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Objectives


The objective of this course is to understand how taxes affect business decisions. 

Accounting, finance, and strategy courses generally ignore taxes.  Similarly, traditional tax courses often ignore the richness of the decision context in which tax factors operate.

We will develop a more useful framework using three key themes: 

· Effective tax planning requires the planner to consider the tax implications of a proposed transaction for all of the parties to the transaction.  

· Effective tax planning requires the planner, in making investment and financing decisions, to consider not only explicit taxes (tax dollars paid directly to taxing authorities) but also implicit taxes (taxes paid indirectly as lower before-tax rates of return on tax-favored investments); 

· Effective tax planning requires the planner to recognize that taxes represent only one among many business costs.  In the planning process, all costs must be considered, including the costly restructuring of the business necessary to implement some tax plans.   

We will then apply the framework to a host of business decisions, such as investments, compensation, organizational form, dividends, tax shelters, family wealth planning, and other fun stuff.  You will leave with a new approach to thinking about taxes (and all forms of government intervention), which should be valuable even as laws and governments change. 

Course Pack
The course pack is required.  It includes the PowerPoint slides that will be covered in class, the assignments, cases and readings.  Read each day’s slides before class so that you will have a sense of that day’s direction, enabling us to move as quickly as possible through the material.

Textbook
Scholes, Wolfson, Erickson, Maydew, and Shevlin, Taxes and Business Strategy, 4th edition, Pearson Prentice Hall, 2009.

The SWEMS book is a tough read.  It is possible to complete this course without reading this book.  However, the book provides an opportunity for you to go far beyond the limited time that we have in class.  It has a lot of good information, and some of my former students have used the book years after graduation.  Its authors include our own Ed Maydew, who teaches the mod 3 tax class and does require the book in his class.  

Background expected of students


I do not expect you to be or become tax experts.  You need not have taken a prior tax course to take this one.  On the other hand, I do not think you will be wasting your time if you have already taken a tax course (or even if you are a tax expert).  Simple algebra is the extent of the mathematical requirements.

Performance evaluation

This is a rigorous and demanding class.  I have high expectations of you and you should have high expectations of me.  You will get my best.  I expect to get your best.  If you are not prepared or committed to work hard, I recommend dropping the class.
There are 14 assignments in the class.  Some will take only a few minutes.  Others will take hours.  
All assignments will be group projects.  All groups will be pre-assigned and will change during the course.  Groups cannot work together to complete the assignments.  You may consult only with members of your group in completion of the assignment.  Moreover, it is not acceptable for groups to split up assignments among group members (e.g., student #1 completes assignment #1; student #2 completes assignment #2, etc.).  I reserve the right to lower the grade of a group member who does not sufficiently contribute to his group’s work.  All members of the group should be prepared to discuss the group’s work in class. 
You can answer some assignments easily on one page.  Others involve more complex analysis.  For those more complex assignments, your answer should be summarized on one page (the first page) in an executive summary.  Make the answer brief and to the point.  Assume I know the facts and the governing laws and regulations.  Up to five additional pages, figures, graphs, etc. may be included as supplementary explanation, but much of my focus will be on the one-page executive summary.  (My experience is that top management stops with the executive summary, unless a compelling case can be made there.  Thus, consider this an opportunity to express yourself clearly, completely, and succinctly.)  The executive summary and the rest of the report should be 12-font, Times Roman with 1-inch margins.

The points for each assignment are included in parentheses next to the assignment on the syllabus.  For example, the first assignment is due on October 23.  It is Coach K Parking and carries 10 points.  Two assignments have zero points because they are simple and will not be graded.  
Assignment #8 is Dividend Policy since 2003.  It is due on November 13.  The three Dividend Policy since 2003 projects that I deem the best will be asked to present their work on November 20.  The groups that are asked to present will have the opportunity to earn up to 20 points based on the quality of their presentation and the extent to which the rest of the class learn from their work.  Groups who are not asked to present will receive no points.  Everybody will be expected to read the reports that will be presented and to participate in the discussion. 

The nine graded assignments plus the possible 20 points for the presentations total 325 points.  
The final exam, which will be cumulative, will count for 75 points.  Thus, the points for the class sum to 400.  
All completed assignments must be emailed to both Kevin Markle (our TA at Kevin_Markle@unc.edu) and me.  We must receive the email before 8:00 am on the day of the class.  Hard copies will not be accepted.  Any assignment arriving by email after 8:00 am will be assigned a grade of zero.

