Acct 3307

Exam 1 – Ch. 1 - 4
Topic Sheet

Chapter 1
Definition of a tax 
- Be able to identify examples of what is or what is not a tax

Adam Smith’s 4 requirements for a good tax system

Types of tax rates

· Be able to calculate marginal, average, and effective tax rates

Chapter 2

Be able to identify examples of all the concepts and doctrines below
- Substance over form doctrine

- Administrative convenience concept

- Ability to pay concept

- Arms-length transaction concept

- Pay as you go concept

- Capital Recovery Concept

Be able to calculate basis for capital recovery

Understand income realization

Chapters 3 & 4
Income – what’s included – broadly defined and gross income

Prizes and awards
Municipal bond interest

Earned vs. unearned income

Exclusions of donative items of income

Social Security Income – know bases for each tier, provisional income, determine maximum     

       SS includable in income, and gross income

Group-term life insurance

Cash-Accrual methods of accounting and exceptions to both methods

Treatment of gifts and inheritances

Annuities (especially class examples)

Gain or loss from sale (very basic – understand net gain w/ loss and report in gross income)
Alimony & Child Support

Unemployment

Income from conduit entities
Imputed income – below-rate loan 

Life insurance proceeds

Employer benefit plans and inclusion and exclusion of benefits from income

Employer provided meals and lodging

Scholarship and education costs

Returns of human capital

Stock dividends

Discharge of indebtedness

Know individual income tax formula

Be able to calculate income tax liability

Imputed income amount (payment of expenses by others and bargain purchases)

