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Question 1.  (10 Points). Tax practitioners must not sign a tax return under Circular 230 if the return takes a position that does not have a realistic possibility of being sustained by the Internal Revenue Service.  What is a realistic possibility as defined by the Internal Revenue Service? Is it possible for a tax practitioner to sign a tax return that takes a position that does not meet the realistic possibility Standard?  If so, explain. (Note: Citations are not required for this question.)
Question 2. (10 Points). List six examples of tax materials that have Substantial Authority. (Citations are not required.)

Question 3.  (10 Points). As a tax bill proceeds through Congress, various Committee Reports are generated. List three Committee Reports that are typically prepared for a new tax law.(Note: Citations are not required for this question.)

Question 4.  (10 Points). Identify and describe three types of letter rulings issued by the IRS. (Citations not required.)

Question 5.  (10 Points). When the Supreme Court denies a writ of certiorari, does that mean the Supreme Court is upholding a lower court’s decision? Explain. (Note: Citations are not required for this question.)

Question 6. (15 Points)

You may refer to the Code and Regs for this case. Britney Spare is a famous singer. Some years ago she met John who managed her tours. In time, they were married.  They built a house in Charlotte in which they live. Of course her career requires extensive tours and travel for special concerts, etc. John has supported her when her career was faltering and when it was going strong. Since their marriage he has supervised the building of a recording studio near their home in Charlotte and continues to handle much of the planning for her tours.
Britney likes to travel and John likes to stay home. John’s desire for a simple life does not fit with Britney’s idea of the “good life.” They now realize that they have very different interests and they are planning a divorce. Britney would like to finalize the divorce in the next week or so, because she will soon be devoting all of her attention to her next album, and planning the next tour.

They are determined to remain good friends during and after the divorce.  Britney has agreed to pay alimony to John in the amount of $20,000 per month starting on November 1, 2003.  These payments will continue as long as John lives.  

John has been building a home in the North Carolina mountains near his parents. He will move into that new home when it is completed around January 15, 2004.  He will continue to live in the current residence with Britney until mid-January.  Britney has also agreed to pay John’s monthly mortgage payment of $5,000 per month, starting the month after construction is completed. Those payments will continue until the mortgage is fully paid in 20 years.
Britney has asked you to conduct the necessary research and provide written advice regarding the tax implications of these payments she will make to John, or on his behalf.  You should explain the tax implications for both Britney and John.
Question 7. (15 Points). (You may refer to the Code and Regs for this case, as well as Damon Cicciari v. Commissioner.)

Your client is a physical therapist who works for Dr. DoGood. Dr. DoGood provides medical treatment for patients who need treatment for injuries as well as physical therapy.  Treatment usually includes procedures related to healing of joints (such as casts, medication, etc.) followed by a period of physical therapy. 
Some elderly patients who have completed the prescribed program have asked if they can have the physical therapist visit their homes and provide additional therapy beyond that prescribed by Dr. DoGood. Dr. DoGood does not want to get involved in providing “in home” services, so she: (1) has suggested that these patients contract directly with the physical therapist for these extra services, and (2) has told the therapist that he is free to provide such services on nights and weekends, provided it is understood by all parties that Dr. DoGood assumes absolutely no responsibility for any aspect of this “in-home” service.

The physical therapist has contacted you and asked you if he will be subject to income tax and/or self-employment tax on earnings from this proposed in-home service.

Please provide written advice for the therapist.  You may want to consult Damon Cicciari-TC Memo 2003-179 when conducting your research.
Question 8. (20 Points). (You may refer to the Code and Regs for this case, as well as Stephen Hayden v. Commissioner.)
BigCo is a successful manufacturing company that is also your client. BigCo’s president wants to improve the insurance program provided for employees.  She has asked you for advice on the selection of an insurance policy that will provide disability income for those who become disabled while employed by BigCo. 

She would like to provide a plan that pays good benefits, and she would like for the provision of this coverage to be a tax-free fringe benefit.  She would also like for disabled employees who receive payments under the plan to be able to exclude those payments from taxation to the extent possible.

Please write a memo with the results of your tax research.

1. You should explain the tax impact on employees who are provided this insurance coverage by the employer.
2. You should also explain the tax impact on employees who become disabled and receive payments under the plan.

3. Finally, you should provide any applicable guidance regarding terms of the insurance policy that may help minimize the tax impact for disabled employees receiving benefits.

