
Income Taxation of Business and Investments 

Professor Michael Hatfield 

University of Washington School of Law 

Autumn 2019 

 

Contact:  E-mail:  mhat@uw.edu  

Office: 410 

 

Required Text:  CCH PRINCIPLES OF BUSINESS TAXATION (2019)  

 

Questions.   The Questions assigned for each class are on the Canvas site.    

 

Supplement.  For each class there is a Supplement available on the Canvas site.  It includes the 

relevant IRC and Treasury Regulations citations to be discussed in class.   

   

Grade:  Grading in this course is not curved.  Fifty-percent (50%) of the course grade will be 

determined by the student’s grades on the 8 Online Quizzes, and 50% of the course grade will be 

determined by the final exam.  The final exam will be an 8 hour-take home exam.   Note that the 

Online Quizzes cover all readings and class discussion while the final exam will cover only topics 

discussed in class. 

 

Online Quizzes:  There are 8 Online Quizzes to be accessed on the Canvas Site.  The quizzes are 

open book. After completing a quiz, the best answer for each question will be provided.  If you 

believe your answer for a question is better than the one presented as best then, within 24 hours of 

completing the quiz send an e-mail to mhat@uw.edu explaining why your answer is better.  No 

adjustments to a quiz grade will be available to a student who delays more than these 24 hours 

with such an e-mail.  All quizzes must be completed before midnight November 30. 

 

Access and Accommodations.  It is the policy and practice of the University of Washington to 

create inclusive and accessible learning environments consistent with federal and state law.  If you 

have already established accommodations with Disability Resources for Students (DRS), please 

communicate your approved accommodations to me at your earliest convenience so we can discuss 

your needs in this course.  If you have not yet established services through DRS, but have a 

temporary health condition or permanent disability that requires accommodations (conditions 

include but not limited to mental health, attention-related, learning, vision, hearing, physical or 

health impacts), you are welcome to contact DRS at 206-543-8924 or uwdrs@uw.edu or 

disability@uw.edu. DRS offers resources and coordinates reasonable accommodations for 

students with disabilities and/or temporary health conditions.  

Washington state law requires that UW develop a policy for accommodation of student absences 

or significant hardship due to reasons of faith or conscience, or for organized religious activities. 

The UW’s policy, including more information about how to request an accommodation, is 

available at Religious Accommodations Policy (https://registrar.washington.edu/staffandfaculty/religious-

accommodations-policy/). Accommodations must be requested within the first two weeks of this 

course using the Religious Accommodations Request 

form (https://registrar.washington.edu/students/religious-accommodations-request/).   
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Online Quiz 

 

Topics (see schedule below) 

Online Quiz #1 Cash Method of Accounting & Accrual Method of Accounting 

 

Online Quiz #2 

 

Special Accounting Methods and Research Expenditures & Claim of Right, and Tax Benefit    

Online Quiz #3 

 

Federal Taxes and Gross Income & Business Deductions 1 

Online Quiz #4 

 

Business Deductions 2 & Business Deductions 3 

Online Quiz #5 

 

Compensation 1 & Compensation 2 

Online Quiz #6 

 

Depreciation & Depreciation, Expensing, and Recapture   

Online Quiz #7 

 

Vehicle Limits, Depletion, and Amortization & Property Transactions 1 

Online Quiz #8 Property Transactions 2 & Property Transactions 3 

 

All online quizzes must be completed by midnight November 30. 

 

SCHEDULE 

 

Monday, September 23 

 

Lecture 1:  Taxpayer Penalties, and Professional Responsibility Standards 

 

Book:  Chapter 2 

 

Canvas:  Supplement and questions 

 

IRS website: 2018 Form 1040; 2018 Form 1040 Schedule 1; 2018 Form 1040 Schedule C; 2018 

Form 1065; 2018 Form 1065 K-1; 2018 Form 1120-S; 2018 Form 1120-S K-1; 2018 Form 1120; 

and 2018 Form 1099-DIV 

 

Class discussion will focus on (i) taxpayer penalties and (ii) the regulation of tax professionals. 

