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Course Objective
This course is an introduction to federal income tax law.  It is brief, consisting of just 12 classes of one hour and 20 minutes each. It is designed to achieve the following objectives:

1)
to explain the theoretical concepts behind the specific provisions of the law,

2)
to apply the law in practical problems and case settings,

3)
to interpret the law, taking into account the specific wording of the provisions, judicial decisions and the Canada Revenue Agency's position, and

4)
to introduce basic tax planning concepts through course notes on tax planning and problem application.

Since many students will be preparing personal income tax returns on their co-op work terms, the topics relate mainly to individuals, but including property income and capital gains rules which apply to all taxpayers.  Business income and corporate income tax issues are deferred until subsequent courses. The classes will cover chapters 1 (introduction), 3 (employment income), 5 (capital cost allowance), 7 (introduction to capital gains) and 10 (Division C deductions and tax credits) of the Beam, Laiken and Barnett (“B-L-B”) text.  Future tax courses at UW will fill in the chapters of the text which are not covered in this course. 

This course will also give you experience in computer preparation of personal income tax returns using the Taxprep software.  Taxprep is the program most accounting firms use.  

Evaluation
The student's achievement of the objective will be evaluated using a research assignment, two mid-term exams and classroom contribution.  

Examination Dates, Deadlines and Weights
Values
1)
Classroom contribution
10%   

2)
Mid-term examination: Friday, September 26, 4:30 pm to 6:00 pm..    
30%                


Rooms TBA.
3) 
Taxprep Research Assignment due Friday, October 10th, 11 am in the drop box for this course



outside HH290.
15%  

Late assignments will be down-graded one grade-point immediately 


(e.g., A to A-) and one more grade-point for each subsequent day late. 


A CD to install the Taxprep software at home will be handed out in class. Taxprep is also available on the Nexus computer network. Computer labs will be by held by a teaching assistant in PAS 1237, and are intended to provide an opportunity for students to get hands-on experience with Taxprep.  Times of the labs will be announced in class. There will be lab times in the first 2 weeks of class to help people with any problems in installing the software. It is better to go to earlier labs as ones approaching the assignment due date may be crowded. Do not be concerned that Taxprep tax calculations do not exactly match the figures learned in class; the software is for 2007 while the clases cover tax rules for the year 2008.
4)
Second midterm examination: Friday, October 17, 4:30 pm to 6:00 pm. 

Rooms TBA.                    
45%    

Classroom Contribution

Tax is a cumulative subject and students who do not keep up with the work will find the daily problem review and lectures to be very hard to follow.  Also, the textbook contains more material than students need to know and hence it is essential that students get the most out of class in order to absorb what they need to know to pass the exams.  Therefore, doing the homework and participating in class are very important.

Participating in class also lets me as an instructor know whether the material is being understood.
Classroom contribution will be evaluated in 3 ways:

a) At the beginning of each class, students will be asked to initial beside their name of a class list if they are prepared and ready to contribute in class.  Simply initialling this list is one component the mark.

b) From this list, about 10 names from this initialling group will be written on the board and these students will be called on to participate as we discuss the homework problems. It is not expected that these students will have the right answers, but they will be expected to have made a reasonable effort to solve the problems. 
c) Students who have made voluntary contributions in class beyond the cold-calling will be able to circle their names on the class list at the end of class to receive credit for this contribution. For example, I might make an error on the board and I appreciate having that pointed out.  

Exams

The exams will present fact situations, and the student will be required to identify potential tax problems and opportunities and to resolve these situations by reference to the Income Tax Act and relevant common law. 

Calculators and one copy of the Volume 2 of the course notes (i.e., the excerpts from the Income Tax Act), reasonably annotated or marked with a highlight pen, will be allowed for all examinations.  "Reasonably annotated" includes handwritten notes but does not include pasting, stapling or otherwise attaching or inserting any paper into the Act.  Tabs are permitted if they are less than 2.5 x 1 cm, used solely for the purpose of allowing the student to find a location quickly, and used judiciously.  Titles of topics covered may be written on these tabs.
Course Note Package
The required text is a set of AFM 201 course notes which can be purchased at Kinko’s. There are 2 volumes.  Volume 1 (green cover) contains: .
1) Excerpts from R.E. Beam, S.N. Laiken and J.J. Barnett, Introduction to Federal Income Taxation in Canada, 2008-2009, 29th Edition, CCH Canadian Limited, North York, Ontario, 2008. Total of about 330 pages. This is the main text for the course.
2) Excerpts from Jason Fleming, UFE Tax: A Guide to Understanding the Basics of Canadian Income Taxation (Thomson Carswell, 2008). Total of 53 pages. These readings are a simpler form of the Beam-Laiken-Barnett material.  They cover only the main topics and are in less detail; for tax, that is often an advantage.
3) Some extra homework problems to supplement those in the Beam-Laiken-Barnett text.

