Multiple 21 (Introduction) For AGI, or above the line, deductions Problen:‘r n Use your tax software 1o
. g h e com ete o fi .
Choice a. Are determined by the taxpayer. & X TRUS, you will peeq o pr ,UL,(”“ following problems, 1, o1,
a Form are manually e -
b. Are set by statute. T " 1040 for each probe, manually preparin

. Increase tax liability. Problem 1

d. Are reported in Schedule A.

o
N

. (Introduction) For AGI, or above the line, deductions:
a. Increase AGI.
b. Reduce tax credits.
c. Are only available for MFJ.

d. Can reduce overall tax liability.

Box 2=

8,452.12
Box 3= $56,533.05

Mwétrfle C/Lomqueriwmcomflemmtfw diéscussion questions as an Mtermtiuewu}/to 7»&&4/
test a variety crf[em’wg Jb]edwef Z%equerfiom mégeﬁfom easy to move complex computa-

Debra Prendergast

Dr. Debra Prendergast has a Doctor of Philosophy degree in Public Policy from the
University of lllinois at Chicago, a Master’s of Business Administration degree from
Governors State University, and a Bachelor of Arts degree in Business Administra-

tion with a concentration in Accounting from Saint Xavier University in Chicago.

She is a licensed and practicing Certified Public Accountant in lllinois and a Certi-
fied Management Accountant. She began her professional accounting career as

a management advisory services consultant with Grant Thornton before taking a
position as the controller for a corporation in Chicago. To spend more time with her
family, she left her controller position in 1988 and began teaching accounting at
Northwestern Business College, a private two-year college. In 2000, Dr. Prender-

gast became the Program Coordinator in the School of Commerce at Northwesfern
Business College. She serves as an officer on the board of Teachers of Accounting

at Two Year Colleges ( TACTYC ) and is on the executive board of a Chicago non-
profit corporation. J




How Does the Cruz Pcage
Provide Complete Supporf?

Instructor Resources

Fundamentals of Taxation authors Cruz, Deschamps, Niswander, Prendergast,
Schisler, and Trone know that every component of the learning package must be
integrated and supported by strong ancillaries. Critical to any successful ancillary
package is author involvement. For this reason, the author team writes all instructor
resources that accompany Fundamentals of Taxation.

Instructor’s CD-ROM
ISBN 0073314137

This all-in-one resource contains the Instructor’s Resource
Manual, Solutions Manual, Testbank Word files, and
PowerPoint® slides, as detailed here.

Cruz « Deschamps » Niswander
Prendergast » Schisler » Trone

Fundamentals of Taxation
2007

Instructor’s Resource Manual

This manual provides for each chapter (1) a chapter summary
that highlights the key points of each learning objective, (2) a
brief topical and lecture outline, (3) ethics cases, (4) suggestions
for group, Internet, and other class exercises to supplement the
material in the book.

Instructor’s Resource CD-ROM

Jeaturing "\Iﬂ[‘ Version
gl e [ Mcraw-Hut
i Irwein

Solutions Manual

The Solutions Manual includes detailed solutions for every
discussion question, exercise, problem, and case in the text.

Testbank

Fundamentals of Taxation’s comprehensive Testbank contains
more than 900 multiple-choice, problems, and essay questions.

PowerPoint Shides

The PowerPoint presentations serve as a visual representation of
the learning objectives and key points in each chapter. The slides
are available on the Online Learning Center (OLC) and on the
Instructor’s CD-ROM.

[Fundamentals of Taxation] is very suited toward training students in an
AAS program in accounting for a career in accounting. This approach will
definitely give the students a skill that they can carry out in to the workforce.
— Wayne Lewis, Fulton Montgomery Community College
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Online Learning Center (OLC)
www.mhhe.com/cruz2007

I U el it o St
| o and e ot e

The Online Learning Center (OLC) that accompa- R ser e .,
nies Fundamentals of Taxation provides a wealth e ST
of extra material for both instructors and students. e s sTE s e

With content specific to each chapter of the book,
the Cruz OLC is available to help students tackle
a wide range of topics. It does not require any
building or maintenance on your part and is ready to go the moment
you and your students type in the URL.

S st g ettt
B ) e s e

e ——
A s S e et B el s

As students study, they can refer to the OLC for such benefits as:

Self-grading multiple choice quizzes Links to professional resources
Electronic flashcards Text updates
PowerPoint presentations

A secure Instructor Resource Center stores your essential course materials to save
you prep time before class. The Instructor’s Manual, Solutions Manual, PowerPoint
presentations, and sample syllabi are now just a couple of clicks away. You will also
find useful packaging information about other available supplements. Products such
as WebCT, Blackboard, eCollege, and Top-Class (a product of WBT) all expand the
reach of your course. Online discussion and message boards will now complement
your office hours. Thanks to a sophisticated tracking system, you will know which
students need more attention even if they do not ask for help because online testing
scores are recorded and automatically placed in your grade book, and if a student is
struggling with coursework, a special alert message lets you know.

Dr. Dan Schisler is currently the Chair of the Accounting Department at East
Carolina University. He holds a Doctor of Philosophy degree from Memphis
State University, a Master’s Degree in Accounting—Tax Concentration from Au-
burn University, and a Bachelor of Science degree in Accounting from Southeast-
ern Louisiana University. In addition to public accounting experience with Peat
Marwick Main & Co, Dr. Schisler has published numerous articles in national
academic and practitioner journals such as Journal of the American Taxation As-
sociation, Advances in Taxation, and Accounting Horizons. He teaches tax and
accounting at the graduate and undergraduate levels at East Carolina where he
has been recognized for teaching excellence by numerous teaching awards at
the department, school, and university levels. Dr. Schisler holds CPA certificates
in North Carolina and Louisiana.
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