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WITH EASY AND FREE access to virtually all primary tax sources via the Internet,
one might wonder why tax practitioners are willing to bear the substantial
costs associated with subscribing to commercial tax services. The reason is that, by
organizing the copious assortment of primary and secondary tax law sources, these
services facilitate more efficient, effective, and comprehensive searches for solu-
tions to tax questions than a Google search would produce. Further, tax practi-
tioners are being more closely scrutinized by the IRS and the Securities and
Exchange Commission (SEC) as a result of the Sarbanes-Oxley legislation and
other increases in regulation. This heightened oversight increases the importance
of conducting quality tax research that is carefully documented. Tax services pro-
vide a vehicle for conducting this quality research.

"The tax services provide editorial explanations and expert analysis of the primary
tax sources. As the tax law can be quite complex, the plain English commentary alone
can be worth the cost of the services. Thus, the value of a commercial tax service is
to act as an index for and explanation of primary and secondary tax law source mate-
rials. Most tax practitioners avail themselves of the benefit of a tax service, as there
are services priced to fit the needs (and pocketbooks) of even the smallest tax office.

While one of the main features practitioners appreciate in a tax service is the
editorial explanation, only reckless (or inadequately trained) tax practitioners con-
fine their analysis to this commentary. The tax services should efficiently direct the
researcher to the germane primary sources of the controlling law. It is the ethical
and professional duty of the researcher to undertake an evaluation of these primary
sources, and to ascertain whether any developments have occurred recently that
may change or alter the results of the research.

"This chapter concretely applies the basic steps for developing effective and ef-
ficient tax research, based on the process introduced in Chapter 2, by utilizing the
major tax services to find a solution to an actual tax question. The features of the
tax services are explored on this journey. The end of the chapter investigates some
of the important tax newsletters and periodicals that may be quite useful in finding
solutions to tax problems. Tax services offering legal as well as tax products are ex-
amined in Chapter 7.

| Tax Services

Traditionally, commercial tax services are classified into two general types, anno-
tated and topical. Annotated tax services are organized by Internal Revenue Code
section number. They may also be called Compilations because they compile an
editor’s explanation and evaluation with the Code section, its recent committee re-
ports, and Regulations, and they provide annotations (brief summaries) of related
court cases and administrative rulings. Topical tax services, on the other hand, di-
vide the tax law into transactions and related subject matter with underlying tax
principles as an organizing format. Thus, the material follows logical threads that
connect noncontiguous Code sections. Since the electronic services developed
from published services, they are generally organized as topical and annotated da-
tabases; however, this structure may not be apparent.

One of the greatest benefits of any electronic tax service is the currency of the
information provided. Most Internet services update in text on a daily or con-
tinuous basis. Still, daily updating does not necessarily mean that what happened
yesterday will be accessible today. Processing time still is required. Daily updating
does mean, however, that as soon as the information is processed it can be entered
into the system.
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There are numerous public domain resources and third-party services available
to the tax professional. Some tax services simply compile primary source informa-
tion obtained from the government, while others originate information and include
substantial analysis. While practitioners can retrieve most primary tax sources at no
cost, this free access does not translate into more effective research. The sheer vol-
ume of information, and the time needed to sort, read, and comprehend all of it,
can lead to information overload and inefficiencies. All of this information must be
managed; otherwise, using the Internet for tax research is not effective. Conse-
quently, Internet access to primary sources cannot substitute for a subscription to
comprehensive tax services. Besides checking the validity of primary tax sources,
tax services furnish various methods of searching the tax sources, editorial analysis
and comments, organization, and an integration of the tax resources.

SPOTLIGHT ON TAXATION

Tax Quote

The difference between tax avoidance and tax evasion is the
thickness of a prison wall.
—Denis Healey

| ILLusTRATIVE RESEARCH ExAMPLE

The following research project is used to demonstrate the steps in tax research and
to explore the essential features of the major tax services. It is important that you at-
tempt the illustrative research project using the tax services available to you. The
procedural knowledge necessary to use these tax services efficiently can be acquired
only through hands-on practice. The remainder of this chapter is designed to
guide you through the basic tax services and is not a substitute for your actually
using the services. Performing the research along with the text presentation of the
research steps is a highly effective method of learning this material.

Research Project 6-1. Our clients, Alfred and Agnes Zyzzic, have a sole pro-
prietorship that develops and manufactures children’s toys. Alfred is the inventor of
the toys, and Agnes is the marketer of their products. However, Agnes has had seri-
ous medical problems for the past two years and has not been able to market their
products effectively. Consequently, sales have plummeted and the business is in fi-
nancial distress. The medical problems have also resulted in huge medical costs that
were not covered by insurance. Thus, the Zyzzics also are experiencing serious per-
sonal financial difficulties. They feel that the best solution to their current predica-
ment is to file for protection under the personal bankruptcy law. They have hired a
lawyer to prepare and file all the necessary documents in the bankruptcy court. The
Zyzzics would like to know how bankruptcy costs are treated for tax purposes.

Approaching the Research Problem

Regardless of the research method used, the starting point in approaching any
tax research problem is to formulate various tax questions to be asked and develop
the issues associated with the question. The tax question for Research Project 6-1
appears to be: What is the appropriate tax treatment of the legal fees incurred in fil-
ing for bankruptcy by the Zyzzics? This first formulation of the tax question should
not be considered its final version. As the research progresses, other issues are likely
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to be identified, causing some refinement of the tax research questions and necessi-
tating the development of new ones. Recall the iterative nature of tax research as dis-
cussed in Chapter 2 relative to Exhibits 2-1 and 2-2.

Gradually research questions are refined to their final states and all the asso-
ciated issues are identified. However, this refinement does not guarantee that con-
trolling authority will be found that provides a definite answer to the tax research
question. The final conclusion may be that one solution appears more supportable
than another, or that the IRS or the courts are more likely to interpret the facts
and circumstances in a particular manner when making a decision. In most tax
research engagements, professional judgment is required because the controlling
law is imprecise and can be interpreted differently by the taxpayer and the IRS.
Professional judgment is what taxpayers are seeking when they hire CPAs for tax
assistance.

Based on the initial question formulated, the main issues in Research Project
6-1 appear to be the deductibility of bankruptcy legal fees as business expenses, as
deductible personal expenses, or as nondeductible personal expenditures. There-
fore, relevant keywords for this research include: bankruptcy, legal, fees, business ex-
penses, personal expenditures, and deduction. It is wise to make an extensive list of
possible keywords, to lessen the chance of omitting relevant terms.

Through a basic knowledge of the Code, we know that business expenses are
governed by IRC §162, Trade or Business Expenses. Finally, in prior research of
other topics, we have seen references to a 1963 Supreme Court case called Gilmore
that developed the origin-of-claim test for determining whether legal expenses are
deductible business costs or personal nondeductible expenses. The case specifically
concerns legal costs associated with divorces, but it may have some bearing on this
situation.

Accessing Tax Information

The key to effective tax research is finding the pertinent material necessary to for-
mulate an informed conclusion about the optimum treatment of the transaction.
How the tax services are entered will determine how efficiently the relevant mate-
rials are found. Most of the services allow researchers to choose whether to have
retrieved documents presented in order of relevance to the search or listed by data-
base sources. The former uses a complex software formula to determine relevance,
whereas the latter lets the researchers themselves decide which documents should
be examined first.

Regardless of the order in which the results are displayed, a researcher un-
familiar with the topic should start with an editorial explanation and overview of
the applicable tax law. This commentary will help the researcher identify the most
pertinent elements of the project and introduce the applicable primary tax law. Ac-
cess to the primary sources from the explanation is easy because the primary sour-
ces are generally hyperlinked to their citations. This initial foray into the service is
likely to identify other issues to investigate and more facts that should be collected.
Remember that research is an iterative process.

From this initial analysis, a researcher may decide that a new, more targeted
search is warranted. Once the relevant primary sources are identified, but before
they are carefully read, it is necessary to determine which sources are still valid law
by checking them through a citator (see Chapter 8 for a full discussion of citators).
The fact that the tax service locates a document and places it high on the relevance
list does not mean the researcher can assume it is still valid law. The last step is to
read carefully the germane primary tax law sources. Only after evaluating these
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sources themselves can the researcher provide educated suggestions as to the opti-
mum treatment for the items in question.

The commercial providers of tax services offer a plethora of tax products (data-
bases) that can be bundled in a variety of ways. This chapter’s description of the tax
databases within any of the services may not be what is available by subscription to
the reader. Each tax professional, firm, or library performs a cost-benefit analysis
and purchases only those resources that it can afford and finds useful in its practice.
In additdon, the tax services are constantly updating their products to maintain
their competitive edges. Therefore, the current appearance of the tax services and
products offered may differ from those presented in this text. Nevertheless, the ba-
sic methodology described in this chapter should apply to whatever tax databases
and products are available to the reader and whatever their visual presentation.

| RIA CHECKPOINT

Tax services can be entered using three search methods: Keyword, Cite (using the ci-
tation of primary sources such as a Code section, case name, or ruling number), and
Content (Table of Content and Index). How to use each method will be illustrated
using Checkpoint, the Research Institute of America (RIA) Internet tax service.
This is one of the most authoritative and well-known tax services available. The gen-
eral methodology that applies to RIA Checkpoint also applies to other tax services.

RIA Checkpoint provides a full gambit of Federal tax information with sev-
eral different product packages available. The most inclusive package includes all
primary tax sources, Federal Tax Coordinator (FTC), United States Tax
Reporter (USTR), Citator 2nd Series, Warren, Gorham & Lamont (WG&L)
journals, WG&L textbooks and treatises, IRS publications, and so on. With so
much information available, it is important to limit a search to only those data-
bases that are pertinent to the research project; otherwise, too many irrelevant
documents will be retrieved.

Exhibit 6-1 shows the opening search screen appearing after the RIA Check-
point log-on screen. The screen is organized to facilitate quick access to the re-
search methods most frequently used by the practitioners. As can be seen, the focus
of Checkpoint is on Keyword searches; the Keyword entry box is center screen. A
Table of Contents (TOC) search can be launched by clicking on the button so
named at the top of the screen and Index searches started either through the TOC
or the left window of the opening search screen. Cite searches are also accessed
through the left window. The discussion of searching in Checkpoint will start with
Keyword searching since this is Checkpoint’s emphasis and then move to Contents
and finally Cite searches. Before the searching can commence, a practice area
needs to be selected. Among the choices are Federal, State & Local, Estate Plan-
ning, Pension & Benefits, International, and All Practice Areas. The default area is
Federal, and therefore, no changes need to be made for Research Project 6-1,
since it involves a Federal income tax problem.

Keyword Search

Checkpoint makes Keyword searching appear to be as easy as 1, 2, 3 (see Exhibit 6-1).
First, enter keywords in the box provided. Second, select a database to search. Third,
click on the “Search” button. If only it was that easy to find the perfect search terms,
select just the right database, and have the pertinent search results appear with the
click of the mouse! Probably the most difficult part of a keyword search is finding the

1)
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Exhibit 6-1: RIA Checkpoint Opening Search Screen

Search
Practice Area:

Federal

Keyword Search -¢

Find by Citation
Code & Reqgs

Lases

Rulings/IRB

IRS Pubs & Other Tax Docs
Citator 2nd

Nore...

Date Range Sear:h‘—

Form/Line Finder
i-Tahles

Indeves

Tax Watch

USTR Code Section

History | Options | My Folders | Help | FSiaORT 1

Search | Table of Contents

Enter Keywords: h Thesaurus/Query Tool
o bankmuptcy legal fees 9 Search Clear Al
9 Choose Sources from: | All Federal i\TI Save 2
’ [¥] Editorial Materials ’ [¥] Primary Source Materials
+ [#] Citator 2nd (RIA) + [ Internal Revenue Code, Treasury Reguiations,

Committee Reports (RIA)
+ [/] Federal Tax Casss (RIA)
[¥] RS Bublicationz (RIA)
+ [V]IRE Aulings and Releases (RIA)
[¥] U.E. Tax Treatias in Forcs (RIA)
O Legislation (Editorial Analysis and Source

[#] Fadaral Tax Handbeook (RIA]
+ [¥|Faderal Tax Coordinatar {RIA)
+ [#] Form/Line Finders (RIA)

[#] Tables & Rates [RIA)
+ [ Tax Alerts (RIA]

| Tax Planning and Practice Guides (Spacial T Material)
T Studies) (RIA) [] Complate Analyeis of the Small Buziness and
+ [ United States Tax Reparter - Annotations {R1A) Work Opportunity Tax Act of 2007
T r Complete Analysiz of the Tax Prowvisions of tha
+ [¥] United States Tax Reporter - Explanations (RIA) — Tax Relief and Health Care Act of 2006 (RIA]
E] Complete Analysiz of the Pension Protaction &ct L
b' News/Current Awareness H ot 2008 (rra) =
+ [¥] Cummings’ Corporate Tax Insights (RI8) 7| Complete Analysiz of the Tax Increase

Frevention and Reconciliation Act of 2005 (RIA)

[ New Lew Special Studizs (1993 - Current Year]
(RIA)

[] 2005 (RIA)

[[] 2004 (RIA)

[ 2003 {RIA)

[[]2001 (ReA)

[] 2000 {RIA)

[[]1998 (R1A)

[[]1997 (RIA)

[[] 1996 (RIA)

[[]109th Congress (RIA}

[[] 108th Congress (RIA]

[]107th Congress (RIA]

[[] 106th Congress (RIA]

MO e i L

+ [ Federal Taxes Weekly Alert Newslstter (R14)
+ [# WGAL Journals
[#] RIA Tax Watch

(S = = T S 8 i e

best words to use that are not so broad that too many irrelevant documents are re-
trieved and not so narrow that too few relevant documents are found.

For an initial search, the terms bankruptcy legal fees were entered in the Key-
words box of Exhibit 6-1. Editorial Materials, News/Current Awareness, and Pri-
mary Source Materials databases were searched. Over 2,700 documents were
retrieved on the Source Documents screen. A full-text search looks for each term
appearing anywhere in the text of the documents. It does not consider our desire
that the document be about the tax treatment of the incurred legal fees for bank-
ruptey. The program literally searches for a string of characters making up the
words. Thus, every document addressing bankruptcy with the words lega/ and fees
in it is identified. Court cases, for example, are most likely to contain the term lega/
somewhere in their text. If the cases discuss bankruptcy and any type of fees, it is
included in the document list. Approximately 1,800 of the search results are court
cases, the majority of which are not applicable to research project. Common words
selected as keywords are likely to not be useful in discriminating relevant docu-
ments and should therefore be avoided if possible.

