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ACCT 4110 - TAXATION II
Part 2 - Tax Research
Shelly’s transaction resulted I various tax obligation that were negative relative to existing tax obligation. Moreover, other transactions affiliated to the transaction may demand to be reviewed in order to filter the underlying penalties that will arise due to tithe transactions. The set obligations will be segmented under the code section that will highlight the enlisted irk code obligation. A section of the IRC regulation will equally connote the regulation that was misrepresented during the transferal case study as well as existing article correlated to the case highlighting similar repercussion on past occurrences that related to the transaction.
The code
The tax obligation undertaken by Shelly transaction may be captured under the 26 U.S. Code section 351. The segment highlights on the transfer to corporation controlled by transferor within the same entity. This is similar to the case of Shelly who allegedly transfers stock from within accompany where she is the sole shareholder. The violation as enlisted by Shelly’s transaction is captured under the general rule part b section 1 A. The rule states (Commitee Bill Report)that all transfers of stock for corporations will have to be recorded in the event that the net gains if the underlying value are recognized or if they are in excess o0f the existing market values.
IRC regulation
The internal revenue code obligates that a given transaction demands reporting of the tax liabilities in the event of a transfer. As pointed under the fore stated code segment it was imperative that Shelly disclosed the tax obligation placed at $800,000 when the liquidation of the transfer was affected. However, failure to discloses the material transaction of the net gains that was registered during the transaction amounted to taxation fraud. Besides Shelly is incoherently liable and may equally face lawsuit of ascribed charges. Shelly would that be further oblige to not only remit the net gains liability taxation but would equally as well be expected to settle other additional penalties attached to the gross malpractice as well.
Legal cases
The case of South Dakota verses Wayfair Inc. is typical example to the Kane corporation asset transfer. According to the case the supreme court upheld that despite the fact that the firm was conducted its transaction outside the borders of the state (South Dakota verses Wayfair Incorporation) ,it was still obliged to remit it all the net gains taxation liabilities. The case further highlights that it was mandatory for the firm to offset its taxation liabilities in order to warrant any further transactions. Kane corporation though was liquidating its stock failed to record all the legal taxation liabilities and thus have the case against in their favor if the court were to exercise a similar rule.
Article citation
In his article titled Stock or Asset Transaction Michael De Prima attempts to highlight the various tax considerations under transfer (Prima) of stock in the vent of liquidation. He points that full disclosure of the net capital gains will need to be reported as part of tax obligations as stipulated by the IRC. He further points that failure to comply will inconsequentially be concluded as forfeiture to disclose material costs of the stock thus warranting the need for the anticipated penalties.
Based on the insurmountable evidence outlined under the fore stated, it is pivotal that to point that failure by Shelly to report the transaction reflected significant malpractice. The firm as well Shelly is thus liable for any penalties that the state or federal government may initiate against the set misconduct.















PART 3 Improper Accounting for Sales
Integrity: Would omitting income from staff sales result in the financial statements and 
returns to the tax authority being misleading? Is the practice dishonest, and what should be your involvement? 
Solution
IRFS standard code 311 dictates the full disclosure of material transaction are subject to federal tax obligations. The omitted transactions however lead to an understatement of the gross total sales that the firm effected within the fiscal trading period. This implore that the net capital tax that is accounted under the corporate tax is therefore a shortfall of all the returns allocated under the transaction. 
Moreover, this is a violation of the IRFs accountings standards and will therefore construe a malpractice. Furthermore, being a gross violation of integrity, the transaction may lead adverse repercussions such as deregistering as a certified practitioner on personal level. This implore that the transaction may need to be reported and audited and personal disassociation be effected as soon as possible.

Objectivity: In view of the trust that has built up between you and your client, and the 
threat brought about by the familiarity you have with the directors and staff of the 
company, how will you maintain your objectivity when deciding on a course of action? 
Solution
The frim together with the underlying personnel as well as directors may need to be advised on the possible demerits of their actions. The penalties often arising in the event that of discovery of the various malpractices will often result in withdrawal of practicing licenses as well as other financial charges. Moreover, this may lead to premature termination of the firms’ activities with other financial burdens imposed. Based on the afore stated risks its is imperative that firm may be forced seek for alternative ways of raising the funds as opposed to using fraudulent means that could jeopardize the firms’ activities in its entirety
Professional competence and due care: You must ensure that the financial information that you produce on behalf of your client is in accordance with technical and professional 
standards. 
Solution
Professionalism is critical in the administration the attested activities. A review of the malpractice demands an exceptional practice of the right ethical standards in the assessment of the scenario. It is pivotal that amore objective approach is adopted to ensure that decision adopted will not offer temporary comfort but reflct long term adverse effects on the firm as well as individual. The implication is that the correction of the malpractice will have to take preminence over the friendly ties that will inconsequentially lead to detrimental professional outcomes in the long term. This will guarantee that perpetuity and proper going concern of the firm’s activities are undertaken. 
Professional behavior: How should you act in order to protect your reputation and that of your firm and your profession?
Solution
To shield the firm as well as individual reputation, it is necessary that the firm highlights discretions that are ongoing. Moreover, the firm will need to equally ascertain material evidence to protect the firm’s future stake in the vent that an audit trail is to be adopted. Moreover, the firm need to review further its existing correlations in order to guar tee that future transactions will not hold adverse effected to the firms as one professional practices.
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