 

 

Wednesday, September 25 

 

Lecture 2: Cash Method of Accounting 

 

Book:  ¶¶ 300; 301; 302; 303; 304; 305; and 306 

 

Canvas: Supplement and Questions  

 

Class discussion will focus on (i) permissible methods of accounting (¶305) and (ii) the cash 
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receipts and disbursements method (¶306). 

 

 

Monday, September 30 

 

Lecture 3:  Accrual Method of Accounting 

 

Book:  ¶¶ 307; 308; 310; and 311 

 

Canvas: Supplement and Questions 

 

Class discussion will focus on the accrual method of accounting (¶ 307). 

 

 

Wednesday, October 2 

 

Lecture 4:  Special Accounting Methods 

 

Book:  ¶¶ 308; 309.01; 809; and 309.02 

 

Canvas:  Supplement and Questions  

 

Class discussion will focus on paragraphs installment sales (¶¶ 309.01 and 809) and long-term 

contracts (¶309.02). 

 

Monday, October 7 

 

Lecture 5:  Research Expenditures, Claim of Right, and Tax Benefit    

 

Book:  ¶¶ 309.03; 507; 3.09.04; 309.05; 310; 311; 312; 313; and 314 

 

Canvas:  Supplement and Questions 

 

Class discussion will focus on research and experimental expenditures (¶¶ 309.03 and 507), the 

claim of right doctrine (¶ 312) and the tax benefit rule (¶313).    

 

 

Wednesday, October 9 

 

Lecture 6:  Federal Taxes and Gross Income 

 

Book:  Chapter 4; ¶¶104.06; and 604 

 

Canvas: Supplement and Questions 

 

IRS website: 2018 Form 1099-DIV 
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Online:  using online calculators determine the present value of an amount and determine the total 

amount that will be due on a loan for a certain term and with stated interest. 

 

Class discussion will focus on (i) calculating taxes owed (¶405); (ii) the employment taxes 

(¶¶104.06 and 604); (iii) the self-employment tax (¶406); (iv) the Medicare net investment tax 

(¶408); and (v) interest income, especially imputed interest (¶411.05). 

 

 

Monday, October 14 

 

Lecture 7:  Business Deductions 1 

 

Book:  ¶¶ 500; 501; 502; and 1301   

 

Note:  See § 67(g).  the TCJA suspended all miscellaneous deductions, including § 183.  

The ¶ 1301 discussion of “hobby activities” reflects the prior law.  After the TCJA, income 

from these activities are taxable without any deductions for expenses.  Note also that the 

TCJA suspended most § 212 deductions (other than those related to rents and royalties, 

which are above-the-line, described in§ 62(a)(4).) 

 

Canvas:  Supplement and Questions 

 

Online:   What is Amway?  How do Amway participants make money? 

 

Class discussion will focus on two (i) determining when an activity is profit-seeking and (ii) 

determining when an activity is a business.  

 

 

Wednesday, October 16 

 

Lecture 8:  Business Deductions 2 

 

Book:   ¶¶ 500; 501; and 1301.04  

 

Canvas:  Supplement and Questions 

 

IRS website:  2018 Form 1040; 2018 Form 1040 Schedule 1; 2018 Form 1040 Schedule C and 

instructions for line G in 2018 Instructions for Schedule C; lines 3a, 3b, 3c, 3d, and 4 on the 2018 

Form 8582. 

 

Class discussion will focus on (i) determining when an expense is a ordinary and (ii) the impact of 

§ 469 on Schedule C losses.  
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Monday, October 21 

 

Lecture 9:  Business Deductions 3 

 

Book:  Chapter ¶¶ 503; 504; 505; 506; and 509 

 

Canvas: Supplement and Questions 

 

Class discussion will focus on organizational expenditures (¶503), start-up costs (¶504), and the 

qualified business income deduction (¶509). 

 

Wednesday, October 23 

 

Lecture 10:  Compensation 1 

 

Book:  ¶¶601 and 604 

 

Note:  The discussion of compensation of publicly-held company covered employees (p. 

6-6) does not reflect the Tax Cute and Jobs Act.  The ways in which corporations avoided 

the § 162(m) limit before 2018 are no longer available. 