Due to the number of the documents retrieved, our search should be modified
in two respects. First, the number of databases searched is reduced. A general
understanding of the deductibility of bankruptcy legal fees is first necessary if the
researcher is unfamiliar with the topic. Therefore, only editorial materials provid-
ing explanations of the tax law such as the FT'C and the USTR—Explanations are
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selected. This modification is accomplished by selecting the “Modify Search” on
the Source Documents screen in Exhibit 6-2. With this modification, approxi-
mately sixty documents were retrieved.

Another modification performed to reduce the number of documents retrieved
is to place quotation marks around the words “legal fees” indicating that these
words should be searched as a phrase. Again, from the Source Document screen,
the “Search Within Results” Search Tools option is chosen to make this modifica-
don. This search option allows the researcher to further search the source docu-
ments already identified using additional terms or in our case altered terms.
Running the search with the modified keyword terms and the new databases iden-
tifies a more reasonable number of documents. Through this iterative research
process, our first set of search terms became bankruptcy “legal fees.” The spaces be-
tween words are interpreted by Checkpoint as an “and” connection. Accordingly,
only documents containing all of these words anywhere in its text are located.
Notice that these terms were entered into the Keywords box in no particular order.
However, if an order is desired, Boolean connectors may be used. A list of the RIA
Boolean connectors is furnished in Exhibit 6-3. Not only can the researcher in-
dicate order with these connectors, but relationships among words themselves. For
our search, for example, indicating that the terms should appear within the same

Exhibit 6-2: RIA Checkpoint Document Sources

History | Options | My Folders | Help | FSian O

Search | Table of Contents

A
Search Results - Source Documents |—
Total Documents Found:
2,730 Editorial Materials
Scarch Terms: bankruptey
legal faas Federal Tax Coordinator [RLA]
Sources: Actions on - = -
Decisians (1067 - Bresent) Analysis [ Federal Tax Coordinator [RIA 53
{RIA]; Advance Citator 2nd Checklists (RIA] 1
(RIA]; Advance... i
mor Client Lettars (RIA] |
Tax Alerts (RIA)
Modify Search ‘— =
Tax Alerts Davelopments (RIA
Tax Alerts Archives (RIA] 3
Search Tools
e Tax Planning and Practice Guides (Special Studies) (RIA) 1
Sawe or Schedule Ssarch United States Tax Reporter - Annotations [RI1A)
Annotations {Code Arranged - USTR) (RIA) 189
_ United States Tax Reporter - Explanations (RIA a
Iabie of Contents News/Current Awarcness
Federal Toxes Weckly Alert Newslelter (RIA) 25 —
WEEL Journals
Business Entitics (WGHL) iz
Journal of Corporate Taxalion [WGEL) 51
Journal of Taxation (WGEL) 7
Praclical Tax Strategies /Taxation for Accountants (WGEL) 33
Eractical Tax Strateqies Preview (WGHI Z
Primary Source Materials
Internal Revenue Code, Treasury Regulations, Committee Reports [RIA]
Einal, Temporary & Proposed Treasury 1 s (RIA) a
Internal Revenue Code (RIA) 1
Internal Revenue Code History (RIA) 2
Preambles to Final and Temporary Treasury Requlations [Treasury Decisions) (R14 23
Preambles to Proposed Treasury Regulations (RIA) i3
Erior Final & Temporary Treasury Requlations (RIA 4 |‘_’

[¥] View hite anly
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Exhibit 6-3: RIA Checkpoint Boolean Connectors

Keyword Search Type

Connector to Use

Example

Containing all my keywords

Containing any of my keywords
Contains one keyword but not the other
Containing an exact phrase

Containing variations of my keywords
Showing order to perform commands
Within n words of other (any order)
Within n words of other (in exact order)

Within same sentence (or 20 words) as
other (in any order)

Within same sentence (or 20 words) as
other (in exact order)

Within one paragraph (or 50 words) of
other (in any order)

Within one paragraph (or 50 words) of

Space, &, AND
|, OR

A, NOT

" " (quotes)

* (asterisk)

() (parentheses)

/n (n equals a number)
pre/n

/s
pre/s
/p

pre/p

earnings profits

earnings OR profits

earnings NOT profits
"earnings and profits "
deduct*

(earning profits) NOT retained
consent /5 dividends

consent pre/5 dividends
consent /s dividends

consent /s dividends
consent /p dividends

consent pre/p dividends

other (in exact order)

sentence would have been useful. The keywords would be entered in the Keywords
box as bankruptcy /s “legal fees”. Using this entry produces four documents in the
FTC, all of which are relevant to our project. Variatons in words may also be
searched. If we want to search for the terms expense, expensing, and expenditure, we
could enter “expen*” where the asterisk is a holder for zero or more characters at
the end of a word. Documents containing any of the variations are retrieved. The
list of connectors is available in Checkpoint by clicking on Thesaurus/Query Tool
functon (see Exhibit 6-1, at top right).

If the researcher is not sure of the best terms to use, synonyms can be added to
the keyword search terms, by using the thesaurus built into Checkpoint. The re-
searcher has the option of selecting which of the synonyms displayed are added to
the search or of including all of the alternatives. By being able to select only some
or one of the terms, researchers can customize the search to their particular re-
search project. For Research Project 6-1, the term bankruptey elicits synonyms of
recetvership and “subchapter v.” By selecting the synonyms we prefer, Checkpoint
automatically adds the terms to the keywords box with a vertical slash between
each term indicating an “or” connection for the synonyms. More information on
formatting keyword entries can be found in the “Help” feature appearing on every
screen (see Exhibit 6-2).

Using the databases and search terms described, our search results in docu-
ments being identified in the FTC and the USTR—Explanations. Clicking on ei-
ther of these titles will display the list of documents found in these services. The
FTC, RIA’s flagship service, is a topical service, whereas the USTR is an annotated
service that provides explanations as well as annotations to cases and rulings. As
Exhibit 6-4 demonstrates, the FTC document list provides the paragraph number,
the title of each document, and shows the keywords in context with the keywords
highlighted. The first document listed “Deductibility of fees incurred in connec-
tion with personal and business bankruptcy” appears to provide a promising start
for our research project. Clicking on the title of the document will retrieve its full-
text entry.
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Notice that prior to the paragraph number is a column titled Score. This score
is used for listing the documents in order of relevance. The relevance of docu-
ments is determined by an internal complex formula created by IRA that weighs
factors such as density, commonality, and relativity of the search terms in the docu-
ments. Rather than being displayed by relevance, the documents may be listed by
TOC order. The researcher may indicate display preferences through the Options
function (see Exhibit 6-4, at the top right).

The Document Display screen (Exhibit 6-5) provides easy access to the other
documents in the FTC by listing them in the left window. Documents in the FTC
and all documents found by the search also are accessible through the Document
arrow at the bottom (right) of the screen. Clicking on the arrow will scroll though
the documents. The Content arrows change the left window to a Contents View,
(Clicking on the Contents View button at the top of the left window will perform
the same ordering.) This allows the researcher to know where in the TOC the cur-
rent document is located. Also, through this view, the researcher can browse the
service as one would flip through the pages of the published version. This is very
handy when the researcher would like to read other explanations closely related to
the topic of the research project.

Finally, the Keyword arrows (far right bottom) find the occurrences of the
keywords in the documents. The keywords throughout the text are highlighted for

Exhibit 6-4: RIA Checkpoint Document List

History | Options | My Folders | Help | FSign O x|

Search | Table of Contents

Search Results Documernts from: Analysis / Federal Tax Coordinator (RIA) |:
Document List —/| _i
;;)tal Documents Found: Score  Document Title (Relevance Order About Relevance... )
ﬁ:;;ﬁhc;ﬁrms Benkeuptcy 93 [] [E]L-2922 Deductibility of fees incurred in connection with personal and business bankruptcy,
Sources: A”Ei\’si}f F‘Elda"a' L-29220eductibility of fees incurred in connection with personal and business bankruptoy. A taxpayer can deduct legal =
Taw: Coardinator (REAL; fees in connection with a business bankeriotey., Where a taxpayer liguidated his dairy farming business at auction, a
Checldicte [RIA]; Client state court
Lattars (RIAY; .. :
more... 57 [ [E]L-2946 Receivership and liguidation.
FTC Analysis L-2946Receivership and liquidation. Legal fess paid to oppose an action of receivership 3Fatch, Minerva King, (1541)
25 documents PH BTA Memao {41552Paich, Minerva King, (1341) FH ETA Memo §41552
Modify Saarch 56 O = M-4331 Whaether lagal or professional faes qualify far tha 10-vear spacifiad liability loss
BICIRYe be carrybach.
Advica 199945014 Thus, this rule applies to Fees paid in connection with an SLL 48Fiald Service Adwice 199041011Feld
Service Adwice 188836002 such as legal f2=s incurred in contesting or investigating workers' compensation
claims 491IRS Letter Ruling 200129002 as well as to fees that are paid to contest &
50 [ [E]L-2502 Suits that arise out of business operations.
account which were to be disbursed to A in accordance with the terms of an escrow agreement. After the funds were
disbursed, A filed for bankruptcy. The depositor of the Funds sued taxpayer for negligence, breach of contract, and
Tabla.of Coatants breach of fiduciary responsibility. Taxpayer made a payment to settle the lowsuit
47 O I% L-2302 Deductibility of legal expenses incurred in conducting business activities,
L-20020eductbility of legal expanses incurred in conducting businass actwities. Legal fees incarred by a taxpayer are
deductble az a3 businsss expenze whars directy connected with, or proximately rasutting from the businece.3Hclt,
Jerry A
39 dl @ L-2969 Legal expenses in personal matters.
L-79651 2gal expensas in personal matters. Whers the origin and character of an expense is in a personal matter, legal
fees and court costs are generally not deductible, no matter what the effect on taxpayer's income. Thus, a deduction
was denied for: ... Defense of two
32 [ [E)L-5501 tissolution and lguidation costs defined.
42-1 USTC Y9425Laster, Edward, (1540) 43 BTA 159, acq, affd & revd(1542, CAS) 25 AFTR 465, 123 F2d 4, 42-1 USTC
949425 Lagal fees paid at the beginning of dissolution are deductible in the yaar paid, avan i final diesclution dees nat
occur until a later year.2
28 @ @ L-5761 Capitahization of amounts paid or incurred to facilitate an acquisition of a trade or business,
' a change in the capital structure of a business, and certain other transactions.

& Pagelof1 W

itimm nf tha crael AF % hacaues Hha seooicibion wae nnt enmnlate onsil the snriteck lFinstice sse olkimatale L

[#] Display Wards Around Hits
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Exhibit 6-5: RIA Checkpoint FTC Document

History | Options | My Folders | Help | TSign O = |

Search | Table of Contents

3 L-2922 Deductibility of fees incurred in connection with personal and business bankruptoy. =)
RIA bility of 4 h I bank E
| Analysis [ Federal Tax Coordinator (RIA) L
& Pagelof 1&g |‘A
Search Results qL-2922. Deductibility of fees incurred in connection with
Documnents from: Analysis [ Federal Tax i s
e ilales sdaeal) personal and business bankruptcy.
crores in parenthecec)
A taxpayer can deduct lagal faes in connaction with 3 business bankruptcy. Where 2
T e e e ﬂ taxp‘_ayer ||qu|da_ted_ his dairy farming busmes_s at auct_lon, a_state_ court ordered the
{93} connecton with ne-sonal and business F auctioneer to distribute the proceeds to various creditors, including $1,347 to an attorney
bankruptoy, for the auctoneer and $4,000 to taxpayers attorney. The Tax Court held thase legal feas =
2 -7o46 Recsivership and liquidation, were business expenses since they were incurred by both the auctioneer and taxpayer in
(57) the suit regarding distribution of the proceeds of the liquidation of taxpayer's business, and
?55) %ﬁegﬂﬂeﬁlﬂw not with regard to taxpayer's perscnal legal affairs. 94
fees gualify for the 1 0-vear spacified ’
ity | i A a1
4 L-2502 Suits that anse out of business
(50) opersbone.
5 L-2502 Deductibility of lecel expenses 3 Pierson, Raymond, {1986) TC Mema 1985-143 , PH TCM 185143 , 51 CCH TCM 821 .
{47) inourred in conducting businzss activities. =5
?_gjmwﬁw when personal bankruptcy was proximately caused by the failure of 2 business snterprise,
_," man&c&r | & liauid legal fees incurred in connection with the bankruptey proceedings were partially
f}:)wwmw deductible as a business expense. Bacause of tha causal connection between the
p— famonl bankruptcy petition and the failure of the business enterprise, a portion of the legal fees
i"26} e redito ToEEAe anucgumtlm o had irs origin in the business and, using thaGilmore "origin and character” test (9 L-2901 ),

trade or business, a change in the capital | | that porbon was deductible. The deductible portion was found to ba that part of the 1,500

tstrua‘tur of a business, and certain cther expense which bore the same ratio to the legal fee as the claims of the business creditars

M s bore to the claims of all the creditors, about 87%, %2 In another case where taxpayer's
|’27} i s hast i mk:uu:r e personal bankruptcy was proximately caused by the failure of & business enterprise, the

¥ pe : : ; ;
3 Tax Court applied the approzch it had followed inCox (footnote 42) to determine the
0 G-3016 Mo daim of right relief where s
(74) t2unaver restores llenally oainad deductbla portion of taxpayar's bankruptoy-ralatad legal and other feas, and spacifically
income. rejected IRS's argument that that portion should be based on the tims spant by the
11 L1404 Ewoansas ralated to produckon of attorneys, accountants and the bankruptcy trustee in dealing with the specific business-
{22) income. related bankruptcy lisbilites. 423
12 U-1272 Who is o "prevailing party for
(12) purpeses of award of administratin and a7

litigation costs.” -

M-P137 Prosnacts for recovery of theft [/
{IS‘J loss under a claim for reimbursement, & e == & Document & 45 Contents & & Keyword &5
14 M-3937 Brofeccionale’ loans to disnte. ‘-"IN“ Soport C-mail Save Open Text
£181

easy identficadon (see Exhibit 6-5). Citations that hyperlinked to their full-text
documents are indicated by being underlined and in blue type. Clicking on the
footmote numbers will jump to the citations. Since the FTC is a topical service,
footnotes are utilized to provide substantiation for the editorial views expressed in
this service. The discussion presented in such commentary is not the law, and the
paragraph numbers of the FTC should not be cited as support by a tax profes-
sional. Primary sources, after being investigated and applying professional judg-
ment, are usually the only appropriate documents to be used for supporting a
taxpayer’s position.