The final exam will be completed alone, i.e., not a group assignment.  It will be a closed-book exam.  You may bring a calculator to the final exam, but no laptop or other electronic device.

If you disagree with how your assignment or exam was graded, write a memorandum that discusses the issue (i.e., why you believe that your answer is correct).  All memos must be submitted within one week of your receiving your grade.  Please be aware that I will re-grade the entire assignment or exam.

You are expected to attend all classes, participate in class discussions, and fully contribute to your group’s work.  You are expected to have completed the assignments for that day and be prepared to lead the class discussion.  I will randomly cold call in class.  

I reserve the right to boost a final grade if a student makes important contributions to class by bringing useful material, making substantial comments (simply talking a lot doesn’t count and may hurt you) or asking thoughtful questions.  Likewise, if you are absent or you are unprepared when called upon in class, I reserve the right to lower your final grade.  
Contacting me
The best way to contact me is email.  If I do not respond within 24 hours, feel free to send me a reminder.  

You may come by without an appointment during office hours (Tuesday and Thursday 2:00-3:00).  Please contact me to schedule an appointment if you would like to meet at any other time.

Class time


Class will start promptly on time and end promptly on time.  I take a very dim view of late arrivals.  Be ready to go at the start of class.

All cell phones, beepers, and other devices are to be turned off during class.  You may use a laptop.  However, you are not permitted to use email, surf the Web, travel to any other sites, or conduct any other activity on your laptop (or Blackberry, Treo, etc.) that is not part of the class activity.  You distract your classmates when you do this.  If you decide to travel to forbidden cyberspace locations, I will ask you to leave the class.  

To enhance classroom discussions, I encourage you to bring institutional material about tax planning to my attention.  You may volunteer to share such material during any class session.  Simply bring it to my attention before the start of class.  The material may come from journal articles, newspapers, trade magazines, etc.  My interest in encouraging you to share relevant institutional material is to prompt you to make the connection between the course and real activities that are taking place in the economy.

TA

Kevin Markle, our TA, is a doctoral student in our accounting program.  He will assist in grading.  If you see him before or after class, feel free to ask him questions.  However, recognize that he has a heavy load and his time is valuable.   

Who am I?

I graduated from Carolina’s undergraduate business program in 1980 with a concentration in accounting (the forerunner of our MAC program).  From 1981-1985, I was a tax consultant for Arthur Andersen in Boston and Greensboro.  After a year at Virginia Tech, I transferred to the doctoral program at the University of Michigan and graduated in 1990.  I have been at Carolina since 1990, except visits to Stanford and the University of Maastricht in the Netherlands.
I have spent my career studying the impact of taxes on society.  My research is designed to answer questions that arise in class, in policy discussions, in conversations with executives, and in interaction with other scholars regarding the role that taxes play in business.  I hope that my answers improve society in some small way.  I am paid well to do something I enjoy.  I wish you the same in your career.
My wife of 25 years, Ann (a Carolina grad and Charlotte native) and I are blessed with four children: two Carolina undergraduates, Kelly (senior) and  David (freshman), Paul (16) and Grace (13).  We are Christians (feel free to ask me about my faith) and active in our church (Chapel Hill Bible Church).  We have a new puppy (Mandie), laugh a lot, enjoy a big garden on an old farm, eat lots of barbeque and collards, follow the Heels, Andy Griffith, and play and watch sports.  In short, we are ordinary North Carolinians.  
CLASS SCHEDULE
Oct 
21
Tu
1.  Introduction (SWEMS pp.1-8, 14-15; Sec. 5.1, 5.2, 5.4, 5.5, 9.7)


23
Th
2.  Investments (SWEMS Chap. 3)






Assignment #1: Coach K Parking (10)

28
Tu
NO CLASS


30
Th
3.  Compensation (SWEMS, Sec. 8.1)





Assignment #2: Dook Revisited (10)





Assignment #3: MBA IRAs (0)





Assignment #4: Compensation Planning at Stanford University in the 21st 





                        Century (40)
Nov
  4
Tu
4.  Choice of Organizational Forms (SWEMS, Chap. 4)


Assignment #5: Bubba Gump Shrimp Factory (10)

