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Income Tax Planning is one of seven courses in the AFS and CFP Board Model Financial Planning Curriculum.  Other courses are:

· Personal Financial Planning

· Insurance Planning

· Income Tax Planning

· Investment Planning

· Retirement Planning
· Personal Financial Planning Capstone

Each course is designed to serve both degree and certificate programs. By following the course outline and the required number of contact hours for each course, each program will incorporate the 89 topics and will satisfy CFP Board’s curriculum registration requirements for content, level and length. Each program can make selections from the suggested readings and assignments as appropriate to their individual program design. The prerequisite courses suggested in course syllabi can be adapted as appropriate for each program.  

For additional information about the Academy of Financial Services (AFS) see www.academyfinancial.org .   The Web site for Financial Services Review, the journal of AFS, can be accessed from the AFS Web site.

For additional information about Certified Financial Planner Board of Standards Inc. (CFP Board) see www.CFP.net. 

For information about registering a financial planning curriculum with CFP Board, contact
Education Department, CFP Board at 800-613-6240 or education@CFP-Board.org .  The mailing address is:


CFP Board


1670 Broadway, Suite 600


Denver, CO  80202-4809
Course Title:
Income Tax Planning – 



Part of the AFS and CFP Board Model Financial Planning Curriculum
Contact Hours:
minimum 3 contact hours per week over 15 weeks
Course Level:

Upper division baccalaureate




Masters



Certificate
Pre-requisites:
Undergraduate:

Personal Financial Planning (recommended but not required)
Graduate:
(Includes all undergraduate pre-requisites and any additional listed below)
Business Law
Course Description:

The course focuses on principles and current law and practice of income taxation and its impact on financial planning for individuals, couples and families in their roles as investors, employees and business owners.

Course Objectives:
Upon completion of this course the successful student will be able to:

· Evaluate the impact of taxes on family financial decisions throughout the life cycle.

· Apply the underlying economic and management principles used to help families make tax planning decisions.

· Use their knowledge and understanding of the interactions between taxes and market conditions to assist families with financial decisions.

· Evaluate the appropriateness of tax strategies for individual family situations.

· Communicate with clients to ensure integration of tax strategies with family financial goals.

· Integrate tax planning into the six step financial planning process.

Intellectual Development:
[Insert appropriate statement of larger educational objectives as specified by your institution that are dealt with in the course. Projects and classroom approaches will determine what is appropriate to include, and the language preferred by the university will dictate the descriptors used. For example, in a course that includes a case project completed in teams and presented both orally and in writing, plus a paper on a current issue in the field, the statement could be as follows: 

 “In addition to developing technical expertise in the course subject matter, this course develops and fosters:

· Communication skills, both written and oral

· Critical thinking

· Decision-making

· Team work

· Intellectual curiosity and lifelong learning”]
Faculty, Office Hours and Contact Information: 

[Insert appropriate information]

Course Web site:

[Insert appropriate information]
Required Textbook(s):

The most current editions of one or more of the following textbooks are recommended by course designers.  This does not imply endorsement by CFP Board.  Other textbooks not named here may also be appropriate. 
There are many good sources for income tax material and instructors are encouraged to review materials and choose a text fitting their teaching style and course level.  As most textbooks follow the income tax form as a basic outline, no single text conforms exactly to the suggested outline of this course.  However, all text can be used section by section to cover income tax topics.  For the selected text, the publication date should be within 12 months of course offering dates and additional resources should be provided by the publisher for any recent changes in income tax policy.  The following is an alphabetical listing of appropriate textbooks.
	Title
	Author 
	Publisher

	*West Federal Taxation: Individual Income
Taxes.
	Hoffman, William H.; Smith, James E. & Willis, Eugene.  
	Southwestern College Publishing

http://catalog.swlearning.com/swhome.html 


	Fundamentals of Income Taxation
	Ivers III, James F
	The American College

http://amercoll.edu

	Principles of Taxation for Business and Investment Planning
	Jones, Sally
	McGraw-Hill

http://www.mhhe.com/catalogs/index.mhtml

	Prentice Hall’s Federal Taxation 200X: Individuals
	Pope, Thomas & Anderson, Kenneth.  
	Prentice Hall

http://vig.prenhall.com/

	Individual Taxation.
	Pratt, James W. & Kulsrud, William N.
	ARC Publishing Company, Inc

http://www.arcpublishingco.com/  

	CCH Federal Taxation: Basic Principles
	Smith, Ephraim; Harmelink, Philip & Hasselback, James
	CCH, Inc

http://cch.com/   

	*West Federal Taxation:

Comprehensive Volume
	Willis, Eugene; Maloney, David M.; Hoffman, William H. & Raabe, William A
	Southwestern Thompson Learning

http://catalog.swlearning.com/swhome.html 


	Federal Tax Handbook
	RIA editors
	RIA


* Recommended for graduate courses and advanced undergraduate and certificate programs
Other Required Materials:

Financial calculator
Other Recommended Material:

Tax Preparation Software with Planning Component

Suggestions: TaxCut, TurboTax, www.taxact.com, Lacerte, BNA Income Tax Planner.

Access to textbook website reporting most recent changes in income tax policy.

Suggested Web Sites and Tax Reference and Research Materials:
· U.S. Master Tax Guide.  CCH 
· Tax Facts 1.  National Underwriter
· Tax Facts 2.  National Underwriter

· Income Tax & Financial Planning Quickfinder® Handbook.  Quickfinder, Inc. 

· RIA’s Federal Tax Research & Planning Library, Thompson

· CCH’s Tax Planning Strategies
· www.irs.gov
· www.taxtools.com
Supplementary Graduate Reading:
· Journal of Financial Planning

· CCH’s Personal Financial Planning Monthly

· Advances in Taxation
· National Tax Journal
· Practical Tax Strategies
· Financial Services Review
· Journal of Financial Services Professionals
· Journal of Personal Finance
· Financial Counseling and Planning
Course Projects and Assignments:
The application problems, cases, and exams listed below are offered only as a suggestion for consideration by program directors and instructors.  The assignments listed below are extensive and instructors will want to select judiciously with consideration for student background and ability.  The case approach in not a requirement but has proven helpful in many income tax planning courses.  Instruction in income tax planning is enhanced through the assignment of applied tax preparation problems followed by discussion of tax planning options for hypothetical clients.  Most text books contain excellent examples of problems with this mix of preparation and planning.  The assignments listed below, and in the course outline, would be appropriate for the graduate and advanced undergraduate/certificate program level.
Suggested Application Problems
Applied problems can make up a significant portion of this course.  These problems are intended to provide hands on experience with the materials before moving to integration in the tax planning case.  Assigned problems are likely drawn from a textbook.  Application problems are due as listed in the schedule below and collaboration is encouraged, however, the work you hand in for credit must be your own, each student must present their own unique work on the problems and case studies.  If time permits, class time will be used for groups to discuss answers to problems and focus on the more difficult applications.  

Tax Planning Cases 

Each of the tax planning cases (number of actual cases assigned can vary based on course level) can be structured around the six step financial planning process.  A fact pattern along with examples of primary sources of income tax information (W-2s, 1099s, brokerage statements. . .) will be distributed in class (or assigned from a textbook resource) and the outcome for each case should reflect elements of the 6 step financial planning process.  For each case the student (or group) is required to produce: 

1) A letter or brief statement defining the scope of the engagement, fully disclosing the purpose of the exercise to the client and any details on services provided, conflicts of interest, compensation for income tax preparation/planning, client and practitioner responsibilities, duration of the agreement, ethical concerns specific to case facts, and limitations to uses of the outcomes.

2) Data collection and organization, identify relevant information for income tax planning and summarize in appropriate format.  Identify missing information and form assumptions to move forward.

3) Analyze and evaluate the data by preparing the clients income tax return (or portion thereof described in the assignment).

4) Draft recommendations for future tax periods based on the current income tax situation.  Pay particular attention to specific financial goals identified in the case fact pattern (e.g. saving for retirement or a child’s education).  For assignments where an income tax preparation program is used, clearly identify the planning ideas generated by the software and those generated by you (or your group).

