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Changes in the Tenth Edition 
 
For the 2019 edition of McGraw-Hill’s Taxation of Individuals and Business Entities, many changes were made in response to 
feedback from reviewers and focus group participants: 
 

∙ All tax forms have been updated for the latest available tax form as of January 2018. In addition, chapter content 
throughout the text has been updated to reflect tax law changes through January 2018. 

 
NEW! Resources for 2017 Tax Cuts and Jobs Act—Available in 2018© and 2019©  

 
• Brief Explainer Videos—Offers insights to students into new tax laws by comparing and contrasting with old tax code. 
• Chapter Overviews—Identifies the tax law changes for each learning objective.  
• Individual Chapter Guides—Provides summary description of new tax laws, expanding on the chapter overview.  
• Problem Map—Marks the end-of-chapter content and test bank content affected by new tax laws in an easily navigable 

spreadsheet.  
• Tagged Content in Connect—Added metadata tags to help instructors filter for end-of-chapter/test bank content impacted by 

2017 tax reform.  
• PowerPoints on Tax Changes—New slides detailing the updated laws on a chapter-by-chapter basis.  
• Ongoing Author Webinars and Teaching Tips 

 
 
 

Specific Chapter Changes: 
 
 

Chapter 1  

 

• Updated tax rates for 2018 and Examples 1-3 through 1-7.  
• Updated Social Security Wage base for 2018.  



 
  

• Updated unified Tax Credit for 2018.  
• Deleted Taxes in the Real World: Affordable Care Act amount for 2018 which was repealed.  
• Updated Taxes in the Real World: National Debt for current debt limit.  
• Updated Exhibit 1-4 for 2017 Federal revenues by source from Treasury.  
• Updated Exhibit 1-5 for 2017 State revenues by source from U.S. Census. 

 

Chapter 2  

 

• Updated gross income thresholds by filing status for 2018 for new tax law changes.  
• Updated discussion of filing requirements for married taxpayers for new tax law changes.  
• Revised discussion of Preparer Tax Identification Numbers (PTIN).  
• Revised end of chapter problems to reflect tax law changes. 

 

Chapter 3  

 

• Updated tax rates for 2018.  
• Added Taxes in the Real World: Tax Reform and Tax Planning.  
• Updated Exhibit 3-3 for new tax rates post TCJA.  
• Modified Examples 3-7 and 3-8 to reflect changes in tax planning from TCJA. 

 

Chapter 4  

 

• Streamlined Learning Objective 4-1.  
• Edited Learning Objective 4-2 to emphasize dependents instead of exemptions.  
• Updated Exhibit 4-1 to reflect changes in the Individual Tax Formula 
• Updated Exhibit 4-7 to reflect standard deduction amounts for 2018.  
• Edited Exhibit 4-5 to remove moving expenses.  
• Changed Example 4-2 to replace moving expenses with IRA contribution.  
• Updated discussion of child tax credits to reflect new law.  
• Updated examples to reflect changes in child tax credit under new tax law.  
• Revised section on personal and dependency exemptions to emphasize who qualifies as a dependent of the taxpayer.  
• Revised discussion of why determining filing status is important.  
• Revised filing status discussion to emphasize claiming a dependent rather than claiming an exemption for a dependent.  
• Edited flowcharts in appendices to emphasize claiming a dependent rather than claiming an exemption for a dependent.  
• Added two new discussion questions to address questions relating to the new tax law.  
• Deleted one problem dealing with dependency exemptions.  
• Edited approximately 10 percent of the problems to reflect changes in the tax law allowing the deduction for qualified business 

income or dependency exemptions.  
• Updated tax rates for 2018.  
• Updated tax forms from 2016 to 2017 forms. 

 

Chapter 5  

 

• Revised discussion of claim of right doctrine for individuals required to repay compensation for tax law changes.  
• Updated discussion of alimony for tax law changes.  
• Updated discussion of employee awards for length of service or safety awards for tax law changes.  
• Clarified discussion of the deductibility of gambling expenses for tax law changes.  
• Updated discussion of discharge of indebtedness for tax law changes.  



