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Backgroun

The accountant for George’s Plumbing, Inc. has approached you for some tax advice about how to
handle some items on the income tax return for the business. The business is a C corporation. The
corporation is a calendar year end, cash basis taxpayer. The business suffered a significant downturn in
2019 due to COVID so in 2020 the business obtained a Paycheck Protection Program (“PPP”) loan of $2
million to cover payroll, employee health care costs, rent and utilities. The loan covered all the costs so
you can safely assume all of the $2 million dollars was used to pay for the cost of payroll, employee
health care costs, rent and utilities.

The business now wants to apply for the forgiveness of the PPP loan but needs advice for the following:

1. Was the PPP loan taxable to George’s Plumbing, Inc. when it was received in the 2020 tax year?

2. Can the expenses that were incurred by the business in 2020 for the costs of the payroll, health
care costs for the employees, rent and utilities be claimed as in income tax deduction on the
2020 income tax return?

3. If the business applies for forgiveness of the loan in 2021 will the forgiveness of the debt be
regarded as cancellation of debt income (“CODI”) and taxable to the corporation?
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You research should consider the following (but it is not an exhaustive list):

IRC §61

IRC §108
IRC §162
IRC §163
IRC §265

Your responsibility:

Prepare a tax research memo addressing the question that has been raised. Please note that if the tax
memo is not in the required format and/or contains very little analysis you will receive a zero (0) for the
assignment. All good faith efforts are capable of receiving a minimum of 60% but less than a good faith
effort will be awarded zero points.

You will need to support your conclusion using primary sources of tax law. Your textbook is NOT
primary authority nor are IRS Publications

You must use proper citation form in your memo (see Chapter 2 for help with citation form). The form
for this communication should be professional and in the form of a tax research memo (example posted
on Blackboard and a similar example in your textbook). Do yourself a favor and look at the grading
rubric before you submit.
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This memo should be whatever length you feel is appropriate to resolve the issues. We do NOT use a
bibliography or list of references in a tax research memo. We do not include Background in a tax memo.
You will see that citations are within the text of the document in the example. Once a court case has
been cited in full, it can be referred to using simply the name in italics.

You are required to INDIVIDUALLY prepare this document. Please upload your memo to Canvas before
the due date and time. Turnitln will be used to check for plagiarism.

The grading rubric for Tax memos is posted in Canvas. For this assignment, points are distributed as
follows:

Aspects of the memo Points
Content - facts and issue(s) 16
Content - analysis 30
Content - conclusion 14
Organization 8
Audience 8
Style 8
Mechanics 8
Referencing 8
Total 100
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Facts and Issues

Content - Analysis

Content-Conclusion

Styte

Mechanics

Referencing

Below expectations.

Critical facts omitted or substantial
unessential facts included. Unable to
appty o distinguish fom other possible
£act patterns or facts are merely copied.
Srom case.

Analysis i deficient in reference to
avthoritative tax law. Analysis lacks
cohesion and does not support conclusion.
Analysis relies on secondary sources
when primary sources exist.

Canclusion i unclear and vasupported by
analysis. Reader is not able o form
educated opinion on tax freatment of facts
pattern. Conclusion s a simple sentence
Stating conclusion.

Paper lacks logical sequence hence
causing format o interfere with
ceadablity. Does not use proper
parazraphing. Topic sentences do not lead
%0 cest of paragraph or are missing
altogetter.

Weiteris intermally focused rather than
Socused on the reader. No clear awareness
or understanding of the audience is
evident. Writer may appear discourteous
to the reader.

Overuse of simple sentences. May misuse
words or idioms. May include slang.
‘Wordy rather than concise. Writing shows
fack of sophistication or variety in
vocabutary. Awkward. Little of 5o vse of
‘business terms

Significant errors in word usage, sentence
structure (run-ons, fragments), spellng.
punctuation, and capitalization. Exrors
tndermine credibiliy of content and
ceadability

References (if called for) are missing or
do not use correct referencing style.

ets expectations

Most cifical facts dentified and
communicated. Some unessential facts
included.

Analysis & incomplete or one-sided. Most
selevant authority has been identified.
Analyais i not perfectly logical or does
ot support issue stated.

Conclusion fais o te analysis and facts
together. Some conclusions made 2 part
of analyais instead ofin conclusion.

Paper follows Iogical sequence with
identifisble beginning, development, and

Exceeds Expectations

All perinent facts have been described in
 clear and concise manner
Distinguishing features of the fact pattern.
are bighlighted.

All necessary references to authority have
been made. Authority which could apply
bt does not has been distinguished fom
that which does. The analysis follows 2
Iogical patter of application to the facts
nd supports avthor s conclusion

Canclusion is clear and integrates with
Sacts and analysis. More than a simple
sentence stating conclusion. Cause and
effect relationship befuween facts and
analysis are made. Al open issues are
responded to. Conclusion dravn is
comrest.

Paper flows well with appropriate
beginning, development, and conch

conclusion. Generally proper use of
paragraph structure and topic sentences.
Organization and/or headings help the
ceader to follorw and find information

‘Waiter acknowledges the reader and
displays some thought about the nature of
the audience. Reader s treated politely
and positively. No evidence of
inappropriate atitude.

‘Sentences vary in length and syle. Strong.
action verb are used. Occasionally uses
Jargon or clichés. Vocabulary and word
usage generally i correct and shows some
variey. Uses business terms

appropriately

Relatively free of errors in word usage,
sentence structure (run-ons, fagments),
spelling, punctuation, and capitalization.
Mechanics do not defract from credibility
of the content.

Generally correct referencing (i called
or).

Faragrap seoctee cotettes 1 8o
nd itions Organaation e ot
Readings help e reads 1o vodestond
2 s nfomation

Writer clearly focuses writing to the
audience, and displays empathy for the
ceader. Goodwill i created through
consideration of the reader s needs.
Message tailored directly for the reader

Demonstrates a sophisticated grasp of the
Language in terms of both sentence
structure and vocabulary. Writes fhidly
and concisely. Includes appropriate
business terms

Noerrorsin word usage, sentence
Structure (un-ons, fragments), spellng,
punctuation, and capitalization. Strong
‘mechanics help to establish credibility

References (if called for) are consistently
correct. No missing ciations.