5) Describe the specifics for implementation of recommendations given is step 4.  Who will be required to do what to carryout recommendations?

6)  Establish a process for reporting on future tax periods by setting a schedule for data collection of relevant tax information, establishing dates and key events (marital status change, birth, death, sale of capital asset. . .) requiring client/planner communication.

Note: Graduate level courses will contain items in cases or assignments that require research beyond the text using tax research sources discussed in week 3 of the course outline.

Exams

Exams can be a combination of open and closed book exercises.  Application problems are a good guide for the types of questions covered in open book exams.  The closed book part of the exam (or approach to evaluation) will cover basic tax knowledge discussed in class and covered in assigned readings.  There are two exams and a comprehensive final listed in the outline below but exams can vary by course level.  The final exam can take a comprehensive approach by emphasizing the application of tax planning ideas given a specific client fact pattern.

Course Policies:
[Insert policies specific to the course, such as, make-up exams, late papers/projects, and so on] 

Grading – Assessment of Student Mastery of Course Content:

[Insert the professor’s grading policy] 

Intellectual Honesty:


[Insert university’s policy on intellectual honesty, plagiarism, and related matters] 

Other University Policies:

[Insert other relevant university policies] 

Course Outline – the professor retains the right to modify this outline:
The following outline is organized by week, and requires that the class will meet for at least three hours per week.  Out-of-class preparation should take a minimum of six hours per week (a minimum of two hours of preparation per contact hour).  The outline suggested below contains the following four sections: i) general framework for income taxation, ii) tax planning for investors, iii) tax planning for employees, and iv) tax planning for small business owners and the self-employed. 
	Week
	Content; Assignments; Tests
	Reading and Preparation
[faculty to add]
	CFP Board 

Topics

	Section One: Introduction and General Framework for Income Tax Planning

Weeks 1 through 3

	1
	Overview of course, student expectations

Introduction to taxation

a. formula for all taxes (base X rate)

b. types of Federal taxes

Income tax fundamentals and tax calculation

a. filing status

b. gross income and exclusions (what is income and what is not income)
	
	46

55C


	2
	c. adjustments to income in general (details on mechanics covered later) 

d. importance of AGI in tax calculation

e. itemized vs. standard deduction

f. exemptions (including calculation of limitations)

g. taxable income and income tax liability

h. tax credits (in general, specific credits covered later)

i. payment of tax, estimated payments and withholding requirements

Application Problems: a series of applied problems (mostly calculations) covering determination of tax status, calculation of gross income and AGI, comparison of itemized vs. standard deductions, determination of number of exemptions, phase-out of exemptions, taxable income, income tax liability, and impact on final payments due to credits, withholdings and estimated payments.
	
	46

55A

	3
	Income tax law

a. primary vs. secondary sources of authority

b. resources for income tax research (extensive coverage at master’s level)

Tax Planning Case: based on the client fact pattern distributed in class prepare form 1040 and Schedule A along with any other required forms and schedules (both by hand and using your choice of tax preparation software).  In the process of preparing these forms provide discussion linked to the 6 step financial planning process (details are outlined above in the description of tax planning cases).  For the client information given in this case comment on the appropriateness of the following tax planning techniques.  

· Doing your own household maintenance and auto repairs saves income taxes since payments for repairs by plumbers, painters, repairpersons and mechanics must be paid for with after-tax dollars. 

· Adjusting withholdings can help avoid penalties and interest free loans to the government. 

· The choice of filing status for married couples can impact the tax liability in several ways.  

· When a couple gets married (or divorced) can make a difference.   

· The usefulness of exemptions can be maximized, especially in the case of divorce and multiple support agreements.  

· Expenses and deductions coming above the line (or for AGI) are preferred to those falling below the line (or from AGI).  

· Owning a home saves rent that would have to be paid with after-tax dollars. 
	