SPOTLIGHT ON TAXATION

Tax Service History

The United States Tax Reporter, the annotated tax service of-
fered by RIA, didn't start out with this name. Prentice Hall published this tax
service from 1924 to 1990 as the PH Federal Taxes. In November of 1989,
Maxwell MacMillan bought the service and merely replaced Prentice Hall’s

continued
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continued

name as the publisher. Then, in September 1991, Thomson acquired Max-
well MacMillan. The PH Federal Taxes became part of the RIA offerings in
1992 when its name was changed to the United States Tax Reporter.

Through reading the documents currently identified, we realize that we need to
revise our tax issues. We have learned that personal bankruptcy legal costs are not
deductible. The revised tax issue becomes the deductibility of all or part of the
bankruptcy legal costs as business expenses. T'o make sure that we find all of the
pertinent documents addressing the deductibility of legal fees as a business deduc-
tion, we enter a different keyword search using the terms business and “legal ex-
penses” or “legal fees.” The Source Documents screen indicates sources available in
the USTR-Explanations and USTR-Annotations, the two databases chosen for
this search. One of the documents from Explanations, Expenditures connected
with litigation, is reproduced in Exhibit 6-6. Note that the paragraph number,
{1624.040, provides a reference to the Code section governing this issue, §162.
The last number, 4, indicates that the paragraph is an explanation.

Exhibit 6-6: RIA Checkpoint USTR Document

& Pagelof 1 e

Drocuments from: Explanations [Code
Arranged - USTR) (RIA) {Relevonce Grder
- scares in parentheses)

1 EXP 11624.378 Exoense of delending
(62} against prosecdtion for law viclations.
2 BEXPY23124.10 | sqal evpansas,
£52]

3 EXP 16230405 iturcs connected
(49} with litigation.

4 i ; E i fut=1}

(47} public policv—overvien,

o EXP f2124.14 Legal expancac in

(25} connaction with tawas.

G EXF 12634.01 Defending or perfecting
(19} Eitle,

7 EXP 1263805 Sxpenditures connected
(11} with sales of property,

2  EMP 2124 Expensec tor production of
5] incoma.

3 EXP f1i1554.021 Loss distinguished from
{1} cdptal expendibure.

History | Options | My Folders | Help | PSTan O o

Search | Table of Contents

RIA e EWP 1624.040 Expandtures connacted with litigation.
. Ewplanatens [Cods Arranged - USTR) [RIA) PULL
b Annot | b iRe | b Reds | b Gom Rpis | b Hist | } AdvAnnot | sl [=]

EXP 91624.040 Expenditures connected with litigation.

Lagal expenses paid in connection with itigaton and amounts paid in sattlament of

litigation is directly connected with or proximately results from the taxpayer's business.
11625.041(5] — §1625.051(5) . A common exampla is tha fae paid to a lawyer to collact a

deductions even though they result from a taxpayer's business, on the ground that they
are in the nature of capital expenditures; for example, the cost of defending or perfacting
title, explained at 12634.01 et seq.

An amount paid in settlement of a claim, ansing out of a business transaction, without
admitting liability, for the purpose of avoiding itigation is generally treated as a business
axpanse, See for exampls 11625.043(20) .

Damagas paid pursuant to a judgmant or in sattlemant of 2 suit or claim are generally

instances in which the claim armse in connection with 3 business transaction, a payment in
settlement of the damages has been allowed ac = businass axpensa. Sea, for example,

Payments to attomeys and related items are deductible under Code Sec, 162 regardless of
the nature of the work performed, e.g., trizls, conferencas, or office advice. The crucial
thing to be established is that the expenses wera related to, or arose out of, taxpayar's
business.

The subject of legal expenses in connaction with tax matters is covered at 11625,043
(171, M1675 . 048(5) et ser. ; and fraud and ather criminal violations ar 11625.044(57 at
seq.; 91624.378 .

Individuals not engaged in a business may be able to deduct litigation expenditures as |:]
C:'h ‘ﬂf | =] ['g = 44 Document & &5 Contents & 43 Keyword &
Primt Enpark E-watil St Dpens Feck
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Directly above the paragraph number and document title in Exhibit 6-6 are a
number of buttons that will lead the researcher to other documents related to this
topic, such as annotations (Annot), the applicable Code sections (IRC), Regulations
(Regs), committee reports (Com Rpts), history (Hist), and advance annotations (Adv
Annot). When comparing this document with the FT'C document in Exhibit 6-5,
observe that these useful buttons are not present in the FT'C. This is because the
FTC is a topical service and the USTR is an annotated service. As in Exhibit 6-5, the
left window of Exhibit 6-6 displays a list of the documents retrieved by the search.

Selecting the Document List tab (in left window) displays the long list of docu-
ments from the search appears in the left window. An easy way to narrow this list is
to click on the Search Tools tab at the top of the left window, then select Search
within Results, and enter personal bankruptcy into the Keywords box. The documents
and annotations returned seem to be pertinent to our research. Since the annota-
tons also are part of the USTR, the same buttons (IRC, Regs, Com Rpts, etc.) ap-
pear above the annotation titles. The Expl button replaces the Anno button and will
take the researcher to the explanation portion of the USTR related to the annota-
don. Each annotation is hyperlinked to the related primary documents. Competent
researchers always read the primary documents and never rely on these exceedingly
brief annotations when resolving a tax question. The case of Herbert E. Cox, TC
Memo 1981-552, indicates that the bankruptcy legal fees are deductible to the ex-
tent that the bankruptcy filing has its origin-of-claim in the taxpayers’ business. The
crucial factor is whether the bankruptcy filing was proximate result of the business
failure.

Contents Search

One very important method of limiting the number of documents retrieved and
guaranteeing their pertinence is to employ a contents search either in conjunction
with a keyword search or as the only method of searching. This method treats elec-
tronic tax services as if they are their counterpart published services. Accordingly,
researchers can “drill down” through either the TOCs or Indexes of the tax services

just like they would “thumb through” these if they had books in front of them.

TOC Search A TOC search is launched from the opening screen by selecting the
Table of Contents option (see Exhibit 6-1). For the illustrative Research Project 6-1,
we would review the Federal Editorial Materials and in particular the FTC. Scan-
ning the chapters in the FTC, Chapter L. Deductions: Business and Investment
Expenses, Travel & Entertainment appears to be relevant. Clicking on the title will
display the TOC for the chapter. The researcher can continue to drill down
through the contents untl pertinent individual entries are found. This drill-down
method can be very efficient when the researcher has a good idea of where in the
services the relevant documents are likely to be located.

At any point in the drilling-down process, a keyword search may be performed
on up to fifteen topics by checking the box in front of the title (see Exhibit 6-7).
This search is not limited to the TOC titles as might be presumed; rather it
searches the documents within the titles. Thus, using this method will lead to the
same relevant documents as a general keyword. The advantage of this option, how-
ever, is that the researcher can limit the chapters of the tax service searched to only
those that are pertinent to the issue being researched.

The results of keyword search of Chapter L, using the terms bankruptcy and
legal, is shown in Exhibit 6-7. The top of the right window shows exactly where the
topics retrieved are located in the service (Federal Library, Federal Editorial Mate-
rials, FT'C 2d, Currently in Chapter L). The numbers after the topic titles indicate
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Exhibit 6-7: RIA Checkpoint Table of Contents

History | Options | My Folders | Help | Sign O % |

Search | Table of Contents

Table of Contents Checkpoint Contents 15
Jump To eral 15
Ti'I:lI]cs Federal Editorial Malerials 15
Form/Line Finder Federal Tax Coordinator 2d 15
USTR Code Section ] currently in: Chapter L Deductions: Business and Investmant Expenses, Travel & Entertainment . 15
Browse -
Lenien lziall # [ 1-1100 What is a Trade or Business? 2

Display Level 3 —
nisplay Level 3 * [] L-1400 Expenses for Production of Income. 1

+ [] L-2500 Payment of Civil Judgments and Settlements. 1

+ [ L-2900 Legal and Accounting Expenses. 4

+ [ L-3900 Employees” Special Expenses. !

+ [ 1-4200 Miscellanecus Expenses.

+ [[] 1-4400 which Taxpaver Is entitled to Deduct and Investment F '
+ [ L-5400 Trealment of Expenses Incurred in Conneclion With Reorganizations, I

+ [ L-5500 Dissclution and Liguidation Expenses, 1

+ [ L-5600 Capital Expenditures. I

#+ [ L-5750 Expenditures to Acquire or Create Intangible Assets or Benefits 1

[¥] Shaw Only Hits

& 2007 Thomzon/RiA. all rights reserved.

Enler Keywords: Thesaurus/Query Tool
| bankmuptey lagal | Search | | Clear Al

how many documents were found containing the keywords. Legal and Accounting
Expenses (] L-2900) has the most hits. Expanding this title leads to | L-2922, De-
ductibility of fees incurred in connection with personal and business bankruptcy,

which is the same document found using the keyword search and provided in
Exhibit 6-5.

Index Search An Index Search was one of the most efficient search methods when
tax services were available only in published form. The advantage of an index
search is that the tax meanings of the words are considered as well as the context in
which the words are found. This is because the individuals create indexes. The re-
searcher has the ability to use the expertise of the indexer in locating the primary
documents of interest. This advantage of indexes holds for the electronic services
as well. Some researchers find it beneficial to start with an index search to help
them identify effective terms for their general keyword searches.

An Index search can be started from two different points in the RIA Check-
point service. The first method is to select Indexes under the Go To heading in the
left window of the opening screen (see Exhibit 6-1). Only the Federal databases
with indexes appear on the displayed screen. These services include the following.

¢ FTC 2d Topic Index
* Code Arranged Annotations & Explanations (USTR) Topic Index
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® RIA’s Federal Tax Handbook Topic Index

¢ Current Code Topic Index

¢ Final & Temporary Regulations Topic Index
* Proposed Regulations Topic Index

Once a database is selected, the researcher has two options. Clicking on the data-
base will display a listing of the alphabet. From this screen the researcher can select
a letter and continue to drill down until the specific topic of interest and the docu-
ments are located. This method is similar to using an index for a published service.

The other method for starting an Index Search is through the TOC. Federal
Indexes is one of the options listed for TOC Searches. As with other TOC sear-
ches, a keyword search is possible with any of the indexes. However, the keyword
search is restricted to the index entries. This differs from other keyword searches
in that it is the index entries themselves, and not the underlying documents, that
are being searched. For example, selecting the letters B and L within the FTC in-
dex, keywords bankruptcy and legal are searched. Under the letter L, four topics are
listed, one of which is legal expenses. Clicking on this topic (shown in Exhibit 6-8)
leads directy to { L-2922. This is the same document found through the original
Keyword and TOC searches. However, the Index Search took less time.

Exhibit 6-8: RIA Checkpoint Index Listing

History | Options | My Folders | Help | (STgmion i I

Search | Table of Contents

Legal expenzes
Federal Tax Coordinator 2d Topic Indew

& Page1of 15 |“\
Scarch Results et I
Documents from: -L- (Refevance Order - Legal expenses L-2000 seq. =
scores in parenthases) : =
. .accourting actisns E
. . . eamings and profits L-2833
o D»\_mcr:l}lp of property, L-2510
1 Legal expenses Hete N
gz-{j . = . .acquisition of property L-2308 , ZSJL-B-. 4 EELZ
(10 z . .adjusted gross income B-2513
3 Lirnitation periods P -6 15 L= L
() Alimeny KB189r  g63' 29637 2965
?‘) Liquidation . .allocation L_Z_B_Ll:;a
1
. . - bankruptcy, persenal and L3323
buziness
. - community property L-2323
. _ mathods of L-2o1p &t
seq.
. . portnerships L-2521
. . principal and interest L-2074
. - royalty interests L-2025
- - stock ownership =232
. « time spent L-2518
+ « « value of property L-2319
. .antanuptial proparty L2054
agreemai et
. .anti-trust suits L-2335
. -appraisal and appraisal fass
;tlo::IZCdcm ption of cancelled L2544
.« - waluation of stock L2043
. .assault actions L2930
, Jaltorney's fees
Losatolney = elilp fessor. iy L2

[E] 3 | IIT_} & 3 %4 Document & ¢ Contents & & Keyword &5

Print mm:—n—nmnym{;z
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Tax professionals familiar with search engines such as Google and Yahoo often
are inclined to use a Keyword Search when an Index or TOC Search may be more
efficient and effective. Experienced tax researchers tend to use TOC, index, and
citation searches much more frequently as they develop their skills.

Citation Search

A third approach to electronic searches is a Citation Search. To perform a search by
Code section or case name, choose a title under Find a Citation in the left frame of
the opening screen (see Exhibit 6-1). Citation Searches can be performed on the
Code, Regulations, cases, various IRS rulings, and IRS publications. If the type of
document you wish to find is not listed in one of these options, the More ... heading
contains an extensive list of documents that can be searched by citation. After selecting
a type of document, Checkpoint provides templates for entering citations and ex-
amples for each template. These templates make entering a citation simple because the
proper format is provided. Examples of Code and Case Searches are presented next.

