Foundation for Understanding Taxation
Business 227E – Fall 2018 – 1 unit
Advance Prep for Day 1

15 points

Complete this assignment before the first class meeting and bring a hard copy to class to turn in. It also includes a reading assignment (see question 6). You can also read ahead on the Canvas website if you’d like.
1. What do you think is the purpose of this form? Answer the question using only the form below (do not look it up).
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2. Read this Virginia Tax Commissioner ruling on the local Machinery and Tools (M&T) tax (Ruling 18-133; 6/29/18) - https://tax.virginia.gov/laws-rules-decisions/rulings-tax-commissioner/18-133 and answer the following questions.

a. Why do you think the taxpayer could not figure out on its own whether M&T tax applied to its equipment?
b. Do you agree with the ruling? Why or why not? Don’t research this, use your existing knowledge of business and accounting and tax.
c. Based on the ruling, how would you describe when manufacturing ends and sales begins for a product such as soda or household products that are sometimes wrapped together (such as wrapping 6 rolls of paper towels in a large plastic bag to buy as a larger unit)?
3. You have probably seen game machines at grocery stores or restaurants where you insert money and then operate a claw/crane to pick up a stuffed animal and drop it in the shoot. It is very difficult to operate. Think about this fact pattern and what you know about taxes and what you have read for the first night of class. Answer the following; no need to do any other research; just use your logic.
a. Are the stuffed animals held for sale or are they supplies? Why?

b. Who, if anyone, should pay sales tax? Why?

4. The Tax Cuts and Jobs Act (PL 115-97; 12/22/17) changes the treatment of alimony paid and received for divorce agreements executed after 2018. See the description of this change on page 277 of the House Report - https://www.congress.gov/115/crpt/hrpt466/CRPT-115hrpt466.pdf. What do you think “executed” means?
5. ABC Fitness Center will soon roll out a new marketing plan to increase membership.  New members can either pay $100 dues per month, or they can make a $20,000 deposit with the Center and pay no dues.  Do you think a member or ABC has income from this arrangement? Any expense? Explain.
6. Read for discussion in class on September 4:

· Taxation Basics – emailed to you
· Joint Committee on Taxation, Overview to the Federal Tax System as in Effect in 2018 - https://www.jct.gov/publications.html?func=startdown&id=5060. 
· A summary of Howard Gardner’s Five Minds for the Future –  https://vision4learning.wordpress.com/current-reading/howard-gardner-five-minds-for-the-future/  [you are encouraged to re-read the part about the disciplined mind]
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