 

Canvas: Supplement and Questions 

 

Class discussion will focus on (i) determining reasonableness of compensation and (ii) determining 

who is an employee. 

 

Monday, October 28 

 

Lecture 11:  Compensation 2 

 

Book:   ¶¶602; 603; 605; 606; 607; 608; and 609 

 

Note:  The discussion of business expenses for entertainment, amusement, or recreation 

(¶605.02) does not reflect the Tax Cute and Jobs Act. The new § 274(a) disallows the 

deduction of any such expenses. 

 

Canvas:  Supplement and Questions 

 

Class discussion will focus on (i) health insurance for employees (¶602.01); (ii) cafeteria plans 

(¶602.03); (iii) adoption assistance (¶602.04); meal expenses (¶604.01); and travel expenses ( 

¶¶606.01 and 606.02) 

 

 

Wednesday, October 30 

 

Lecture 12: Depreciation 
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Book: ¶¶ 700; 701; 702; 703; and 704 

 

Canvas:  Supplement and Questions 

 

Class discussion will focus on (i) depreciation (¶701); tax depreciation in general; (ii) (¶ 03); and 

(iii) depreciating personal property (¶704). 

 

Monday, November 4 

 

Lecture 13:  Depreciation, Expensing, and Recapture   

  

Book:  ¶¶705; 706; 707; and 904 

 

Canvas:  Supplement and Questions 

 

Class discussion will focus on (i) depreciating real property (¶705); (ii) depreciating improvements 

(¶706); § 179 expensing (¶ 07); and depreciation recapture (¶904.02)  

 

 

Wednesday, November 6 

 

Lecture 14: Vehicle Limits, Depletion, and Amortization  

 

Casebook:  ¶¶708; 709; 710; 711; 712; and ¶713 

 

Canvas:  Supplement and Questions 

 

Classroom discussion will focus on (i) special rules for motor vehicles (¶708); (ii) amortization 

(¶712) and (iii) amortization (¶713). 

  

 

Wednesday, November 13 

 

Lecture 15:  Property Transactions 1 

 

Book:  ¶¶ 801; 802; 803; 804; 805; 806; and 807 

 

Canvas:  Supplement and Questions 

 

Class discussion will focus on (i) losses between related parties (¶804); (ii) qualified small business 

stock (¶806); and (iii) like-kind exchanges (¶807). 
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Monday, November 18 

 

Lecture 16: Property Transactions 2 

 

Book:  ¶¶ 808; 809; and 810 

 

Canvas:  Supplement and Questions 

 

Class discussion will focus on (i) involuntary conversions (¶808) and (ii) installment sales (¶809). 

  

 

Wednesday, November 20 

 

Lecture 17: Property Transactions 3 

 

Book:  ¶¶900; 901; 902; 903; and 907 

 

Canvas:  Supplement and Questions 

 

Class discussion will focus on (i) special capital gains tax rates (¶¶901 and 907); (ii) limitations 

on capital losses (¶901); (iii) § 1244 stock (¶ 903.05); and (iv) the sale or exchange of capital assets 

(¶ 903). 

 

 

Monday, November 25 

 

Lecture 18: Property Transactions 4 

 

Book:  ¶¶ 903.04; 903.05; 904; 905; and 907 

 

Canvas:  Supplement and Questions 

 

Class discussion will focus on (i) subdivision of real estate (¶903.04); § 1244 stock (¶903.05); and 

§ 1231 (¶904). 

 

 

Monday, December 2 

 

Lecture 19: NOL, AMT, and Tax Credits 

 

Book: ¶¶1000; 1001; 1005; ¶007 (esp. Table 10-1); 1008; and Ch. 11 

 

Canvas:  Supplement and Questions  

 

Class discussion will focus on (i) the tax treatment of net operating losses (¶1001); (ii) AMT 

adjustments for depreciation (¶1007.02, esp. Table 10-1); (iii) the disabled access credit (¶1113); 
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(iv) the employer provided child care credit (¶1114); and (iv) the small employer health insurance 

credit (¶1115). 

 

 

Wednesday, December 4 

 

To be determined  