 
  

• Revised discussion of fringe benefits and moving expenses for tax law changes.  
• Added a discussion of accountable plan reimbursements. 
• Updated for 2018 amounts for Flexible Spending Account contributions.  
• Revised discussion of Section 529 plans for tax law changes.  
• Added Taxes in the Real World on the taxation of prizes.  
• Updated for 2018 foreign income exclusion amounts.  
• Updated for annual gift tax exclusion and unified tax credit for 2018.  
• Revised discussion of athletic scholarships.  
• Updated U.S. Series EE Bond interest income exclusion for 2018.  
• Updated tax forms from 2016 to 2017 forms.  
• Updated end of chapter problems for tax law changes 

 
 

Chapter 6  

 

• Revised discussion of deductibility of business versus investment related expenses under for tax law changes.  
• Revised Exhibit 6-1: Individual Business and Investment Related Deductions for AGI, from AGI, and Not Deductible.  
• Added discussion for new excess business loss limitation.  
• Revised discussion of moving expenses for tax law changes.  
• Revised discussion of alimony deduction for tax law changes.  
• Revised discussion of deduction for interest on qualified education loan for tax law changes.  
• Eliminate discussion of expired deduction for qualified education expenses.  
• Updated AGI floor for medical expense itemized deduction for tax law change.  
• Updated mileage rate for medical expense itemized deduction for 2018.  
• Added discussion on new cap on itemized deductions for taxes.  
• Revised discussion of mortgage interest deduction to reflect new cap on acquisition indebtedness and nondeductibility of interest 

on home-equity indebtedness.  
• Revised discussion of investment interest expense deduction for tax law change that eliminates the deduction for investment 

expenses as itemized deductions.  
• Revised discussion of charitable contributions for new 60 percent AGI limit for cash contributions to public charities and private 

operating foundations.  
• Revised Exhibit 6-8: Summary of Charitable Contributions Limitation Rules.  
• Revised discussion of casualty and theft losses on personal-use assets for tax law changes.  
• Revised discussion of miscellaneous itemized deductions to reflect tax law changes that eliminated these deductions subject to 2 

percent AGI floor (employee business expenses, tax preparation fees, hobby expenses, investment expenses)  
• Eliminated discussion of itemized deduction and personal exemption phase-outs repealed by tax law changes.  
• Updated standard deduction amounts for tax law changes.  
• Eliminated discussion of personal and dependency exemptions repealed by tax law changes.  
• Added discussion for new deduction for qualified business income.  
• Updated tax forms from 2016 to 2017 forms.  
• Substantially revised end of chapter problems for tax law changes. 

 

 

Chapter 7  
 

• Added Taxes in the Real World: So You Want to Invest in Bitcoin.  
• Updated tax rates in all examples and problems for 2018.  
• Revised discussion about when qualified dividends are taxed at 0, 15, or 20 percent based on TCJA changes.  
• Modified definition of capital assets to exclude self-created patents, inventions, models or designs, and secret formulas.  
• Updated Exhibit 7-3.  
• Revised discussion about how taxpayers determine whether capital gains are taxed at 0, 15, or 20 percent.  
• Added new key terms: maximum zero rate amount and maximum 15-percent rate amount.  



 
  

• Added new Exhibit 7-3 to illustrate maximum zero rate amount and maximum 15-percent rate amounts by filing status and 
income.  

• Updated examples for changes in capital gains rate thresholds.  
• Clarified footnote 26 to reflect the requirement to add back seven percent of excluded §1202 gain for AMT purposes.  
• Substantially revised the method for calculating tax liability on net capital gains and related example 7-9.  
• Revised discussion on investment expenses and investment interest expense.  
• Updated note on cost basis required to be reported by brokers.  
• Added new discussion question regarding sale of passive activity.  
• Updated tax forms from 2016 to 2017 forms. 