Volume 2, which is printed separately to allow it to be brought into exams, is:
Excerpts from Canadian Income Tax Act with Regulations, CCH Canadian Limited, North York, Ontario, 2008.

UW-ACE
I may use UW-ACE to post course information such as old exams. Items which are available on UW-ACE will be announced in class. UW-ACE can be accessed through www.uwace.uwaterloo.ca.  To enter the program, you must enter your UW username and your Quest password as the password.  The “Lessons” folder of UWACE will provide students with access to files of materials such as assignments or in-class slides. I have arranged the settings for the course so that I can send out group emails and you can reply to them, but you cannot send me a new message. Email me directly from your email account, rather than through ACE.  
Homework.  
The daily work for the classes is listed on the following pages. In preparation for each class you are expected to do the daily homework and the readings.  New material will be introduced first by lectures; students will then follow up by doing the readings.  Approximately two-thirds of class time will be spent taking up homework and one-third will be devoted to lectures on new material.

I will prepare and hand out in class daily summaries of the readings for the next day.  These indicate the topics that 
are needed to solve the problems and the topics which I believe are most important, so you should pay special attention to them.  These will usually be one page. The daily summary for the first class is at the end of this handout.
The homework problems are from different sources.  Where I have the right to reproduce the solutions, I will hand out copies in class.  We will still take them up, but this will save you having to write everything down.  For other problems, I will be doing on the board or with overheads.

No specific readings are assigned from the Income Tax Act, except as may be mentioned in class from time to time.  However, you should refer to the Act to clarify your understanding of the text and to begin the essential process of developing a familiarity with the Act.  It is because the Act is such an important tool for a tax practitioner that the Act is the only outside material allowed for examinations.

An alternative text to buy is B. Buckwold and J. Kitunen, Canadian Income Taxation: Planning and Decision Making, 2008-09 Edition. This covers about halfway in detail between the Fleming and Beam-Laiken-Barnett books.  About one-sixth of the book (93 pages) is relevant  to this course. The relevant Buckwold-Kitunen pages for each of the Beam-Laiken-Barnett chapters we will cover are: chapter 10, 354-370; chapter 5, 172-185 and 187-190; chapter 6, 213-227; chapter 7, 249-271; and chapter 9, 294-314. To buy this book (and any other accounting textbook), contact 2 Toronto bookstores:

· Fertile Ground Business Bookstore on Irwin Avenue, just off Yonge Street  (http://www.fgbooks.com).

· Books for Business( http://www.booksforbusiness.com/) on Adelaide St. just east of University.

Avoidance of Academic Offences

· Academic Integrity: in order to maintain a culture of academic integrity, members of the University of Waterloo community are expected to promote honesty, trust, fairness, respect and responsibility.
· Grievance:  A student who believes that a decision affecting some aspect of his/her university life has been unfair or unreasonable may have grounds for initiating a grievance. Read Policy 70 - Student Petitions and Grievances, Section 4, http://www.adm.uwaterloo.ca/infosec/Policies/policy70.htm 

· Discipline: A student is expected to know what constitutes academic integrity, to avoid committing academic offenses, and to take responsibility for his/her actions. A student who is unsure whether an action constitutes an offense, or who needs help in learning how to avoid offenses (e.g., plagiarism, cheating) or about “rules” for group work/collaboration should seek guidance from the course professor, academic advisor, or the Undergraduate Associate Dean. When misconduct has been found to have occurred, disciplinary penalties will be imposed under Policy 71 – Student Discipline. For information on categories of offenses and types of penalties, students should refer to Policy 71 - Student Discipline, ttp://www.adm.uwaterloo.ca/infosec/Policies/policy71.htm
· Appeals: A student may appeal the finding and/or penalty in a decision made under Policy 70 - Student Petitions and Grievances (other than regarding a petition) or Policy 71 - Student Discipline if a ground for an appeal can be established. Read Policy 72 - Student Appeals, http://www.adm.uwaterloo.ca/infosec/Policies/policy72.htm
Daily Schedule

The overall plan of the 12 classes is as follows:

Chapter 1: 1 class (Sept. 9)
Chapter 10: 3 classes 

Chapter 5: 1 class

Chapter 6: 2 classes

Chapter 7: 2 classes

Chapter 9: 2 classes

Review: 1 class

Notes in interpreting the daily schedule:

· Readings from the Beam-Laiken-Barnett are given by paragraph number, e.g., 1,020. 
· Readings from Fleming are listed by page number. Readings from Fleming are given only for classes where we are beginning a new chapter of the Beam-Laiken-Barnett text. Fleming often covers the topics in a different order, and the Fleming reading is intended to cover the same material as all of the Beam-Laiken Barnett chapter readings over the next 2-3 days.  Note that Fleming leaves all even-numbered pages blank for student notes so only the odd-numbered pages are reproduced in the course note package.
· There are no specific readings from the Income Tax Act.  I will indicate in class where I think it is helpful to read particular sections of the Act.