Code Search Research Project 6-1 concerns the possibility of deducting the bank-
ruptey legal fees. The most likely reason for these legal fees to be deductible is that
they are associated with a trade or business, that is, they fall under the umbrella of
§162. Entering the section number in the template for Current Code retrieves the
full text of §162, Trade or business expenses, as shown in Exhibit 6-9. On careful

Exhibit 6-9: RIA Checkpoint Code Document

History | Options | My Folders | Help | TSign O = |

|(] it | 5] 'Print Bepurt F-msil Sse Open Tent

i Contents &

(X

Search | Table of Contents
RIA ¥ 5152 Trade or business expenses. E
N Internal Revenue Code (RIA) L
B Expl | [ Knnat | B ETE | B Rege | B Com Rpis | B Higt | b AdvAnnot ftf— I
Checkpoint Cortants 1 -AJ |
LT § 162 Trade or business expenses.
Federal Source Materisls 1
Code, Regulations, Committes Reports & Tax.
Intarnal Revanue Code I
Current Code 1 = ”%E{a} ¥FFE] 11 general.
Subtitle & [ncome Taxes §81-1564 1 Thara shall be allowed a5 a daduction all the ordinary and nacassary exparses paid or
Chepter 1 NORMAL TAXES AND SURTAXES incurred during the taxable vear in carrying on any trade or business, including—
Subchapter B Computation of Taxable [net
= ~ : ¥ FTC B :
Bart W1 ITEMIZED DEDUCTIONS FOR INDY "TE1) ’_I a reasonable allowance for salaries or other compensation for
5161 Allowancs of deductions. personal services actually rendered:
@ 516Z Trade or business expenses.
& = ""EE(Z) .Fil traveling expensas (including amounts expended for meals and
@ Bt e lodging ather than amounts which are lavish or extrawvagant under tha
@ H16d Tawas. circumstances) while away from home in the pursuit of a trade or business; and
@ H1E6S Losses,
[S) 5186 Bad debts, "'E!(B) PFI8 | rentals or ather payments raguired to be mada as a condition to
@ 8167 Deprecigtion. the continued use or possession, for purposas of the trade or business, of
5168 Accelerated cost recover = 0162((E)p which the taxpayer has not taken or is not taking title or in which
System. he has no egquity.
[£| 5168 Accelerated onst recovery:
. system. [Repealed] For purposes of tha precading sentance, tha place of residence of a Membar of
5160 Amortzation of pollution control Congrass (including any Delegate and Resident Commissioner) within the Stata,
facilitiss. congressicnal district, or possession which he represents in Congress shall be
[ 5170 Charitable, etc,, contributions considered his home, but amounts expended by such Members within each taxable
_ and gifiz. year for living expenses shall not be deductibla for income tax purposes in axcess of
@ 5171 Amortizable bond oremium. 33,000, For purposes of paragraph {2) , the taxpayer shall not be treated as being
£172 Net operating loss dediichion. temporarily away from home during any pericd of employmeant if such period exceeds 1
@ 5172 Circulation expenditures, year. The pre_cedlng sentence Sljla” not apply to any Federal employee during any
@ = = 1 pened for which such employee is certified by the Attorney General {or the designse |_V_
5174 Research and experimental f
expendilurss, |i| il |_2_|
[E] 8275 S0l and watsr conssrvation B2 E R =

10)
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examination of Exhibit 6-9, you will see a symbol for the four compass directions.
Placing the mouse pointer over or clicking on this symbol brings up a box in which
the exact cite for the particular portion of the document is displayed. This small
box is visible in Exhibit 6-9 for the §162(a)(3) paragraph. This unique feature is
helpful when examining long Code sections or Regulations with complex para-
graphing structures. If the researcher would like to know where the Code section
fits within the Internal Revenue Code, the Contents View, in the left window, con-
tains this information. As can be seen in Exhibit 6-9, the Contents view shows the
exact placement by providing the subtitle, chapter, subchapter, part, and section
number for the current Code section of interest.

Another useful feature offered in the left window is the Outline. This gives an
outline of the Code section by listing the subsection titles and their associated let-
ters. By clicking on the title, Checkpoint presents that part of the Code section on
the screen. With Code sections like §162 that have numerous subsections (through
subsection q), this is particularly helpful. It is easy to get lost as to where you are in
sections that are as long as this one.

Using the Code section as the beginning point for identfying related docu-
ments is simplified by use of the buttons located above the Code section title and
at each subsection or division thereof. These buttons will lead the researcher to
explanations and annotations in the USTR (Expl and Annot), topical entries in the
FTC, relevant primary sources (Regs and Com Rpts), history (Hist), and current de-
velopments (AdvAnnot and New Law Analysis). Through these links, the researcher
eventually may find the relevant documents desired. However, relying exclusively
on Code section searches may be more time consuming than contents or keyword
searches when there are several Code sections involved in the research issue.

Case Search Unlike the other major services, Checkpoint allows the researcher
to enter either the case name or its citation into one of the templates furnished
(reproduced in Exhibit 6-10). This is quite convenient in situations such as ours
for Research Project 6-1 when all we know is the name of the case. Entering the
Gilmore name retrieves all of the court cases with Gilmore as a taxpayer. This pro-
duces over forty cases. Since we know that it is a Supreme Court case, we can use
the Search Within Results tool to narrow the listed cases. Using the abbreviation
for Supreme Court (S Ct) in the Keyword box substantially reduces the cases re-
trieved. Only one of these cases was decided in 1963.

In the case document listing, along with the proper citation for each case and
its disposition, RIA lists the Code sections applying to the cases. The Code cita-
tions often help in identifying which case is relevant to the research project. Click-
ing on the case citation produces the full text of the case. The complete RIA
citation is given as the title for the document and, again, the Code section applying
to the case is listed. Since the Gilmore case is from 1963, we definitely should
check this case through the Citator (using the citator button provided above the
case name) to make sure that it is still valid law (see Chapter 8 for a detailed discus-
sion of Citators). If we are interested in only newer cases, the Date Range Search,
in the left window of the opening Screen (Exhibit 6-1), allows court cases to be
searched using keywords with date restriction.

As was true for a Code section document, a case document may furnish entry
into the tax services. The buttons offering annotations and explanations that ap-
peared on the Code Section screen are also present on the Case screen. With these
buttons, the researcher is led to the case’s annotations in the USTR or explana-
tions where the case is cited in the FT'C service. Selecting either of these buttons
leads to documents retrieved in the previous Keyword Searches.
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Exhibit 6-10: RIA Checkpoint Case Templates

History | Options | My Folders | Help | FSigmon x|

0]

Search | Table of Contents

Search Find a Case by Citation
Practice Area:
Faderal |ﬂ
Search All Federal Cases by Case Name
Examplzr Redlark
Keyword Search [
case Name: | Climore [[Search |
Find by Citation .
Code & Rens _Arrleru:an Fadara_l Tax Rapo_ﬂ'j
e Example: 97 AFTR 2d 2005 :

Rulings/IRE [ | AFTR 2d |'q L | [Search
IRS Pubs & Other Tax Docs Sramioles R ==
Citator 2nd S
nore... Case Name: | [Search |
Date Range Search Taox Court Reported Decisions
Exampler 126 TC 36
! TCor T.C. MNa. | _! Search
E 2! Swallows Holding. Lid.
Caza Name: i Search II
i-Tahles
dndekas Tax Court Memorandum Decisions
Tax Watch Wa‘b;h ~ Examplar TC Mamo 2006-17
USTR Code Section ! Sarh !
Evampla: Mokzkn
Case Name: | Seaich

Tax Court Summary Opinions

Exampls: TC Bummary Opinion 2001-129

!_ - __i Search |

Examplar Frad F. Humbla

Case Name: | | | Search

£ 2007 Thomeon/RIA. All rights rezerved.

With a Citation Search, the text of a specific case, Code section, or other pri-
mary source is the end result of the search. Cite searches do not facilitate the re-
trieval of all documents that might be relevant to the research project. Case names
or Code sections may be used as search terms in Keyword Searches to locate the
relevant documents. It would be important in this type of search to include other
keywords as well, to narrow the search and ensure that every document containing
the case name or Code section number is not retrieved. These latter searches fol-
low the same steps as any Keyword Search.

| CCH Tax Research NETWORK

The Commerce Clearing House (CCH) Internet service, called Tax Research
NetWork (NetWork), is visually quite different from RIA Checkpoint; however,
the searching methods utilized with NetWork are similar to those applied in the
Checkpoint sectdon. The differences in the implementation of these methods will
be illustrated in this section by again using Research Project 6-1. This will facil-
itate comparisons of the two tax services.

CCH is organized like a file cabinet with folder tabs for its major databases
(see Exhibit 6-11). Since Network generally opens to the “My CCH?” folder that
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Exhibit 6-11: CCH Tax Research NetWork Federal-Opening Search Screen

CCH' Tax Research NetlVork Help | Log Out
Main Menu  Clear Selections Research History  Research Folders Check Citator | | Find by Citation | | Search Tools *‘—
(et
[ woen | TaxTrackarNows || Accouning8 Audii
Siate Tax s}:‘éﬁfm"‘“ SalesiProperty Tax F"""‘"" & Wasith Managament ]{ Tax Practice Areas ][ Frnsion & Payroll ]
Intsmational Tax parfom plus 11l forms G{hhﬁﬁlaiu Capital Chinges Tex Tools i’ GPE ][ Trairing & Suppert
Federal Tax @ [
Current Features and Journals — Select All [] =
2 [[] Federal Tax Day 2 [ Joumal of Retiremant Planning = [] Federal Estate and Gift Tax Report Letter
& [[] CCH Federal Tax Weekly &[] ADVANCE RELEASE Documents & [ Tax Treaties Report Letters
& [[] TAYES - The Tax Magazine & [| Federal Excise Tax Report Letter
Tax Legislation — Select All [] =1
: ; . Tax Reliel and Reconciliation Acts of 2006 Law
= HL i =3 i = [ ]
= [[] CCH Lagislation Mewswire O 2 Explanation [ JCT Blue Sooks
5 " g - i i I ai 5 - y o) st i =
& [ Bills Worth Watching e[ Fh-Eoastonand Anaveis Books (1082 @ [ cRS Repotts and Other Stusies (2003-2007)
= [] CCH Tax Bnefings = ] ;3;3?“'9 Eieprim At o Rl [ Higtorical Lagislative Documents (2003-2006)
Small Business and Work Opporiunity Tax Act . i S
@ =3 - T — s x = it s it e X
2 ] of 2007 Law & Explanation = [[] Major Tax Acts and Reparts (1986-2007) = [] Historical Legislative Documents (1954-2002)
CCH Explanations and Analysic — Select All I:*— = L
2 [¥] CCH Tax Research Consultart 2 [} Fed Excise Tax Reparter = [¥] Tax Practice Guides
= [U] Standard Federal Income Tax Reporter & [] Tax Treaties Reporter = [ Employee Benefits Analysis
Standard Federal Income Tax Reportar— fur F % = <
[ - [ L = C | Ci ]
| Explarations U.S. Master Tax Guide [ Social Secunty Sensfits Explained
@ [7] Federal Estate and Gift Tax Reporter =] Practice Bajora IRS & Courts
Primary Sources — Selact All [ =
%= [¥] Current Internal Revenue Code: = ] Cases %= [¥] Intemal Revenue Manual
. o = Lot IRS Positiens (including TAM va— o1
@ [ Lest 1054 Code @ g Latier Rufrgs & RS Rositions (Includng TAME: o o i misiaians

contains current tax news, a folder must be selected before the researcher can be-
gin searching. For Research Project 6-1, we will select the Federal folder and this
will be the focus of the CCH section. The State and Sales Tax folders will be dis-
cussed in Chapter 9, and the International Tax tab is reviewed in Chapter 10.

SPOTLIGHT ON TAXATION

Tax Service History

The CCH service has been in existence since the first U.S. tax law
was passed in 1913. Through this long history, CCH has become one of the
most recognized publishers of tax products. In 1995, Wolters Kluwer, an in-
ternational Dutch publishing corporation, acquired CCH from the majority
shareholders, including the members of the Thorne family whose great-
great grandfather founded the company. This $1.9 billion takeover was the
world's largest publishing acquisition at the time.
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Keyword Search

As with RIA Checkpoint, CCH NetWork emphasizes keyword searching. The
Keyword search box appears in the tools bar and therefore is available from every
screen (see Exhibit 6-11). The Search Tools button associated with the Keyword
box enables the researcher to customize word searches. With this option, the re-
searcher may select from the following search methods: all terms (the default set-
ting), any term, near (terms to be within twenty words of each other), exact phrase,
or Boolean connectors. The number of documents retrieved can be set from 1 to
9,999 with the default at 50 (generally more than enough to examine). NetWork
sorts the list of documents retrieved by relevance unless the researcher selects to
display the list of documents based on the TOC of each database selected.

NetWork automatically applies a thesaurus to all the keywords. This may not
be beneficial in all research situations as it can cause numerous unrelated docu-
ments to be retrieved. This feature may be turned off on the Search Tools screen.
Recall that with RIA Checkpoint, the researcher must select which words the the-
saurus suggests to be added to the Keyword Search. Thus, the application of the
RIA thesaurus is not automatic like it is with CCH.

From this same Search Tools screen, the searched databases can be restricted
by date or by type of document. The Search by Date restriction option is especially
convenient when updating a previous research project. Accordingly, only the most
current documents would be designated for searching.

Once the keywords and search options are entered, the databases within the
folder must be selected. Within the Federal folder there is a variety of resource
groups, composed of numerous databases, from which to choose. Only a small por-
tion of the available databases is seen in Exhibit 6-11. Researchers have the option
of selecting all the databases within a resource group or only those databases ap-
plicable to their project. If a researcher decides to change the selection, using the
Clear Selections option in the toolbar removes all choices, and the selection pro-
cess starts over again. This clearing includes the choices made on the Search Tools
screen. The researcher can also just unmark the database boxes not desired.

To locate documents related to Research Project 6-1, CCH Explanations and
Analysis and Primary Sources databases is selected (see Exhibit 6-11). Within the
former database those services such as Federal Estate and Gift Tax Reporter and
Federal Excise Tax Reporter, which would not be useful in this research, were de-
selected. The same selective process was applied to the Primary Sources databases.
As with RIA Checkpoint, CCH NetWork editorial materials provide a topical ser-
vice, Tax Research Consultant (TRC), that is similar to the FTC, and an anno-
tated service, Standard Federal Income Tax Reporter (SFITR). However,
unlike RTA, CCH’s premier service is its annotated service. If the researcher is only
interested in explanations, the SFITR—Explanations can be selected. This is an
abbreviated SFITR service, which does not include the Code, committee reports,
or annotations that are contained in the full SFITR.