 
 

Chapter 8  
 

• Updated tax rate schedules to reflect tax law changes.  
• Updated discussion of marriage penalty or benefit for tax law changes. 
• Revised discussion of kiddie tax for tax law changes.  
• Revised discussion of the tax calculation for preferentially taxed capital gains and dividends for tax law changes.  
• Updated AMT discussion for new tax law changes related to adjustments, exemption amounts, and phase-out of exemptions.  
• Updated AMT tax rate schedule for 2018.  
• Updated Social Security Tax wage base and Self-Employment Tax base for 2018.  
• Revised discussion of Medicare and additional Medicare tax.  
• Updated discussion of child tax credit for tax law changes.  
• Updated Lifetime Learning Credit phase-out for 2018.  
• Updated discussion of education credits for expiration of the deduction for qualified education expenses.  
• Updated Earned Income Credit amounts for 2018.  
• Updated tax forms from 2016 to 2017 forms.  
• Revised end of chapter problems for tax law changes. 

 
 

Chapter 9  

 

• Introduction was updated and the learning objectives were consolidated.  
• Revised descriptions of deductions to reflect changes in the Tax Cuts and Jobs Act.  
• Revised descriptions of general limitations on business deductions to reflect changes in the Tax Cuts and Jobs Act.  
• Added text description and example of new business interest limitation.  
• Revised text discussion of limitations on business deductions for meals and entertainment.  
• Revised examples to reflect changes in the Tax Cuts and Jobs Act.  
• Revised examples and text discussion for updated 2018 mileage rates.  
• Added new TIRW to describe application of substantiation rules and the Cohan rule.  
• Deleted discussion and illustration of domestic manufacturing deduction eliminated in the Tax Cuts and Jobs Act.  
• Revised text description, examples, and Exhibit 9-2 to reflect changes in casualty loss deductions in the Tax Cuts and Jobs Act.  
• Revised footnotes and added example of 52-53 week year.  
• Revised text descriptions of cash method, UNICAP, and inventory accounting to reflect changes in the Tax Cuts and Jobs Act.  
• Revised accounting for advanced payments of revenue to reflect accounting method changes in the Tax Cuts and Jobs Act.  
• Revised accounting method changes to reflect new provisions in the Tax Cuts and Jobs Act updated dates in examples.  
• Revised Exhibit 9-6 for changes in solutions due to accounting method changes in the Tax Cuts and Jobs Act.  
• Eliminated discussion questions on domestic manufacturing deduction and added new discussion questions about business 

interest limitation.  
• Revised discussion questions to reflect accounting method changes in the Tax Cuts and Jobs Act.  
• Eliminated problems on domestic manufacturing deduction and added new problems with business interest limitation.  
• Revised problems to reflect accounting method changes in the Tax Cuts and Jobs Act. 

 
 



 
  

Chapter 10  

 

• Modified story line to better apply to changes in tax law.  
• Updated all examples for new purchase price on Teton’s assets.  
• Updated Exhibit 10-2 for Weyerhaueser’s 2016 assets.  
• Updated tax rates for 2018.  
• Updated footnote 2 relating to depreciation allowed or allowable.  
• Added new footnote to explain the opportunity to expense new roofs post TCJA.  
• Added new preface to the depreciation section to explain impact of TCJA and under what conditions MACRS may be relevant.  
• Moved the discussion about mid-quarter convention to new Appendix B.  
• Added discussion to explain changes to qualified improvement property.  
• Revised Example 10-7 (old 10-12) to include depreciation for two years on real property.  
• Revised section on §179 amounts to reflect the larger 2018 amounts post-TCJA.  
• Added footnote relating to definition of qualified real property for purposes of §179.  
• Updated Examples 10-9 through 10-12 (old Examples 10-14 through 10-17) for 2018 §179 amounts.  
• Substantially revised bonus depreciation section to include TCJA changes in percentages and qualified property.  
• Added new Exhibit 10-8 to illustrate Bonus Depreciation Percentages.  
• Added bonus depreciation Example 10-13.  
• Revised listed property discussion to reflect removal of computer equipment as listed property.  
• Updated discussion and Exhibit 10-9 (old 10-8) relating to automobile depreciation limits. 
• Updated examples in listed property section to reflect TCJA changes.  
• Added new discussion about the use of §179 for automobiles.  
• Added new discussion and examples about the interaction of bonus depreciation and the automobile depreciation limitations. 