	44

46B

45,46I

46A

57A

57B

46

46D


	Section Two: Tax Planning for Investors

Weeks 4 through 6/7 (i.e., exam end of week 6 or beginning or week 7)

	4
	Taxation of investment vehicles

a. mutual funds

b. stocks

c. bonds

d. U.S. savings bonds

e. annuities

f. limited partnerships

g. unit investment trusts

Basis considerations

a. original and adjusted basis

b. OID

c. carryover basis

d. step-up in basis

e. community property and common law

Limitations to deductibility of investment interest and expenses
	
	34, 40F

50

46D2

	5
	Tax treatment of gains and losses

a. holding period

b. sale of residence

c. capital assets (§1221)

d. transactions between related parties

e. wash sales

f. bargain sales

g. small business stock election (§1244)

h. Special investment income considerations

· Kiddie tax

· imputed income

Nontaxable (like-kind) exchanges

a. reporting requirements

b. qualifying transactions

c. multiple properties

d. liabilities and boot

e. related parties

Application Problems: a series of applied problems (mostly calculations) covering amount of income taxed related to various investments, the Kiddie tax, basis determination under varied conditions, allowable deductions on investment interest and expenses, netting capital gains and tax calculations, basis following like-kind exchanges, and passive activity loss limitations.
	
	53

46G

52

	6
	Passive activities and at-risk rules

a. treatment of disallowed losses

b. disposition of passive activities

c. real estate exceptions

Tax Planning Case: based on the client fact pattern distributed in class prepare form 1040, Schedules A, B, and D, and Form 8615 along with any other required forms and schedules using your choice of tax preparation software.  In the process of preparing these forms provide discussion linked to the 6 step financial planning process (details are outlined above in the description of tax planning cases).  For the client information given in this case comment on the appropriateness of at least six of the following tax planning techniques.  

· Investments that generate tax-free income are most beneficial to those in higher tax brackets. 

· Interest earned over many years on Series E and Series EE U.S. government savings bonds is normally taxable only when the bonds are redeemed. 

· Dividends may be taxed at lower rates than other income.

· Sales of capital assets may be timed to optimize the tax treatment of capital gains and losses. 

· If a taxpayer needs cash, is it better to sell the asset or borrow the money using the asset as collateral? 

· Net capital gains of individuals are taxed at favorable rates; capital losses in excess of capital gains can be deducted against ordinary income only up to $3,000 per year.  The remaining capital losses are carried forward for use in later years.

· Cost identification methods used in determining the basis make a difference (advantages to specific identification vs. average cost or FIFO).

· The basis of property received will depend on if it is transferred at death or while living. 

· Disallowed losses can be avoided by paying attention to: treatment of losses (limitations) when property sold to related parties, wash sale rules, gifting of depreciated assets.

· Planning for unearned income for children under age 14 requires selecting investments with deferred income recognition.  

· An annuity provides for deferral (postponement) of income taxes, but income from an annuity is ordinary income.  Does the deferral of taxes offset giving up capital gain treatment?  

· A loss on the surrender of an annuity is an ordinary loss and is not subject to the $3,000 per year limit on capital losses.  

· Depreciation on real estate investments other than land can be taken on the entire cost of buildings even though most of the purchase price is paid with borrowed money.  Tax deductions for depreciation, mortgage interest, property taxes and other expenses may result in showing a loss or very little income even though cash flows from the investments are positive. 

· Recapture of depreciation may be postponed by doing a like-kind exchange of property rather than selling the old property. 

· Utilizing passive losses can be done through material participation or financing the activity through means which are otherwise deductible (interest paid not directly related to passive activity, e.g. home equity loan). 

· Disposing of passive activities in years when passive losses are available to offset the gain from the sale. 

· Losses from the sale or exchange of small business company stock can be treated as ordinary losses rather than capital losses. 

· The timing of sales of Section 1231 properties may be done so as to maximize long-term capital gain treatment.

 
	
	56

40F

34

53

50

50, 53

46G

67B

51

51, 52

56

53H

53

	6/7
	Exam 1: Closed book tax fact portion followed by open book application problems.
	