The result of the search is a document list presented in order of relevancy.
The presentation may easily be changed to a TOC ordering, as in Exhibit 6-12, by
selecting this option in a pull-down menu available (upper right). The TOC dis-
play is very helpful, as it organizes the results to make it easier to see at a glance
which documents are not relevant to the research project based on the TOC titles.
Clicking on the TOC titles expands the list to the individual documents. Examin-
ing Exhibit 6-12, the list is expanded to the relevant document in the CCH TRC.
"This is much more efficient than reading through the fifty document titles in the
relevancy list. Notice that at the top of the document list screen, all of the terms

10)



@ Part 3 »»> Research Tools

Exhibit 6-12: CCH Tax Research NetWork Table of Contents View

CCH'’ Tax Research NetWork . Prefersnces Iirl | LogOut

@l hankruptcy “legal fees” Search

Main Menu Clear Selectione Feeearch Hietory Reeearch Foldere " Chadk Citator Find by Citation | " Search Tools |

hh A —ﬁDispIay by Table of Contents - Hits Only|'¢_| Bl

Search Results — Table of Contents View

Clicking this icon { ll:EI i displaws zearch resukz under that topic.

Terins Searched For: attormey fee, bankrupt, bankmuptcy, insolvency. insolvert, lawyer fee, lawyer fee and expense, legal expense, legal fee, title 11. 53 documents
matched your query.

Federal Tax

CCH Explanations and Analysis — Select All [ Collapse All
#g ¥ CCH Tax Research Consultant[53]
';4;_7, Individuals: Income Taxes[1]

I|f.'—,_| [¥] Entities: C Corporations|[1]
B[ Entities: LLCs[1]
'-E__:, Business: Deductions and Credits[12]
'31_|I7 BUSEXP; 3,000 Ordinary and Necessary Expenses in Carrying on a Trade or Business[1]
'Q'EIZ BUSEXP: 3,000 Capitalized Expendilures]1]
?}Eﬂz BUSEXP: 12,000 Expenses for Production of Incoma(?]
Eup BUSEXP: 18,000 Specific Types of Business Expenses[2]
Ea [ BUSEXP: 18,050 Legal and Accounting Expenses[2]
,rﬂg BUSEXP: 18,052 Deductible Lagal and Accounting Expensas]2]

= CCH-EXP. TAX RESEARCH CONSULTANT. BUSEXP: 18,052.05 Legal and Accounting Expenses of Conducting Business
i

— CCH-EXP. TAX RESEARCH CONSULTANT, BUSEXP: 18,052.10 Business Versus Personal Legal and Accounting g
[E
Expenses[1]
'E:u [¥] BUSEXP: 30,000 Losses: Generally[2]
{5 [ BUSEXP: 45,000 Net Operating Losses[1]
E,EE' BUSEXP: 48,000 Bad Debts[3]
';F.ljl?l Business: Filing Returns and Paying Taxes[2]

Iﬂ;lﬂE‘ Employers: Payroll Tax Reporing[1]
rifE] Sales: Salesand Exehangeel3) ... ..o . )

searched are listed alphabetically, including those added by the thesaurus. For our
search, the terms attorney fee, bankrupt, insolvency, insolvent, lawyer fee and expense, le-
gal expense, and title eleven were added.

Citation and Contents Searches

Citation To search by Code section, case name, or other primary source, the re-
searcher uses the Find by Citation option visible at the top center of all NetWork
screens (see Exhibit 6-11 and Exhibit 6-12). This option offers templates for every
type of primary and secondary source available through NetWork. If the complete
citation is known, it can be entered in CCH recognizable format in the citation
general box; otherwise, one of the citation templates is completed. Unlike RIA
Checkpoint, names of cases may not be entered in the templates. Fortunately, if
only the name of the case is known, the proper citation for a case is obtainable by
selecting the Check Citator option (next to Find by Citation) and entering the tax-
payer’s name (see Exhibit 6-12).

TOC NetWork does not have a separate button or folder for TOC searches. Ra-
ther, a database content search begins by clicking on the #itle of the database of in-
terest. The next screen will furnish the TOC for the database. Continue to drill
down in the same manner as in RIA Checkpoint untl the documents of interest
are found. As with RIA, a keyword search can be instigated at any point of the
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drill-down by marking boxes in front of databases. The same documents can be lo-
cated using this method as were retrieved using only a keyword search.

Similar to RIA, NetWork, the documents offer hyperlinks to primary sources
and provide buttons to access the Code, Regulations, CCH Annotations, CCH Ex-
planation, and Related Topics, as seen in Exhibit 6-13. The Related Topics button
yields a list of documents that would appear under the same heading in the indexes
available in the CCH service. These documents will vary greatly as to their applic-
ability to the research project at hand. To jump to the next (or previous) document
from the search results list, the researcher may click on the Search Results icons.
To browse the materials that would be in close proximity to your document if it
were in a printed service, select the icons for Nearby Documents. This option
gives the ability to “flip through the pages” of the service. Finally, to find the first
point at which one of the keywords appears in the document, use the icon for first
term. To return to the document list, click on the List icon under Search Results,
and to get back to the opening search screen, click on Main Menu in the top left
corner. All of these options are illustrated in Exhibit 6-13.

Index At the bottom of the Federal opening screen, the Topical Indexes list all
the services with indexes. The index entries can be searched using the keyword
search method. Instead of using keywords, the researcher drills down through
an index of the selected service in a manner similar to that used with the TOC.

Exhibit 6-13: CCH Tax Research NetWork Document

CCH' Tax Research NetWork

Bain Menu  Clear Selections  Research History  Research Folders |

Search Resulls peoor 23] Mearby Documents Research Faolder Store Document Save Link
BoF Y Br & & - ==
Prewiols  Next List 15t Teim Pievious  Nexl L der Add Export Print  Maill Link Express Favorle
CCH-EXP, Z00TFED fB526.05, Legal and Litigation-Related Expenses: Capital v, Ordinary Expenses: Diss olution expenses
Federal Tax - CCH Explanstions and Analysis - Standard Federal Income Tax Reporter - Deductions —5acs. 161-24% - temized deductions —5ecs. 161-114 - Trade and business expenses | -:]

{travel, entartainment, legal, employees' expenses, rent, repairs) --Sacs. 161, 162 - CCH-EXF, Legal and Litigation-Relate-d Expenses - CCH-EXP, Capital v. Ordinary Expenses -

CCH-EXP, 2007FED 8526.05, Legal and Litigation-Related Expenses: Capital v. Ordinary Expenses: Dissolution
expenses

(Monacn ), 8526 43) However, attorneys’ fees incurred in relation 1o a partial liquidation must be properly divided between the liquidation expenses and the expenses
incurred for 3 recapitalization of the corporsts structurs (Mills Esfafe, 53-2 USTC 119525, 18526 43} Only those fees that relate to the partial liquidation are deductible.

Expenses incumed (o facilitate a divisive tiansaction musl be capitalized, see 18526 D45

Post hguidation. Fayments of legal fees incumred by former shareholders of a dissolved corporation or by those who acquire assets of such & corporation have been held to
be deductible (18526 4302)

Bankruptcy.® In contrast to the trestment of diz=clution expenses. recrganization expenses do not qualfy as deductible business expenses because the expenses are
connected to the continuation of a capital asset (See T13.70% 83 and T13 352 72}

Reg. §1 263(a}-5(ali4] specifically requires that a taxpayer capiialze amounts paid to facilitate a restructuring, recapitalization or reorganization of the capital structure of
a business enlity This rule covers reorganizations under Code Sec 368 and stock distributions under Code Sec 355 as well as dbankruptey® reorganizations. See
115526.048 and T13.709.17 for a discussion of these rules. |
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The statements in the RIA Checkpoint section regarding the usefulness of this
searching method apply to CCH NetWork as well. Remember that indexes are
created by individual employees of the publisher, and how one person would index
a topic can be different from how another would. Topics may be indexed in RIA
differently than they are in CCH.

| ATX/KLeEINROCK

ATX/Kleinrock Publishing (Kleinrock) was originally known for its affordable,
easy-to-use Federal TaxExpert® that was available on CD-ROM. It contained
nearly a GB of tax law sources on a single CD. Thus, not only was it comprehen-
sive, it was also very portable. Kleinrock now supplies Internet access to its Tax-
Expert® service, while still offering the CD version, and it still provides both at
very affordable rates. Besides this Federal service, Kleinrock offers many other
products, such as the Federal Tax Bulletin, multi- and individual state tax services,
employment tax service, and a full range of compliance products. Kleinrock had fil-
led a niche so successfully that in 2006 it was acquired by Wolters Kluwer NV to
become part of the CCH business offerings. At the time of its acquisition it had
over 48,000 subscribers. Since CCH is offered though LexisNexis, Kleinrock is
one of the services available as part of the Tax Center database.

Kleinrock’s Federal service includes twenty-five volumes of analysis and ex-
planations that are similar to the CCH and RIA editorial tax services included in
NetWork and Checkpoint. In addition, Kleinrock provides access to full-text pri-
mary sources such as the Code, Regulations, IRS pronouncements and publica-
tions, private letter rulings, Technical Advice Memorandums, and Federal tax cases
(including Tax Court Memorandums). With the service, the subscribers receive bi-
weekly issues of the Federal Tax Bulletin by e-mail. The CCH U.S. Master Tax
Guide: Kleinrock Edition is also sent in printed form and available online to the sub-
scribers of TaxExpert®.

SPOTLIGHT ON TAXATION

Freedom of Information Act

The Freedom of Information Act (FOIA), 5 USC §552, gave the
public the right to access IRS records unless they are protected from dis-
closure. Under this provision, taxpayers have access to the nonpublished
documents issued by the IRS such as Private Letter Rulings and Technical Ad-
vice Memorandums. The FOIA applies to records created by Federal agen-
cies, yet records held by Congress and the courts are exempt. State and local
government agencies are under each state’s own public access laws.

The IRS complies with the FOIA by:

¢ Maintaining publicly available materials on the Internet in the IRS Elec-
tronic Reading Room of www.irs.gov

¢ Staffing the IRS Public Reading Room at 1111 Constitution Avenue, NW,
Washington, D.C. 20224 [call (202) 622-5164]

¢ Responding to written requests for agency records not available in the
Reading Room

Many IRS records are available for sale from the Government Printing
Office. (http://www.gpo.gov/)
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| Tax PerioDICALS

Tax periodicals contain a variety of articles and news briefs that are designed to keep
readers relatively knowledgeable of developments in specific or general areas of the tax
law. These articles might contain, for example, an in-depth review of a recently deci-
ded court case, a broad analysis of the factors that should enter into the practitioner’s
decision on whether to make a certain tax accounting election, or a call for reform of a
statute by a neutral (or biased) observer. Tax articles can suggest new approaches to
tax problems, give guidance for solving complex problems, or just explain a new law in
a readable form. All of these resources are very useful to tax practitioners.

With an article that is right “on point” with tax issues, the practitioner is able
to, in effect, use the author of the article as a research associate by capitalizing on
the author’s expert judgments and references thereby saving hours of research
time. Keep in mind, however, that tax periodicals are secondary sources of the tax
law and therefore should not be cited as a controlling authority, especially when
primary sources supporting the position are available. The article’s references can
lead the practitioner to the pertinent primary tax sources. With that caveat aside,
researchers who ignore the tax periodicals might be accused, at best, of reinventing
the wheel and, at worst, of professional malpractice.

Traditionally, citing articles in professional tax research is limited to two situa-
tions: (1) if the researcher is referring to the author’s analysis and conclusions as
stated in an article; and (2) if the researcher cannot find any controlling primary
sources of law and a secondary source addresses the issues. Tax articles are now
being cited more frequently in case opinions than was true in the past. When they
are lacking both the appropriate primary law sources and adequate judicial staff,
the authors of these case opinions may draw on tax articles to support the views of
the court. In any event, it is imperative that researchers understand the practical
implications of using secondary law sources.

Citing Articles
A citation to a printed tax journal article should take the following standard form.

Banoff, Sheldon 1., and Richard M. Lipton. 2007. Is Wikipedia Good Au-
thority in the Tax Court? fournal of Taxation 106 (4): at 257.

Notice the proper placement of capital letters, periods, and commas in the citation.
The denotation “at 257” indicates that the researcher is referencing or quoting
from a specific portion of the article. If the entire article were being referenced, the
citation would merely contain the beginning page number of the article. For the
citation above, this would be ... (4) 256.”

Unfortunately, the proper citation for articles found on the Internet is not as
well established as for printed materials. A problem that complicates the matter is
deciding how to characterize the Internet material to be cited. For example, is the
material a journal article, a newsletter, a report, or a blog; who is the author, when
was the resource generated? Once all this information is deciphered (and decipher-
ing this may not be easy), a generally safe citation format to follow is that of a prin-
ted document with additions or deletions as necessary. The following would be an
acceptable format for a journal article found on the Internet.

Browne, Marlene M. 2007. When Bankruptcy Meets Divorce. Forbes.com
(May 5). Retrieved June 28, 2007 at http://www.forbes.com/personalfi-
nance/taxes-estates/2007/05/03/divorce-bankruptcy-debt-pf-estates-in_mb_
0503money_inl.html

©
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Site addresses on the Internet are generally case and punctuation sensitive. There-
fore, one should ignore normal grammar rules when providing uniform resource
locators (URLSs) and place no punctuation (such as a period or a comma) at the end
of a URL. It is important to indicate the date on which the document was retrieved,
because documents and web site URLs may change or be removed over time.

Types of Periodicals

Tax periodicals can be categorized according to the depth of the coverage of their
articles and the audience for which they are written. From the most extensive cov-
erage to the least, they can be listed as follows.

* Annual proceedings
¢ Scholarly reviews

* Professional journals
* Newsletters

Although each publication has unique attributes, several general characteristics of
each category will be identified. This discussion provides an initial introduction to
the broad market of secondary source tax commentary.

Annual Proceedings A number of annual conferences for tax practitioners and aca-
demics are conducted every year. Usually sponsored by a professional organization,
law school, or educational agency, these conferences generally last from two to five
days. The agenda at these conferences may include any of the following: lectures,
paper presentations with or without discussion, panel discussions, seminars, de-
monstrations, and luncheon addresses. Often, the conference speakers allow the
sponsoring agency to publish their presentations as proceedings of the meeting.
These annual proceedings are distributed to the participants at the conference,
and later to the general public in the form of a collection of articles. Most of these
papers exhibit considerable depth of coverage and practical insight by the authors.
They can be a valuable resource for the tax researcher. A few of the more estab-
lished tax conferences include the following.