Includes new discussion of method for calculating depreciation on automobiles after year 1 when 100 percent bonus depreciation 
is taken.  

• Added Taxes in the Real World: Cost Segregation.  
• Updated Exhibit 10-10 (old 10-9) to reflect Teton’s use of bonus depreciation in addition to §179 and MACRS for two years of 

asset acquisitions.  
• Updated tax forms from 2016 to 2017 forms.  
• Added new footnote 64 to describe treatment of R&D costs after 2021.  
• Updated and revised end-of-chapter problems for §179 amounts and bonus depreciation rules post-TCJA. 

 
 

Chapter 11  

 

• Modified story line to better apply to changes in tax law  
• Updated examples for new purchase price on Teton’s assets.  
• Updated Exhibit 11-4 for changes to capital gains threshold amounts.  
• Added discussion about how changes to depreciation from TCJA might affect dispositions.  
• Updated Exhibit 11-6 for changes to Teton’s assets.  
• Modified discussion on like-kind exchanges to reflect application to real property only.  
• Modified Examples 11-15, 11-16, and 11-17 for like-kind exchanges.  
• Updated discussion for involuntary conversion when contrasting qualified property to like-kind exchanges.  
• Updated like-kind exchange EOC problems.  
• Updated tax rates for 2018.  
• Updated tax forms from 2016 to 2017 forms. 

 
 

Chapter 12  

 

• Clarified the discussion in “Rights, Responsibilities, and Legal Arrangements among Owners.”  



 
  

• Added mention of Certificate of Organization as a required filing to create a new LLC in certain states.  
• Updated notes to Exhibit 15-1 to clarify that certain limited partnerships are eligible for IPOs.  
• Replaced data in Taxes in the Real World on Comparing Entities Selected with more recent data from the IRS.  
• Replaced the entire section on Double Taxation with new section on Taxation of Business Entity Income. This section includes 

discussion of how flow-through entity income is taxed under new law and includes discussion on deduction for qualified business 
income and discussion of the self-employment tax for business owners.  

• Revised discussion of how C corporations are taxed. This section includes discussion of the new tax rate for C corporations, the 
revised NOL rules, and the new DRD percentages.  

• Added a section on owner compensation.  
• Added section on deductibility of entity losses to include revised NOL rules for C corporations and the new excess loss limitation 

for noncorporate taxpayers.  
• Updated Taxes in the Real Word: Best Entity Choice for Small Businesses? to reflect findings from a more recent study. Also, 

added information about the number of small businesses filing as partnerships and as S corporations.  
• Revised discussion of Converting to Other Entity Types to reflect changes in the tax law and reasons why owners may wish to 

convert, given the new law.  
• Revised the final discussion in the storyline. The taxpayer now chooses a C corporation rather than a partnership form for tax 

purposes.  
• Revised Ethics discussion to include a situation where owner is potentially paying himself too little compensation.  
• Changed or revised approximately 25 percent of the end of chapter problems. 

 
 

Chapter 13  

 

• Streamlined wording in Learning Objectives 13-4 and 13-5.  
• Changed marginal tax rates in storyline to reflect tax rate brackets effective for 2018.  
• Updated footnote 1 to reflect the 2017 OASDI Trustees report.  
• Updated inflation adjusted limits for defined benefit plans, defined contribution plans, and individually managed plans.  
• Updated Exhibit 13-6 to reflect the most recent proxy statement for Coca-Cola Company.  
• Revised discussion of employer issues for deferred compensation to indicate that employers can no longer use deferred 

compensation to circumvent the $1,000,000 compensation deduction limitation under §162(m).  
• Removed old discussion question 31 dealing with deferred compensation and the §162(m) limitation.  
• Revised discussion in IRA section to use modified AGI rather than AGI when describing deduction and contribution limitations.  
• Updated flowcharts in appendices to reflect modified AGI rather than AGI when describing IRA deduction and contribution 

limitations.  
• Updated modified AGI phase-out thresholds for deductible contributions to traditional IRAs and contributions to Roth IRAs.  
• Added discussion question comparing modified AGI and AGI.  
• Edited marginal tax rates in problems to reflect tax rate schedule under new tax law.  
• Modified Taxes in the Real World relating to Roth and traditional retirement savings vehicles to ask how new tax laws might 

affect this choice for taxpayers.  
• Updated calculations for limits on self-employed retirement accounts to reflect updated 2018 social security wage base 

limitation.  
• Updated Saver’s credit information for 2018.  
• Added an explanation requirement to Discussion Question 8. 