	

	Section Three: Tax Planning for Employees (and personal related items) – Weeks 7-9

	7
	Changing circumstances and income taxes

a. marriage

b. divorce: alimony, child support, and QDROs

c. death

Adjustments to income (excluding those related to small business or self-employment)

a. IRAs (Roth vs. Traditional)

b. student loan interest

c. tuition and fees

d. moving expenses

e. penalties on early withdrawal of savings
	
	57

46C

63



	8
	Itemized deductions

a. medical and dental

b. taxes

c. interest (excluding investment)

d. charitable contributions

e. casualty and theft losses

f. miscellaneous job related expenses

g. other miscellaneous deductions (gambling losses)

h. overall limitation to itemized deductions

Application Problems: a series of applied problems (mostly calculations) covering the impact of changes in marital status or death, calculation (and limitations) of itemized deductions (and phase outs), carryover of excess charitable contributions, and tax credits for individuals.
	
	46D

58



	9
	Tax credits for individuals

a. child credit

b. child care credit

c. education credits

d. earned income credit (EIC)

e. credit for elderly and disabled

f. foreign tax credit

g. adoption expense credit

h. credit for retirement plan contributions

Tax Planning Case: based on the client fact pattern distributed in class prepare form 1040, Schedule A and any schedules or forms related to applicable credits using your choice of tax preparation software.  In the process of preparing these forms provide discussion linked to the 6 step financial planning process (details are outlined above in the description of tax planning cases).  For the client information given in this case comment on the appropriateness of at least six of the following tax planning techniques.  

· Alimony is deductible; child support is not.  

· Income can be deferred through qualified retirement plans. 

· Roth and traditional IRAs come with limits and require consideration for the taxpayer situation. 

· Moving expenses for job changes reduce AGI. 

· Education expenses can be linked to an employee or business activity to preserve deductibility. 

· Itemized deductions could be attributable to the expenses of other taxpayers. 

· Deductions can be bunched in certain years. 

· Consider filing separately when employee related expenses are disallowed because of income of other spouse and higher 2% threshold. 

· The choice between excluding foreign earned income or taking the foreign tax credit may depend on where most of the income was earned.  

· A decision needs to be made as to the election of expenses taken toward the childcare credit or medical expense deduction. 

· Paying relatives for childcare can shift income to lower brackets and make use of the childcare credit.

· For employees, many valuable fringe benefits such as medical insurance and group-term life insurance are not subject to taxation.  

· Choosing to participate in a flexible spending plan allows an employee to pay for certain expenses such as childcare and un-reimbursed medical expenses with pre-tax dollars. 

· A property settlement associated with divorce does not result in immediate gain or loss recognition but the cost basis carries over to the new owner. 

· Employee expenses can be shifted from employees to employers in exchange for a lower salary.

· Choices are involved in education credits (which one and who takes them?).

· What other tax saving exist through saving for and paying for education?


	
	46H, 55A

57B

55C

63, 57A

46C

46B

46D, 58

46D

46A

46H

46H, 46D

46H

46B

57B

46B

46H



	Section Four: Tax Planning for Small Business Owners and the Self-Employed

Weeks 10 through 12/13 (i.e., test at end of week 12 or beginning of week 13)

	10
	Tax accounting

a. cash, accrual, hybrid

b. long-term contracts

c. installment sales

d. accounting periods

e. method changes

Characteristics of taxpaying entities and treatment of income

a. sole proprietorship

b. partnerships (general, limited, LLP, FLP)

c. LLC

d. S Corp.

e. C Corp.

f. Professional Corporation

g. Trusts

Depreciation/Cost-recovery

a. MACRS

b. Special elections (§179)

c. Depreciation recapture
	
	47

48

51

	11
	Self-employment tax calculation

Adjustments related to self-employment and small business

a. MSAs

b. One-half self-employment tax

c. health insurance

d. retirement plan contributions (SEP, SIMPLE, and qualified plans)

Application Problems: a series of applied problems (mostly calculations) covering income based on various methods of tax accounting, impact of entity choice on income, cost recovery and depreciation expenses, self-employment tax, NOL and certain business related tax credits.
	
	48B

46C

	12
	Net operating losses (NOL)

Business related tax credits

Tax Planning Case: based on the client fact pattern distributed in class prepare form 1040, Schedules A, B, C, D, E and SE and any other required forms or schedules using your choice of tax preparation software.  In the process of preparing these forms provide discussion linked to the 6 step financial planning process (details are outlined above in the description of tax planning cases).  For the client information given in this case comment on the appropriateness of at least six of the following tax planning techniques.  