* New York University Institute on Federal Taxation had its first annual meet-
ing in 1942.

® Penn State Tax Conference was established in 1946.
* University of Chicago’s Annual Federal Tax Conference first met in 1947.

¢ University of Southern California’s Tax Institute (formerly Major Tax Plan-
ning Institute) began in 1948.

e Tulane Tax Institute started in 1952.

The proceedings and indexes to these conferences are widely available. For ex-
ample, CCH publishes the proceedings of the University of Chicago’s Annual Fed-
eral Tax Conference as the March issue of Taxes—The Tuax Magazine.

While some conferences select different areas of tax each year as the theme of
the meetings, other annual conferences focus on a specialized area year after year.
Examples of specialized tax conferences include the Nonprofit Legal and Tax Con-
ference held in March in Washington D.C.; the Institute on Oil and Gas Law,
which meets in Texas; the Great Western Tax and Estate Planning Conference
of the National Law Foundation held in Las Vegas; the Asian Development Bank
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Organization’s International Taxation Conference held in Japan; and the Uni-
versity of Miami Law Center’s Heckerling Institute on Estate Planning, held each
January in Miami Beach.

Scholarly Reviews All major law schools and a few business schools produce pub-
lications referred to as law reviews or academic journals. These publications are
edited either by faculty members or by graduate students under the guidance of the
school’s faculty. Most law reviews also use an outside advisory board comprised
of practicing attorneys and law professors at other universities to aid in selecting
and reviewing articles. The articles appearing in these scholarly reviews are
usually written by tax practitioners, academics, graduate students, or other noted
commentators.

Some law schools produce journals that are limited to a specific area of law,
such as constitutional or labor law, in addition to the regular multitopic law re-
views. Most of the general law reviews feature one to three tax articles per year;
however, some law reviews are dedicated exclusively to tax matters. The following
are several of the law reviews that concentrate on taxation issues.

* Akron Tax Journal by University of Akron School of Law
* Ohio Tax Review by Capital University Law & Graduate Center

Florida Tax Review by University of Florida College of Law

Tax Law Review by New York University School of Law

The Tax Lawyer and The State and Local Tax Lawyer by Georgetown University
and the ABA.

* Virginia Tax Review by University of Virginia School of Law

Besides law schools, academic organizations such as the National Tax Association
(NTA) and the American Taxation Association (ATA) publish scholarly journals.
The articles appearing in the National Tax Fournal IN'TJ), and the papers from the
NTA annual symposium tend to take an analytical or mathematical approach to
identifying the broad economic and social implications of taxation on the
population.

The ATA, a subdivision of the American Accounting Association, publishes
two regular issues of The Fournal of the American Taxation Association (JATA) and,
like the NTA, the ATA prints a special supplement containing the papers pre-
sented at its yearly national conference. This journal is a research publication that
offers a combination of taxation articles that employ (1) quantitative or analytical,
(2) empirical, or (3) theoretical methodologies in analyzing issues considered of in-
terest to the academic tax community.

Professional Journals A wide variety of tax journals is published for the purpose of
keeping tax practitioners abreast of the current changes and trends in the tax law.
This category of journals, commonly referred to as professional journals or prac-
titioner journals, includes publications by professional organizations as well as
commercial companies. Examples of the former are the AICPA’s Tux Adviser, the
National Association of Tax Professional’s TAXPRO, and journals published by
state CPA or law societies.

Because the commercial publications are numerous, the tax coverage of these
journals can accommodate the needs of the general tax practitioner and those who
specialize in a specific area of tax law. For example, journals such as WG&L Four-
nal of Taxation and Practical Tax Strategies or CCH’s Taxes—The Tax Magazine

©
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cover a variety of tax areas, whereas journals such as BNA Tax Management’s The
Compensation Planning Fournal or WG&L Fournal of Taxation of Investments cover
single topics. Further, the articles appearing in these journals also vary greatly in
their coverage from very complex with an exceedingly narrow focus to extremely
practical “how to” articles designed for immediate implementation. Since the edi-
tors of most professional journals presume that their readers have access to little, if
any, other current tax resource material, any major change in the tax law or im-
portant Court tax decision spawns numerous articles in the various periodicals on
the same or similar topics.

To accommodate the tax practitioner’s need for timely information, most of
the multitopic tax journals are published monthly, whereas the more specialized tax
journals tend to be issued on a quarterly basis. Practitioners with subscriptions to
Internet services may obtain their journals through their online services. For ex-
ample, a subscriber to RIA Checkpoint may add subscriptions to the WG&L jour-
nals. The journals ensure the quality of their articles by accepting solicited and
unsolicited articles prepared by appropriate tax experts. In each case, an editorial
review board assesses the timeliness, accuracy, and readability of each article before
it is accepted for publication.

Newsletters The major tax services include a tax newsletter as part of their ser-
vice. The Internet services tend to have daily newsletters, whereas the published
services send the newsletters weekly. These newsletters help the subscriber keep
abreast of important tax law developments. They are designed to give the practi-
tioner both a capsulated summary of tax law modifications and a reference to the
paragraphs in the compilation materials that contain a more detailed analysis.
Some of these newsletters also publish information concerning tax seminars and
professional meetings, short reviews of (or citations for) selected current tax arti-
cles, and editorial highlights concerning recent tax developments. Several of the
most popular commercial tax newsletters are listed in Exhibit 6-14.

RIA Opening the RIA Newsstand folder in Checkpoint generates the daily RIA
Updates. On this screen, the practitioner may access the most recent news briefs
for the following services.

* RIA Tax Watch

¢ Federal Tax Updates

* State & Local Tax Updates
¢ International Tax Updates
¢ Corporate Finance Updates
¢ Current WG&L Journals

The RIA Tax Watch specifically reports tax legislative developments. Infrequently
it will also contain articles by expert practitioners, giving commentary on various
aspects of proposed and potential tax legislation. Another RIA daily news service is
Tax Alerts (listed with the editorial materials on the search screen). This service
covers current tax developments affecting compliance issues. Besides supplying the
news, it indicates which form(s) may be affected by the tax news, recommends ac-
tions to be taken for clients, and provides links to related materials in Checkpoint.
It even contains a database of client letters, prepared to explain a specific recent tax
event.
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Title of Newsletter Frequency Publisher

Daily Tax Report Daily Bureau of National Affairs
Federal Daily Tax Bulletin Daily Kleinrock

Federal Tax Bulletin Biweekly Kleinrock

Federal Tax Day Daily Commerce Clearing House
Federal Taxes Weekly Alert Weekly Research Institute of America
Focus on Tax Monthly Commerce Clearing House
International Taxes Weekly Weekly Research Institute of America
Multistate Tax Report Monthly Bureau of National Affairs
RIA Tax Watch Daily Research Institute of America
State & Local Taxes Weekly Weekly Research Institute of America
State Tax Notes Today Daily Tax Analysts

State Tax Notes Weekly Weekly Tax Analysts

State Tax Day Daily Commerce Clearing House
Tax News Headlines Daily Commerce Clearing House
Tax Notes Weekly Tax Analysts

Tax Notes International Weekly Tax Analysts

Tax Notes Today Daily Tax Analysts

Tax Tracker News Daily Commerce Clearing House
Tax Watch Quarterly Tax Foundation

TM Memorandum Biweekly Bureau of National Affairs
TM Weekly Report Weekly Bureau of National Affairs
Weekly State Report Weekly Bureau of National Affairs
Worldwide Tax Daily Daily Tax Analysts

(7]

CCH Tax news is so important to CCH that the opening screen for Tax Research
NetWork is My CCH. The Tax Tracker News appearing in My CCH can be per-
sonalized to focus on those areas of the tax law that are of particular interest to the
practitioner. This time-saving feature alerts practitioners to tax law changes in
their area of specialization, without requiring that they wade through all news arti-
cles for the day. The specialization can be for state news as well as Federal, as both
are provided in Tax Tracker.

Other news sources furnished on My CCH are Today’s Tax Highlights and
Tax Briefing Special Reports. Today’s Tax Highlights contains a combination of
Federal and state tax news. The number of news briefs varies from day to day with
usually far fewer on the weekends. The Tax Briefing Special Reports are more spe-
cialized articles on topics such as new tax acts or multistate issues.

Locating Relevant Tax Articles

The numerous published and computerized indexes available to tax researchers fa-
cilitate locating tax, business, and law journal articles that are pertinent to their re-
search. However, the CCH Federal Tax Articles (FTA) and the WG&L Index
to Federal Tax Articles (IFTA) are the two indexes specifically designed for locat-
ing tax articles. Unfortunately, both of these indexes are offered only in print and
are not available on the Internet. There are also very useful periodical Internet
indexes, such as ProQuest (ABI/INFORM), that can be employed in finding
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accounting and tax periodicals. Depending on the subscription, these search pro-
grams index thousands of periodicals, including most of the accounting profes-
sional and academic publications. Most Internet indexes focus on a Keyword
Search strategy and allow the researcher to determine the connectors (and versus
or) among the words or phrases. Since these indexes are not exclusively for tax re-
search, they will not be covered here.

CCH FTA The FTA index, published by CCH, has many outstanding features that
make it one of the best tax indexes available. Because the FTA is only available in a
published format, it is not offered as part of the CCH online tax service. This is
frustrating for the subscribers to the CCH Tax Research Network, as the FTA
would be most useful in an electronic format.

The FTA is known for the concise abstracts it furnishes for each article cited
in the index. Reading these abstracts helps the practitioner reduce the false starts
that commonly occur when trying to find pertinent articles based solely on their ti-
tles. The framework for organizing these abstracts is the Internal Revenue Code.
"This organization also facilitates finding articles addressing the Code section under
investigation by the researcher. CCH updates this index monthly so the citations
are timely. Because the FTA current volume is a loose-leaf service, the updates
provide new pages that either replace existing pages or are added to the contents of
the volume. Besides listing the filing instructions for the new pages, the Report
Letter presents the highlights of the most interesting new developments, seminars,
and tax conferences.

Prior to 2004, twice a year the updates were consolidated and assigned new
paragraph numbers. The biyearly sections were maintained separately. Therefore,
the researcher desiring articles published in the past three years would have to re-
view as many as six sections of listings. Every four to seven years, the CCH cumu-
lative biyearly reports fill the loose-leaf volume and require the start of a new
volume. At this time the various indexes are consolidated for the entire period. As
of 2004, each new update integrates all prior article summaries. Thus, there are not
separate sections of biyearly summaries. This makes the current loose-leaf binder
easier to use, and the researcher needs to look in only one place for articles on a
particular Code section. In the bound volumes (prior to 1990), the cited articles
with their abstracts are arranged alphabetically by title under each Code section
heading. The article citations are preceded by a new paragraph number that is tied
to the Code section. Subsequently, a new loose-leaf volume is issued for articles
that are published after the issuance of the bound volume.

Approximately 250 journals, law reviews, papers, and proceedings are included
in the index. The topics covered in the FTA include Federal income, excise, estate,
gift, and employment taxation. The main division of the index, called Articles by
Code Section, gives the full citation for each article and its abstract. This cumula-
tive index gives Code section numbers with a brief description of the section as its
headings.

Articles can also be located by using the topic and author indexes. Each of these
indexes refers the researcher to the “Articles by Code Section” division, through a
system of paragraph numbers. These paragraph numbers are located at the outside
bottom corner of the pages. The numbers at the top of the pages are used solely for
filing and should not be confused with the paragraph numbers. In the bound
volumes, the index’s main citation number (i.e., to the left of the decimal point)
provides the Code section paragraph number, and the numbers to the right of the
decimal point refer to the specific article abstract. The paragraph numbers for
abstracts in the current binder have no relation to the Code section number.
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As previously mentioned, the FTA is only available in print. As the loose-leaf
volume accumulates years of monthly updates, it becomes more cumbersome to
use. As with any published services, additions to the services processed by editors
are printed, shipped, and then filed by the practitioner or an employee. This can
result in a substantial time lag, especially if the updates are not filed on a timely ba-
sis. Further, there is the likelihood of human filing errors—and a page misfiled is
information lost to the researcher. Providing this service online would eliminate

these problems with using the FTA.

WGRL IFTA The WG&L IFTA provides citations and occasional summaries for
articles covering Federal income, gift, and estate taxation or tax policy that appear
in more than 350 periodicals. The index surveys not only traditional tax journals,
but also law reviews, major annual tax symposia, and certain economics, account-
ing, and finance journals. The IFTA is issued in bound quarterly volumes and in-
cludes permanent accumulations of references for the older periods. A paperback
cumulative supplement augments the main index volumes. Because the supple-
ments are cumulative, the researcher need only consult one supplement for recent
articles.

Unlike the CCH index, both the topic and the author indexes contain full arti-
cle citations. Using the full citations in the author index, the researcher can identify
other current articles by the same author pertaining to a specific topic. Authors
with several articles on the same topic are more likely to have an expertise in that
field, and, thus, their analysis may be more effectual. Further, the custom of listing
citations for each author and topic heading in reverse chronological order (rather
than in alphabetical order) expedites finding the most recent publications.

The IFTA contains a user’s guide that provides the following: explains how to
use the index; lists the more than 1,500 topical index subject headings; supplies a
key to abbreviations of periodical titles; and, lists the periodicals included in the
first three volumes. Further, each cumulative volume and the current supplement
also list not only the periodical titles but also the volumes and issue numbers
covered by the supplement.

Whereas every citation in the CCH index is accompanied by an abstract, only
articles judged by the WG&L compilers and Editorial Advisory Board to be of
special interest are furnished with a brief summary in the IFTA. Very few articles
receive this distinction.

©

SUMMARY

There are many commercial tax services available,
and no one service is the best for all practitioners.
While the services provide different features, all are
most efficient when the organization of the service
matches the issues in a client’s tax situation. Thus,
each tax service has its place in tax research, and
practitioners must determine with which products
they are most comfortable and which fit the re-
search requirements of their firm. Changes in tech-
nology and the tax services happen on a continuous
basis. The same changes occur in the practitioner’s

business. Consequently, the practitioner’s comfort
level with products and technology and the research
needs will change over time. Practitioners should
evaluate their tax resource choices often, at least
once a year when it is time to renew their services.

