Acct. 441

Dr. Stout

          RESEARCH PROBLEMS  - FALL, 2012
10 pts. each

Instructions:  The format to be used for each problem is as follows:
· Facts

· Issue(s)

· Discussion

· Conclusion

One page maximum per problem
Must be printed out – no handwritten papers

Ask me to discuss my preferred format versus 351 Com.
1. See attached

Due Date:    9/24/12
  

2.     See attached
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441 RESEARCH PROBLEM #1
John arrived in Austin, Texas as an incoming Freshman at the University of Texas.  He needed to earn money to defray his expenses so he looked in the student newspaper.  He found an ad sponsored by the Medical School advertising for male students to participate in a medical experiment as sperm donors.  John applied and was accepted into the program.  He was paid $50 per session and was allowed to donate three times per week.

John was paid $4,500 as a donor during the year.  In addition to this amount, John had $3,000 of income from a summer job and $2,000 of interest income.  John qualifies to be claimed as a dependent on his parents’ tax return.

Based on the above facts, he asks you for your detailed opinion as to the tax consequences resulting from his participation in the experiment.  Your analysis should include, but not necessarily be limited to, a discussion of the treatment of the $4,500 received and whether or not his “contribution” qualifies as a deduction.

Use a complete FEDERAL TAX LIBRARY to find your answer.  I suggest using Checkpoint.  Do the following:

Give your answer and justification.  Show authorities, citing applicable law, regulations, rulings, and court decisions.  Your answer can include arguments on both sides, but you should ultimately take a stand, one way or the other.

HINTS

Be sure to apply the most current interpretation of the law.  When court cases are involved, the theory behind the court’s decision should be included in your discussion.  Read the applicable case or ruling.  Excerpts in the research volumes may be misleading since they are only references.  Don’t forget the Citator.  Do not cite (1) your textbook, (2) Checkpoint explanations, or (3) annotations.

Due Date:  September 24, 2012
Fall, 2012 
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RESEARCH PROBLEM #2

FACTS:

When Susan met John they both felt on top of the world and the smell of roses filled the air. Within a short time they fell in love and were making plans to be married. Several months later John suffered severe anxiety regarding marriage and decided he could not handle it. He suggested that the two of them stay together, but forego getting married. In return, he promised that he would leave her all of his assets when he passed away. Susan kept her own residence, but she always made John as comfortable as possible; she took care of him when he was sick, monitored his health and diet, planned his calendar and meetings, and concerned herself with his personal needs. She accompanied him on business trips and social gatherings. In essence, they were together almost constantly for over ten years. Susan was employed as an investment adviser and she also advised John on stock transactions and other investments.

Subsequent to John's death, his will revealed that he had left his entire estate, valued at approximately $14,000,000, to his cousins. Susan then sued the estate for the value of services rendered to John based upon her reliance on his promise to leave her all of his assets. A jury awarded Susan $2,000,000. Susan did not include the $2,000,000 in her gross income as she felt the payment was a gift or bequest from the decedent. Susan feels that the fact that she was required to litigate does not change the basic character of the transfer as gratuitous. The IRS claims that the $2,000,000 must be included in gross income.

1. Who is right, Susan or the IRS? What is the proper treatment of the amount received?

2. What would be the result if John had made Susan the sole beneficiary of his will?

3. What would be your answer to question 2 if Susan was a relative of John's?

4. What would be your answer to question 2 if Susan and John had gotten married?

Use a complete FEDERAL TAX LIBRARY to find your answer.  I suggest using Checkpoint. Do the following:

Give your answer and justification. Show authorities, citing applicable law, regulations, rulings, and court decisions. Your answer can include arguments on both sides, but you should ultimately take a stand, one way or the other. 

HINTS:

Be sure to apply the most current interpretation of the law. When court cases are involved, the theory behind the court's decision should be included in your discussion.  Read the applicable case or ruling. Excerpts in the research volumes may be misleading since they are only references. Don't forget the Citator. Do not cite (1) your textbook, (2) Checkpoint explanations, or (3) annotations.

Due Date:  November 14, 2012
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