 
 

Chapter 14  

 

• Streamlined Learning Objectives 14-2, 14-5, and 14-6.  
• Revised LO 14-3 to emphasize home mortgage interest deduction.  
• Revised storyline summary information to reflect higher income for taxpayers and new marginal tax rate consistent with 2018 

tax rate brackets.  
• Streamlined introductory paragraph to the chapter. 



 
  

• Revised Exhibit 14-1 to eliminate deduction for home mortgage insurance and to eliminate exclusion for forgiveness of debt on 
home mortgage foreclosure because these items have not been extended to 2017 or 2018 (as of press time).  

• Moved discussion of deduction of home mortgage insurance and exclusion for forgiveness of debt on home mortgage to a 
footnote.  

• Included explanation of leverage in second paragraph in Personal Use of the Home section.  
• Retitled section on Interest Expense on Home-Related Debt to Home Mortgage Interest Deduction and revised discussion in 

first paragraph to reflect recent tax law changes affecting mortgage interest deductions.  
• Revised discussion of home mortgage interest to reflect new limitation on acquisition indebtedness and to reflect the fact that 

interest on home equity indebtedness is no longer deductible.  
• Removed detailed discussion of determining limitation on deductibility of interest when qualifying debt exceeds the limitation.  
• Revised Taxes in the Real World on home interest deductions to reflect the changes in limits to acquisition indebtedness and the 

elimination of interest deduction for home equity indebtedness.  
• Added explanation of refinancing in Points section.  
• Revised discussion on real property taxes to reflect $10,000 limitation on the itemized deduction for taxes, including examples 

and problems.  
• Added new Taxes in the Real World emphasizing Airbnb.  
• Revised discussion of the IRS method and the Tax Court method to reflect the circumstances in which each is more favorable 

given the new tax law.  
• Clarified discussion about home office expense requirements.  
• Revised discussion about home office expenses to indicate that employees can no longer claim the deduction.  
• Revised Appendix B to reflect the $10,000 limit on the itemized deduction for taxes.  
• Updated tax forms from 2016 to 2017.  
• Updated settlement statement in Appendix A to reflect 2018 information.  
• Removed five discussion questions/problems that are no longer relevant given new tax law.  
• Revised/added 17 discussion questions/problems to reflect new tax law. 

 
 

Chapter 15 

 

• Updated the discussion of self-employment income from partnerships to include the impact of recent case law.  
• Revised the opening storyline of the chapter. The chapter assumes the taxpayer chooses to operate the business as a partnership 

for tax purposes.  
• Added discussion on the new rule dealing with the availability of the cash method of accounting for partnerships.  
• Added discussion on the new limitation on business interest deductions in the partnerships setting.  
• Added discussion on new deduction for qualified business income.  
• Added discussion on new excess business loss limitation and how it interacts with other loss limitation rules.  
• Updated tax forms from 2016 to 2017 forms.  
• Added material related to how the passive activity loss rules apply to publicly traded partnerships.  
• Revised four problems to reflect changes in the Tax Cut and Jobs Act. 

 
 

Chapter 16 

 

• Clarified the approach for making a §754 election.  
• Revised the definition of substantial built-in loss to reflect changes in the Tax Cut and Jobs Act. 

 

Chapter 17 

 

• Revised discussion of debt basis rules.  
• Added discussion of 30 percent of taxable income limitation on the deduction for business interest expense under new tax law.  



 
  

• Added discussion of deduction for qualified business income under new tax law.  
• Added discussion of excess business loss limitation under new tax law.  
• Added discussion of new PTTP distributions for eligible terminated S corporations under new tax law.  
• Updated Social Security Tax wage base for 2018.  
• Updated tax forms from 2016 to 2017 forms.  
• Revised end of chapter problems for tax law changes. 

 