Reading: Business Entities and Small Business Tax Reform
  6
Th
NO CLASS


11
Tu
5.  Dividends and Capital Gains (SWEMS Sec. 12-5, 12-6, 12-7)





Assignment #6: History Class (0) 





Assignment #7: Wesfarmers, Limited: The Dividend Decision (40)





Reading: Capital Gains Taxes and Equity Prices






Reading: Square One (WSJ, 7/10/2000)


13
Th
6.  Uncertainty I (SWEMS, Chap. 7, Figure 8.3, pp. 170-184)





Assignment #8: Dividend Policy since 2003 (40)




18
Tu
7.  Uncertainty II 






Assignment #9: NOLs (10)






Assignment #10: Options and Taxes (10)

  


Assignment #11: Texas Wild Cat (15) 


20
Th 
8.  Class Presentations: Dividend Policy since 2003 (20)

 

25
Tu
9.  Tax Shelter





Assignment 12: Tax-Motivated Film Financing at Rexford Studios (40)

Reading : The Strategy and Sources of Motion Picture Finance 



(background for case)




Reading: The Tax Environment Facing the Wealthy
  
27
Th
No Class--Thanksgiving
Dec
  2
Tu
10.  Family Wealth Planning I (SWEMS Chap. 18)





Assignment #13: Ottawa Devices (A) (40)


  4
Th
11.  Tax-Free Portfolio Rebalancing





Reading: Letter from Federal Reserve System to SunTrust Banks

  9
Tu
12.  Family Wealth Planning II





Assignment #14: Ottawa Devices (B) (40)


11
Th
13.  To be determined

12
Fri

Review Session (1:00-2:30)


15  Mon

FINAL EXAM (1:00-4:00)
HONOR CODE

You cannot overstate the importance that I place on the honor code.  I love this University and am offended that anyone would act in a manner that brings disrespect to the University, the Kenan-Flagler Business School, and himself (herself).  I will forward any suspicious activities to the Honor Court and will support the harshest penalties possible for offenses.  If you are uncertain about what constitutes any inappropriate act in the class, ask me.

The University of North Carolina at Chapel Hill has had a student-administered honor system and judicial system for over 100 years. The system is the responsibility of students and is regulated and governed by them, but faculty share the responsibility. If you have questions about your responsibility under the honor code, please bring them to me or consult with the office of the Dean of Students or the Instrument of Student Judicial Governance. This document, adopted by the Chancellor, the Faculty Council, and the Student Congress, contains all policies and procedures pertaining to the student honor system.  Your full participation and observance of the honor code is expected.

Sanctions for instances of academic dishonesty can result in an “F” in the course and suspension for one full academic semester.  Please note that for international students, these sanctions may result in the loss of your student visa status, requiring you to leave the U.S. until your suspension is over.

To ensure that there mitigate any confusion about what constitutes academic dishonesty, I have repeated below parts of the University’s Instrument of Student Judicial Governance:

“Academic Dishonesty.  It shall be the responsibility of every student enrolled at the University of North Carolina to support the principles of academic integrity and to refrain from all forms of academic dishonesty, including but not limited to, the following:

1. Plagiarism in the form of deliberate or reckless representation of another’s words, thoughts, or ideas as one’s own without attribution in connection with submission of academic work, whether graded or otherwise.

2. Falsification, fabrication, or misrepresentation of data, other information, or citations in connection with an academic assignment whether graded or otherwise.

3. Unauthorized assistance or unauthorized collaboration in connection with academic work, whether or not for a grade.

4. Cheating on examinations or other academic assignments, whether graded or otherwise, including but not limited to the following:

a. Using unauthorized materials and methods (notes, books, electronic information, telephonic or other forms of electronic communication, or other sources or methods);

b. Violating or subverting requirements governing administration of examinations or other electronic assignments;

c. Compromising the security of examinations or academic assignments;

d. Representing another’s work as one’s own; or

e. Engaging in other actions that compromise the integrity of the grading or evaluation process.

5. Deliberately furnishing false information to members of the University community in connection with their efforts to prevent, investigate, or enforce University requirements regarding academic dishonesty.

6. Forging, falsifying, or misusing University documents, records, identification cards, computers, or other resources so as to violate requirements regarding academic dishonesty.

7. Violating other University policies that are designed to assure that academic work conforms to requirements relating to academic integrity.

8. Assisting or aiding another to engage in acts of academic dishonesty prohibited [under this section of the Instrument]”
1
2

