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Chapter 1
3. Excise tax is an indirect type of taxation that is imposed on the manufacture, sale or use of specific type of products. It is commonly included in the price of products such as alcohol, gasoline and cigarettes. It increases the prices of such goods making those who use them to limit the quantity that they normally consume (Henderson, 2008).
4. VAT is usually considered to be regressive in nature because the poor seem to be paying much more of their income in VAT than the rich. The poor spend much of their income while the rich save a higher percentage of their income.
5. VAT can be used to balance the budget simply by gradually increasing the country’s total burden by a certain percentage of the gross domestic product through a significant period, talk of for instance up to 2023.
6. The difference between tax avoidance and evasion is legality. Tax avoidance is legally exploiting the system that is used to collect tax by allowing it to decrease the current or future amount of tax to be paid (Henderson, 2008).
Chapter 2
8.
· United States District Court.
· United States Court of Federal Claims.
· United States Tax Court.
 21.  Some of the events that might cause an IRS examination are;
· If an individual fails to disclose all its taxable income.
· If an individual is claiming the earned income credit.
· If an organization or individual were really charitable.
Chapter 3 
2. Deductions for adjusted gross income can be claimed whether or not the taxpayer itemizes, whereas deduction from adjusted gross income will result in a tax benefit only if they exceed the taxpayer’s standard deduction.
3. A tax credit will for every dollar deducted in a person’s income tax liability provide a dollar that will end up cancelling the effect. For instance, a $25 tax credit saves a person $25 in taxes. While, tax deductions decreases a person’s taxable income and they are equal to the percentage of the person’s marginal tax bracket (SMITH, 2018).
Chapter 4
21. The constructive receipt doctrine is applied to prevent the Sarah from choosing the year in which to reduce income to possession. Thus she will include the ten thousand dollars; she will report $45,000 in 2018 income tax return.
22. Rental losses can be deducted in full up to the 12,500 limit
25000/2=$ 12500
25% (percentage taxed in rental income)
0.25*20000=5000
0.25*15000=3750
Total= 5000+3750
=$8750
Chapter 5
a. Insurance proceeds for loss of finger. Should not be included in gross income.
b. Prizes. They can be included in gross income, but depends on the prize.
c. Embezzlement proceeds. Should be included.
d. Interest on all saving deposits.  Should be included.
e. Child support. Excluded in gross income.
f. Interest on series HH bonds. Should be included.
g. Receipt of alimony by divorced husband. Included.
h. Income produced from property acquired by gift. Excluded.
i. Gifts and inheritances. Excluded in income.
j. Scholarship grants for tuition.  Are excluded.
k. Compensation for injuries or sickness. Excluded.
l. Interest income on bonds issued by state of Ohio. Excluded.
m. Life insurance proceeds from a group plan.  Excluded.
Chapter 6
4.  Deductions for adjusted gross income can be claimed whether or not the taxpayer itemizes, whereas deduction from adjusted gross income will result in a tax benefit only if they exceed the taxpayer’s standard deduction.  Improper classification will affect the taxpayer’s return in that for AGI will be claimed whether or not the taxpayer itemizes whereas from deductions will only result to a tax benefit only if they exceed the taxpayer standard deduction (SMITH, 2018).

5. Some of the criteria that must be met before an expenditure can be considered as an allowable trade or business tax deduction are; the expenditure must have been incurred during the taxable year, must be ordinary, must be necessary, and reasonable. 
Chapter 7
2. Tax shelters were popular before the Tax Reform of 1986simply because passive losses incurred from passive activities could be utilized in offsetting portfolio and active income.  The state allowed tax shelters so that it could promote economic growth since tax shelters benefited the investors. Tax shelters are currently not popular because passive losses are only allowed to offset passive income.
28. Loss carryback is allows an organization or individual to use a net operating loss in any year to offset a profit in one or more of the previous years. Loss carry forward is similar to the carryback, it allows carrying a tax loss over to the future years of profit. 
Chapter 8
6. There are three criteria to be met for personal property taxes to qualify as an itemized deduction; tax must be imposed per year, must be imposed on personal property, and must be an ad valorem tax based on the value of the property.
16. The unused charitable contributions can be carried over to the following year.
Chapter 9
1. A tax credit will for every dollar deducted in a person’s income tax liability provide a dollar that will end up cancelling the effect. For instance, a $25 tax credit saves a person $25 in taxes. While, tax deductions decreases a person’s taxable income and they are equal to the percentage of the person’s marginal tax bracket (SMITH, 2018).
$400 credit would help a 28 percent tax bracket taxpayer most compared to $2000 deduction.
A 15 percent tax bracket taxpayer will be helped most by the $ 2000 deduction.
16. A foreign tax credit is used to reduce the impact of having the same income taxed by both the foreign nation where the income was earned and the US.
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