The tax researcher should employ tax services
as gateways to the primary sources and not as a
substitute for primary source research. Tax services
can make the research process more efficient and
productive, but should not replace thorough review
of primary sources and professional judgment.
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Tax journals and other periodicals not only
help researchers locate primary sources of the tax
law, but they also enlighten the researcher as to
other ways of analyzing a tax issue. Tax articles can
synthesize information from the Code, Regulations,
and pertinent court cases into a more logical pre-
sentation. These articles may help the practitioner

identify relevant tax issues or precedents during the
research process or in preparing for lidgation on a
client’s behalf. Finally, such publications are an in-
tegral part of the means by which the tax profes-
sional remains current with respect to the evolution
of the Federal tax law.

TAX TUTOR

Reinforce the tax research information covered in this chapter by completing the online tutorials located at
the Federal Tax Research web site: http://academic.cengage.com/taxation/raabe

KEY WORDS

By the time you complete this chapter, you should be comfortable discussing each of the following terms. If
you need additional review of any of these items, return to the appropriate material in the chapter or consult

the glossary to this text.

Academic journals
Annotated tax services
Annotations

Annual proceedings

CCH Federal Tax Articles
Checkpoint

Compilations

Federal Tax Coordinator
Federal TaxExpert®
Freedom of Information Act
Law reviews

Practitioner journals

Professional journals

Scholarly reviews

Standard Federal Income Tax Reporter
Tax newsletter

Tax Research Consultant

Tax Research NetWork

Topical tax services

United States Tax Reporter

WG&L Index to Federal Tax Articles

DISCUSSION QUESTIONS

1. What is the function of commercial tax services?

2. Compare and contrast the general format of an annotated tax service with that

of a topical tax service.

3. Why would a practitioner need a tax service when most primary tax sources
are available for free on the Internet?

4. Internet services tend to be updated on a daily or continuous basis, therefore
they are current up to the minute. Comment on this statement.

5. Formulating the research question is an iterative process. Once it is refined in
its final state, will the researcher be able to find a solution to the tax question?
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What is the key to effective tax research?

With what type of tax service documents should practitioners start if they are
unfamiliar with the topic being researched?

Why is it important for you to actually try research projects with the various
tax services?

Discuss whether it is likely that the appearance of the tax services as presented
in the text is going to differ from what is available to you. How will this influ-
ence the effectiveness of the methodology presented in this chapter?

The fact that a tax service located a document and placed it high on the re-
levance list means you can assume it is still valid law. Comment on this
statement.

What are the three methods for starting a research project with an electronic
service? Which does RIA emphasize?

Explain how RIA Checkpoint makes Keyword Searching appear as easy as
1,2,3.

What functions do “Modify Search” and “Search Within Results” perform in
RIA Checkpoint?

Explain the functions of the following special symbols in a keyword search in
RIA Checkpoint: /s, “ ”, *.

Which annotated and topical tax services are included in RIA Checkpoint?
How does the thesaurus function work in RIA Checkpoint?

What is the purpose of the Contents View in RIA Checkpoint?

How do you perform a TOC search in RIA Checkpoint?

What are the two options for conducting an index search in RIA Checkpoint?

What is the function in RIA Checkpoint of the directional symbol (compass)
found in reproduced Code sections or Regulations? Why is it useful?

How does RIA Checkpoint differ from other services with regard to case
searches?

Which annotated and topical tax services are included in CCH Tax Research
NetWork?

What is the difference in the application of the thesaurus in RIA Checkpoint
and CCH Tax Research NetWork?

Explain the differences in conducting a TOC search using RIA Checkpoint .
and CCH Tax Research NetWork.

How is ATX/Kleinrock’s TaxExpert® different from the other tax services
discussed in this chapter?

What is the FOIA and how does it apply to IRS documents? o] o

..
rt.
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27. How can finding an article on-point with a practitioner’s tax issue be like hir-
ing someone to do the research?

28. Why are tax journals and newsletters generally not cited as authority in profes-
sional tax research? When would it appropriate to cite tax journals or news-
letters as authority in professional tax research?

29. What does the denotation “at 407” indicate in a tax journal citation?

30. Briefly describe each of the following.
a. Annual proceedings
b. Scholarly reviews
c. Professional journals
d. Newsletters

31. Give the names of two academic organizations that publish scholarly journals.

What are the titles of the journals they publish?

32. Taxes—The Tax Magazine publishes the conference proceeding from what an-
nual meeting?

33. What type of articles would you expect to find in Tax Advisor versus the type
you would expect to find in Fournal of Limited Liability Companies? Which one
of these would you expect to be published monthly and which quarterly?

34. How do newsletters of major tax services tie their stories to their service’s edi-
torial materials?

35. How is the news service on CCH’s Tax Research NetWork different from
RIA’s Checkpoint news service?

36. What is the major obstacle to using either the CCH FTA or the WG&L
IFTA?

37. What is one of the most outstanding features of the CCH FTA that is not
available with most other journal indexes? How does the organizational frame-
work of the CCH FTA differ from that of the WG&L IFTA?

38. What are three methods that can be used to locate articles in the CCH FTA?
Can these same three methods of locating an article be used with the WG&L
IFTA? Explain your answer.

39. How frequently are the journal indexes FTA and IFTA updated?

40. On what electronic services are the journal indexes FTA and IFTA offered?

41. Use the RIA Checkpoint Federal opening screen to answer the following
questions.
a. Expand the FTC by clicking on the + before the title. What are the sub-
headings listed?
b. What is the earliest Congress listed in the legislation materials available?
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c. What templates are available in the Form/Line Finder?
d. What are the Practice areas available in Checkpoint?

42. Use the RIA Checkpoint to answer the following questions.
a. What templates are available in the IRS Pubs & Other Tax Docs?
b. What type of documents may have the Date Range Search applied to them?
What are the oldest available dates for these documents?
c. What tables are available in the “i-Tables” tool?
d. Expand the IRS Rulings and Releases (RIA). What is the oldest available
Revenue Ruling?

43. Use the RIA Checkpoint Indexes in the left window of the Federal opening

screen to answer the following questions.

a. What Federal editorial materials have indexes?

b. In the FT'C Topic Index, determine what paragraph addresses the deduct-
ibility of false teeth.

c. In the Current Code Topic Index, determine what Code section discusses
the depletdon of Kyanite.

d. In the Code Arranged Annotations & Explanations (USTR) Topic Index,
determine which paragraph discusses rental pools.

44. Use the Home & Tool Tabs in RIA Checkpoint to answer the following
questions.

a. What are the different windows shown on the Home Tab?

b. With the savings tool found on the Tool Tab, determine how much you
need to start saving now (based on your current age) to have $1 million
when you are sixty-five. Use an expected rate of return of 6 percent and
expected inflation rate of 2.5 percent. Repeat the process adding ten years
to your current age.

c. With the auto tool found on the Tool Tab, determine whether it would be
better to buy or lease an automobile. The cost of the car is $30,000 and the
down payment is $1,000. Assume a rate of return and interest rate of 8 per-
cent, sales tax rate of 7 percent, and depreciation rate of 20 percent. The
loan would be for five years. The lease option would be for three years with
$100 in fees and $500 for a security deposit. The residual value of the car
would be 60 percent.

45. Use the RIA Checkpoint to answer the following questions.
a. What are the thesaurus alternatives for “car”?
b. Using the TOC, determine in what title education is listed in the Federal
Employment Regulations (found in Payroll Library).
c. What is the full citation for a Supreme Court case in 1977 involving GM
Leasing?
d. What Code section does Private Letter Ruling 200422053 involve?

46. Use the CCH Tax Research NetWork Federal Tab to answer the following

questions.

a. What are the major database categories provided?

b. Select 2001 in the Federal Tax Achieves. What tax act is listed? When
would it be useful to see what the IRC was in a prior year?

c. What is the most recent Treasury Decision listed in Advance Release
Documents?

d. What bills does CCH think are worth watching?
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47. Use the CCH Tax Research Network Topical Indexes Database to determine
the following.

a.
b.

C.

The listings for the letter “K” in the Internal Revenue Code index.
The number of listings under Bermuda in the Tax Treaties Reporter.
The paragraph number at which quid pro quo contributions are discussed

in the U.S. Master Tax Guide.

48. Use the Search Tools Options of CCH Tax Research NetWork to answer the
following questions.

a.

b.

What date range options are available?

Select the CCH Explanations and Analysis database on the Federal opening
search screen. Which parts of a document may be searched? Does your re-
sponse change if only the SFITR is selected? Explain your response.
Besides sorting results by relevance and indicating the maximum number
of documents to show, what other options are in the Search Method
section?

49. Use the CCH Tax Research NetWork to answer the following questions.

a.

Who were the staff members (not legislators) who participated in the issu-
ance of the Joint Committee on Taxation “Blue Book” General Explanation
of Tax Legislation Enacted by the 109th Congress, JCS 1-07 (January 19,
2007)?

What is the most recent Private Letter Ruling listed in Federal Tax Day?
Give the full citation of the PLR and section to which it pertains.

. Tax Practice Guides indicates that having doubts as to the collectibility of

an IRS levy is grounds for requesting a compromise, in the section: How to
Write Offers in Compromise. Upon what should this doubt be based?
According to Circular 230, who may qualify to practice before the IRS?
Give the citation substantiating your answer.

50. Use the CCH Tax Research NetWork Tool Tab and/or the Practice Aids da-

tabase to answer the following questions.

a.

b.

What is the current per diem maximum for meals and lodging for staying in
Adanta, Georgia?

Using the Federal withholding calculator, determine the estimated tax due
(or refund) for yourself based on what you expect your income and family
situation to be five years from now. Print the calculated page to turn in.

. Using the Multistate Quick Answer Chart, determine the gasoline tax per

gallon in Oregon.
Are the tools offered in the Tool Tab the same as in the Practice Aids
database?

51. Use the RIA Checkpoint Newsstand Tab to answer the following questions.

a.

b.

For the WG&L Tax Journals, what articles are listed in the highlights for
Practical Tax Strategies under the In This Issue heading?

What is the title for the State Tax News brief for your state? If there is not
a news brief for your state, select the closest state alphabetically and provide
its news brief title.

c. In the Newsletter Library, select the Cummings’ Corporate Tax Insights.

What is the title of the first article for January of the current year?
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Use the CCH Tax Research Network My CCH Tab to answer the following

questions.

a. For Tax Tracker News, select the set up search option. What choices does
the Narrow with Search Options allow?

b. What is the title of the first article that is provided in Today’s Tax
Highlights?

c. In the Tax Briefing, what is the most current tax act that has a special re-
port provided?

Indicate the relevant information requested for CCH Tax Research Network

SFITR, paragraph q 12,623.025.

a. What is the title for the paragraph and Code section?

b. What Regulations apply to this paragraph? What are the paragraph num-
bers for these Regulations?

c. What are the current developments for this paragraph?

d. In what other databases (services) are related topics referenced for this
paragraph?

Indicate the relevant information requested using RIA Checkpoint and §521.

a. What FTC paragraphs discuss the exemption of farmers’ cooperatives
[§521(b)(1)]? Provide paragraph number and title.

b. What Regulations were issued on this Code Section? What are their titles?

c. In what years and by what public laws was this section amended?

d. What are the titles of the committee reports associated with the public laws
found in part c?

Find the following law journals and provide the title to the article by the au-
thor indicated.

a. Akron Tax Fournal: Volume 22 by Richard C. E. Beck.

b. Virginia Tax Review: Volume 26 by Linda Sugin.

c. Florida Tax Review: Volume 7 by Pamela Champine.

d. Tax Law Review: Volume 59 by Anne L. Alstott and Ben Novick.

Use the RIA Checkpoint to perform a keyword search using the terms bank-

ruptcy “legal fees” and deduction with the WG&L Journals database.

a. What is the citation for the most recent article found in the Fournal of Cor-
porate Taxation?

b. Does the article found in part a actually discuss the deductibility of legal
fees, or do the keywords randomly appear in the article?

c. Find the same article as in part a using a TOC search. Is the article a main
article or found in the columns? What citation information is available that
was not available from the keyword search?

Use the CCH Tax Research Network to perform a keyword search using the

terms bankruptcy and family limited partnerships with the Fournal of Retirement

Planning as the database.

a. What is the citation for the most recent article with either bankruptcy or .
family limited partership in the ttle?

b. Does a similar article appear in Taxes—The Tax Magazine in the same year?

c. After performing the search using the Display by Document format,
change to Display by TOC—Hits Only. Which method of display made it

..
rt.
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easier to find the articles in Fournal of Retivement Planning and Taxes—The
Tax Magazine?

58. Use the CCH FTA index to answer the following questions.

a.

b.

Provide the proper citation for the most current article listed discussing
§382.

What are the paragraph citation numbers for articles discussing the protec-
tion of individual retirement accounts (IRAs) from creditors of bankrupt in-
dividuals? What Code section are these articles under?

Provide the proper citation for the most current article by Susan Kalinka.
What is the date on the last update filed in your library’s current binder of
FTA. (Check behind the tab “Last Report Letter” to find the answer.)

59. Use the WG&L IFTA index to answer the following questions.

a.

b.

C.

Provide the proper citation for the most current article listed discussing
§382 (Limitation on NOL loss carryforwards).

Provide the proper citation for the most current article by Susan Kalinka.
What is the most recent supplement in your library?

60. Use the CCH FTA index and the WG&L IFTA for the following tasks.

a.

Using both indexes, find a current article on U.S. citizens living abroad and
provide the proper citation for the article. Describe the search strategies
you used for each index. Which one proves easier to find the article?

Using both indexes, find a current article on §6111, Registration of Tax
Shelters, and provide the proper citation for the article. Describe the search
strategies you used for each index. Which one proves easier to find the
article?

Using both indexes, find a current article by H. W. Wolosky and provide
the proper citation for the article. Describe the search strategies you used
for each index. Which one proves easier to find the article?

61. Find an article on using offshore integrated estate planning (§2001) that ap-
peared in Taxes—The Tax Magazine between 1998 and 2002 using the CCH
FTA index. Find the same article using the WG&L IFTA.

a.

b.

Provide proper citation for the article.

Provide full volume information and page number on which the citation
was found in each of the indexes.

What is the area of expertise of the author of this article?

Compare the search strategies in using each index. Which one provides
easier access?

62. Use the CCH FTA index and the WG&L IFTA for the following tasks.

a.