· If you are having difficulty with the problems for that day, consult the exercises at the end of the chapter because they have worked-out solutions in Appendix 3 of the text.

· Another way to test your knowledge is to do the multiple-choice questions and the review questions. I have not assigned specific questions, but they are at the end of most chapters and you may find them helpful. Again, solutions are available in the appendices to the text.

· The Beam-Laiken-Barnett text contains more material than you need to know.  Exams will be based on homework problems, so you should spend your time understanding the topics that come up in these problems.  The one-page daily summaries are intended to cover the knowledge you need to solve the problems, so looking at these summaries is another way to figure out the important material you need to know.

· Problems from the course note package are numbered as S1, S2, etc. Problems and exercises from the Beam-Laiken-Barnett text are listed as “chapter: problem number”, e.g., 4:5 is chapter 4, problem number 5
DAILY SCHEDULE
	Cl.
#
	Date
	Topic
	Readings  
	Exercises 
	Problems

	1
	Tu
Sept 9
	Introduction
	
	
	

	2
	Th
Sept 11
	Tax credits: personal, charitable, medical and impairment
	Fleming 255-291.

“About this Book”, Chapter 1 start to para. 1,020, 1,100-1,160, 1,200-1,360, Chapter 10 start to para. 10, 005, paras. 10,100- 10,310
	 Ex.10:2, 10:6
	10-11, 10:12, 10-13 and S1 (do only the tax credits covered so far)

	3
	Tu
Sept 16
	Credits for students, spousal transfer, dividend tax credit and 82(3) election
	Paras. 10,320- 10,430, 9,460
	 Ex 10:5, 10:7
	 S2, S3

	4
	Th
Sept 18
	Foreign tax credits, OAS clawback, refundable tax credits, minimum tax
	Paras.10,440-10,570
	Ex. 10:8, 10:9, 10:10
	 10:20, S4 and finish S1

	5
	Tu
Sept 23
	Capital cost allowance
	Fleming 75-101.

Chapter 5 start to para. 5,075
	 Ex. 5:3
	 S5

	6
	Th
Sept 25
	Property income: inclusions. Time this class to answer any questions about previously-covered material.
	Paras. 6,000-6,065
	 Ex. 6:1
	 6:3(A only), 6:12 (inclusions only). 

	Midterm exam Friday, September 26: covers to end of chapter 5 (Tuesday’s class)

	7
	Tu
Sept 30
	Property income: deductions
	Paras. 6,200-6,325
	 Ex. 6:3, 6:4
	6:12 (finish), 6:5, 6-13, 6-15

	8
	Th
Oct 2
	Capital gains: reserves, principal residence, personal use property, listed personal property, identical properties
	Fleming 101-129.

Paras. 7,000-7,240
	 Ex. 7:1, 7:2
	 S6, S7, S8, 7-6

	9
	Tu
Oct 7
	Capital gains: stock dividends, superficial losses, ABILs, section 3, attribution rules for property income and for capital gains
	Skip 7,250, then read paras. 7,270-7,320, 6,070-6,120, 8,200-8,245
	 Ex. 7:3, Ex. 7:4, 7:5, 7:6, 6:2, 8:8
	 7:7, 7-8, 
6-3 (finish), 
8-8 (do only the scenario of a gift; also ignore the stock option aspect and assume the total ACB of the shares is $210,000)

	10
	Th
Oct  9
	RRSPs, TFSAs
	Fleming 201-229.

Paras. 9,200-9,430
	 Ex. 9:2, 9:3, 9:4
	  9-1,9-5, 9-7

	11
	Tu
Oct 14
	Moving expenses, child care expenses, other income
	Paras. 9,440-9,530, 9,000-9,130 (skip 9,140-9,155)
	 Ex. 9:5, 9:1
	9-10, 9-11, 9-13


	12
	Th 

Oct 16
	Review (attendance optional)
	
	 
	 

	2nd midterm exam (end of tax part of course) Friday, October 17 


1