· Using the cash method of accounting allows more flexibility than the accrual method. 

· Treating your hobby as a business increases the tax benefits of expenses and losses. 

· Income can be shifted to others in lower tax brackets by employing children in a family business.  

· When should NOLs be carried back and when not? 

· Planning can be done for compensation in years where income is in excess of the SS tax max. 

· In buying a business, the cost allocated to equipment can normally be deducted over a shorter period (perhaps 7 years) than the cost allocated to goodwill or a covenant not to compete (normally 15 years). 

· When selling a business, the seller would receive greater after-tax benefit from the sale of goodwill (capital gain) than from a covenant not to compete (ordinary income). 

· Contributing certain appreciated capital assets to charity results in a contribution deduction equal to the fair market value of the asset without any recognition of the capital gain on the tax return. 

· A self-employed person is required to pay both halves of Social Security and Medicare taxes while an employee pays only half of these taxes.  Income earned by an S Corporation and not paid as a salary is not subject to these taxes.  

· Forming a regular corporation provides better fringe benefit options for an owner-employee. 
	
	47F

55A

47

48

46

47F

51

53

58

48

	12/13
	Exam 2: Closed book tax fact portion followed by open book application problems.
	
	

	Section Five: Comprehensive Planning for Income Taxes

Weeks 13-15; final exam week 16

	13
	Integration

a. Comparing the tax treatment of earnings by investors, employees, and business owners   

b. Comparing the tax treatment of expenses for investors, employees (and personal related items), and business owners 

c. Comparing the tax treatment of losses for investors, employees (personal related losses), and business owners
	
	

	14
	Alternative minimum tax (AMT)

a. individual and corporate (calculation, preferences and adjustments, exclusion vs. deferral items, AMT credit)

b. small business exemption 

AMT Planning

a. incentive stock options

b. charitable gifts

c. stock redemption agreements

Application Problems: a series of applied problems (mostly calculations) covering income, expense and loss comparisons in the investment, personal and business arena, AMT calculations and penalties imposed by the IRS.
	
	54

54F

	15
	Income tax compliance

a. filing requirements

b. authority to represent clients before the IRS

c. auditing process

d. penalties

Tax Planning Case: based on the client fact pattern distributed in class prepare form 1040 and any other required forms and schedules using your choice of tax preparation software.  In the process of preparing these forms provide discussion linked to the 6 step financial planning process (details are outlined above in the description of tax planning cases).  For the client information given in this case comment on the appropriateness of at least five of the following tax planning techniques. 

· A self-employed person can deduct business expenses in full as deductions for adjusted gross income; an employee cannot.  

· The annual increase in the cash surrender value of a life insurance policy is not subject to income tax (unless the policy is surrendered). 

· The death benefit paid to the beneficiary of a life insurance policy upon the death of the insured is not normally subject to income taxation. 

· Borrowing against the cash surrender value of a life insurance policy is not subject to income taxation.  Interest on the loan can be accumulated as an additional policy loan rather than being paid each year.  The loan (including accrued interest) can be paid off with tax-free death benefit dollars upon the death of the insured person. 

· Income from property is taxed to the person(s) who owns it.  If rental real estate is owned by a limited liability company with both parents and children as owners, the income will be taxed to both the parents and the children.  If the parents are the managing members, they decide when to make distributions of money or assets from the company. 

· A taxpayer may want to forgo the exclusion amount in the sale of a home if 2 or more homes are sold within a short period of time. 

· There are drawbacks to renting the personal residence as depreciation is then not eligible for the §121 exclusion. 

· Deferral of income and acceleration of deductions may not be appropriate for years in which the alternative minimum tax applies. 

· Percentage depletion can be taken as a deduction even after the entire cost of a natural resource has been deducted through prior depletion deductions.  However, alternative minimum tax consequences may result. 

· The character of stock options (nonqualified vs. incentive) will impact the AMT and regular tax.
	
	45

46

22

48B

53

51,53

54



	16
	Final Exam – case analysis and implementation of tax planning ideas.
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