Using both indexes, find a current article on charitable giving and provide
the proper citation for the article. Describe the search strategies you used
for each index. Which one proves easier to find the article?

Using both indexes, find a current article on §213, Medical Expenses,
and provide the proper citation for the article. Describe the search
strategies you used for each index. Which one proves easier to find the
article?

Using both indexes, find a current article by E. J. Schnee and provide the
proper citation for the article. Describe the search strategies you used for
each index. Which one proves easier to find the article?
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63. Compare the CCH FTA and the WG&L IFTA regarding ease of locating ar-
ticles when using the three methods of locating an article (by Code section, by
author, and by topic).

64. Find an article on using offshore integrated estate planning (§2001) that ap-
peared in Taxes between 1998 and 2002, using the ProQuest or any Internet
periodical index available to you.

a. Provide proper citation for the article.

b. What is the area of expertise of the author of this article?

c. What journal published most of this author’s articles?

d. Perform the searches requested in Question 61. Compare the search strate-
gies in using published indexes with using an Internet index. Which one
provides easier access?

65. Use any Internet periodical index available to you to find the most current ar-
ticle on the final regulations under §752 that discusses allocating liabilities to
the owners of entities that are disregarded for Federal tax purposes.

a. What index did you use?

b. What is the proper citation for the article you found?

c. Knowing the journal in which the article appears, would there be another
index that could have been as efficient in finding the article?

RESEARCH CASES

66. Candidate Feldman ran for Congress in 2008, raising $4.7 million for the cam-
paign, including $800,000 in Federal matching amounts. Five months after his
opponent had been sworn into office, auditors discovered that Feldman had
used $500,000 of campaign donations for a personal vacation, taken im-
mediately after the unsuccessful campaign. What are the tax consequences of
this use of election funds?

67. Ann is required under a divorce decree to pay alimony of $2,000 per month
and child support of $3,000 per month. Ann has only been paying $4,000 per
month because she thinks the child support requirement is too high. On Ann’s
tax return, what portion of the payments does she treat as alimony and what
part is considered child support?

68. Which of the following items qualifies for the child care credit claimed by the
Rodriguez family?

Salary for nanny.

Employer’s share of FICA tax for nanny, paid by Rodriguez.
Employee’s share of FICA tax for nanny, paid by Rodriguez.
Health insurance premiums on nanny, paid by Rodriguez. é

One-half of nanny’s hotel bill while on her own during a European vacation,
paid by Rodriguez.

e Dry cleaning bills for nanny’s clothes soiled by youngsters and paid by N
Rodriguez. s

¢
69. Kenny has been a waiter at the Burger Pitt for four years. The Pitt treats its {
employees well, allowing them a 60 percent discount for any food that they r
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70.

71.

72.

73.

74.

75.

76.

77.

buy and consume on the premises. This year, the value of this discount for
Kenny amounted to $2,500 for days on which he was working, and $1,500 for
days when he was not assigned to work but still stopped by during mealtimes.
How much gross income must Kenny recognize this year with respect to the
discount plan?

Ollie died this year in September, after a long illness. His wages prior to death
totaled $15,000, and his state taxes thereon came to $600.

a. Who must file Ollie’s last tax return?

b. How is the return signed?

c. Who collects Ollie’s $440 Federal refund?

When Fifi, a sheriff’s deputy, was injured on the job, she was allowed under
her contract with the state to choose between a $1,000 weekly sick-pay dis-

tribution and an $850 weekly workers’ compensation payment. Which one

should Fifi select?

Willie was tired of cleaning up the messes that his wife made in their house.
One morning, he found a crumpled Kleenex on the bathroom vanity, so he
disgustedly flushed it down the toilet. Unfortunately, the Kleenex was wrapped
around Barbara’s engagement ring, which she had removed the previous eve-
ning after cutting her finger while shoveling snow. Is the couple allowed a de-
ductible casualty loss for Federal income tax purposes under IRC §165?

Louella was born into a poor family that lives in a poor section of town. She
recently landed a job as wardrobe consultant at High Fashions, Ltd., a retailer
of expensive women’s clothing at an Elm Grove shopping mall. Can Louella
claim a §162 business expense deduction on her Federal income tax return for
the cost and upkeep of the expensive Yves St. Laurent outfits that she is re-
quired to wear on the job?

Harriet purchased a variety of birth control devices during the year. To what
extent, and under what circumstances, do such items qualify under §213 for a
medical expense deduction?

Phyllis sued Martin’s estate and won a $65,000 settlement. She showed the
probate court that she carried out her end of a compensatory arrangement
with her companion, where she provided “traditional wifely services” without
benefit of matrimony during Martin’s life in exchange for all of his estate.
Martin left his entire estate to his faithful dog Sparky, via a trust. How much
gross income is recognized by Phyllis?

How much gross income is recognized by Carol, who received $10,000 da-
mages (two months’ salary) for pain and suffering due to the school adminis-
tration’s critical reaction to her negative comments about ineffective recruiting
of athletes who graduate with legitimate academic majors?

Carol and Jerry, LLP, pays the Good Eats Cafe each month for the lunches
the two accountants eat there each work day because they always discuss some
business. Often Carol and Jerry invite friends who work at other CPA firms to
join them, so they can keep up with what is happening in the accounting com-
munity. Are these meals deductible?
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Lila personally bought three insurance policies on her life. She borrowed
$28,500 and prepaid the first five years’ worth of annual payments on a whole
life policy. In addition, she borrowed $4,200 and paid one of the two required
premiums on a group term policy through her professional organization. Fi-
nally, she borrowed $3,000 and bought utilities mutual fund shares. The prin-
cipal and interest of the fund’s assets are to be appropriated in a timely fashion
by Lila to make payments on a five-premium endowment contract. Interest
charges for the three loans were $2,500, $420, and $3 10, respectively. How
much of this interest can Lila deduct?

CPA Joe reimburses a client for a $75,000 tax liability that is traceable to Joe’s
bad tax advice. For fear of increasing his already steep malpractice insurance
premiums, Joe does not file a claim with the insurer. Can Joe deduct the

$75,000 loss?

Toni, a gardener, lent Harry, his friend, his new $500 lawn mower. Harry
ruined the lawn mower, but replaced it with a $425 model. Later in the same
year, Toni lent Harry $5,000 for bail, $3,000 to start a fencing operation, and
$15 for a meal. According to Harry’s parole officer, none of these items will
ever be paid back. Can Toni deduct any of these losses?

Three years ago, Geraldine bought a Kandinsky for her art collection from a
mail-order advertisement for $310,000. This year, Geraldine’s art dealer told
her that the painting was actually painted by Kansky and is not worth more
than $310. What is her deductible loss upon discovery of the forgery?

Chickfer Cooperative is a horticultural cooperative located in Arkansas that
markets fertilizers created by its members specially for use by commercial
greenhouses. It grossed $25 million in sales for the current year. Is Chickfer
able to qualify for the domestic production activities deduction?

Itis 3 A.m. and your access to the university’s tax services is down. Find a text
version of the Code on the Internet and print §61. Where did you find the
Code? Who maintains the site? Does the version of the Code you found use
text hyperlinks? What happens when you click on a hyperlink? Download and
print a copy of a page with hyperlinks, then click on several hyperlinks and
print the pages to which they link.

Bob Carburetor is the new owner of Carburetor Cars. Bob’s brother Bill has
owned an auto dealership for years, Radiator Cars. Bob decides to adopt all of
his brother’s accounting methods. At Radiator Cars, when a vehicle is sold, the
dealership tries to sell an auto service contract. The amounts received for these
contracts are placed into an escrow account. The agreements grant the buyers
the right to have parts or components covered by the contract repaired or re-
placed, whenever the covered parts experience a mechanical difficulty. The
dealer will provide the services or will reimburse the car buyer for the reason-
able cost of repair or replacement. Normally, the buyer returns the vehicle to
the dealer for repair, but this is not required. In either case, the repairs or re-
placements must be authorized in advance by an administrator hired by Ra-
diator Cars. Fees to the administrator of the contracts are paid out of the
escrow account. Is this the proper tax treatment for these service contracts?

(27
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85. Betty Jo Harris lives in Maine with her son Rick and husband Walter Reed.
Rick has Lou Gehrig’s disease. Rick’s physician encourages Betty Jo to go to a
Caregivers of Lou Gehrig’s disease conference at the Mayo Clinic in
Rochester, Minnesota, so she can learn how to better take care of Rick. Betty
takes the advice and flies to Rochester. Besides the cost of the plane ticket,
Betty Jo incurs the following types of expenses: meals, lodging, phone calls
home, dry cleaning (she dumped her taco salad on her lap at lunch), and con-
ference registration fees. The leading speaker at the conference suggested that
caregivers take their patients to destinations in warm climates to improve their
state of mind and general condition. When Betty returns home, she arranges a
two-month trip (January and February) to the Bahamas for Rick and herself.
One week after they have arrived in the Bahamas, Rick’s father, Walter, arrives
and stays for a couple of weeks. Advise Betty Jo as to whether any of these ex-
penses are deductible as medical expenses.

86. Several years ago, Agnes and Wyman Booth bought a home for $200,000.
They lived in the home for ten years and then moved into an apartment. Un-
able to immediately sell the home, they rented it for two years earning $24,000
in rents and taking $14,000 in depreciation. After the two rental years, the
Booths exchanged the house for $30,000 cash and a duplex worth $600,000.
The Booths will hold the duplex as rental property. How much taxable income
do the Booths have from the exchange?

87. King & Knight is a personal service corporation that has been in existence for
five years. In the current year, it makes a §444 election to have its year-end be-
come October 31. King & Knight incurs an NOL for the current year
amounting to $100,000. How should King and Knight treat this NOL for tax
purposes?

88. Clarence is a packrat. He has clothes from when he was in high school some
twenty years ago that he would never wear. He also has household items that
have accumulated over the past fifteen years. Some of these household items
have not been used by Clarence in years and he is not sure if they even work.
Clarence is buying a new home and wants to clean out his closets before he
moves into his new house. He would like to give all of his old clothes and
household items to local charities. What restrictions apply to charitable deduc-
tions of old clothes and household items?

y EXTENSIVE CASES

89. Helen Hanks, who lives in San Francisco, California, has just been promoted
to manager of the divisional office. However, the divisional office is located in
Portland, Oregon. Helen’s significant other, Tom Hunt, will be moving with

2 her to Portland. Helen’s children from a previous marriage will also be joining

g her in Portland. The children have been living with their father in Spain for

. the past year.

Helen easily sells the San Francisco house in which she and Tom live. He-

J B len is the sole owner of the house. However, she has a harder time finding the

o right home in Portland. Helen has to make several trips to Portland before

buying a house under construction. It won’t be available for occupancy for at




90.
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least twenty days after she arrives in Portland. Tom accompanied Helen on the
house hunting trips to give his opinion on the houses, and to look for a new job.

The actual move takes place as follows. The movers arrive on Wednesday
to pack up Helen’s and Tom’s household items. Thursday, the movers pack up
Helen’s items from a storage unit located outside of the city, and her sailboat.
"The movers then leave for Portland. Helen hires a college student to drive her
car to Portland; the driver leaves on Friday. On Saturday, after dropping He-
len at the airport for her flight to Pordand, Tom leaves to drive his car to
Portland via Salt Lake City, Utah, where he also visits his brother. Helen and
Tom stayed in a hotel Wednesday to Friday while still in San Francisco, and
upon arriving in Portland until the house is ready for occupancy. The moving
company stores their household items at its warehouse until Helen and Tom
are ready to move in. Helen’s children arrive two weeks after she and Tom
have finally moved into the new house.

Helen pays for all of the costs involved in selling the San Francisco home
and moving Tom, the children, and herself to Portland in November of the
current year. Helen’s employer eventually reimburses her (in March of the
next year) for 75 percent of all costs of moving the household items (Helen’s
and Tom’s), Helen’s car, and two house hunting trips. The employer also re-
imburses Helen for 50 percent of the total hotel and meal costs while she and
Tom were in Portland and waiting for the completion of their home. Advise
Helen on the tax consequences of the above events.

Mark and Leslee Jones were married in 1995. Mark has an MBA from Har-
vard and worked in the financial markets in New York City. Leslee has a de-
gree in Hotel Administration and worked for the Hilton Hotel until two years
ago, when Mark and Leslee moved to California. They moved to California
because Mark lost his job. He had been accused of embezzlement, and formal
charges had been filed against him. However, the charges were dropped
because the firm for which Mark worked did not want to be involved in a pub-
lic scandal. Mark admitted the embezzlement to Leslee and promised that if
they stayed married and moved, he would never embezzle again. In California,
Mark obtained a job as the chief financial officer of a mid-size company. His
salary, while about 60 percent of his former salary, was still over $200,000.

Mark likes to gamble. He does so by betting on horse races, going to Las
Vegas, playing in the stock market, and buying speculative real estate. The rea-
son he had embezzled the money at his former job was to cover his gambling
and stock market losses. While in California, he continued to bet on horse ra-
ces and visit Las Vegas to gamble. Leslee accompanied him to the race tracks
and to Las Vegas. Since Mark was known as a big gambler, their rooms were
always provided for free, as were any costs associated with their stays in Las
Vegas. Leslee would watch Mark gamble for a while, get bored, and then go to
see shows or go shopping. Leslee liked to shop and spent thousands of dollars
at a time.

As to the investment speculations, Leslee did not help in the decisions to
purchase stock or real estate. However, she did sign all purchase and sale
agreements for real estate, as California is a community property state. Any
proceeds from the sales were paid to both Mark and Leslee. She endorsed all
checks, which were deposited in their joint checking account. Leslee and Mark
both wrote checks out of this account. What Leslee did not know is that Mark
had a separate bank account into which he deposited much of his gambling
winnings and stock gains.

©
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In the current year, the Jones’s prior two tax returns are audited and mate-
rial omissions are found. The embezzled money never had been reported,
gambling gains were substantially understated, and gains on the sale of stock
and real estate were omitted from the returns. Shortly after the notice from
the IRS as to their findings regarding the audits, Leslee filed for divorce, for
obvious reasons.

What tax-related advice do you have for Mark and Leslee? Leslee would
like to apply for innocent spouse protection from the tax liabilities. She claims
that she had no knowledge of any of the underreporting on their tax returns.
Mark and Leslee always used a CPA to prepare their returns.




