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ST

_I._._._ abandoun Mut.

2? Lease

cap-doss.
a, Ordy !b... No limit
c. No offret
d . No re captie .

__Evout und

$7

!!

spundir

3.....abandunt. also writer offpreleasi
explu ..

4. Imputed ine.

Lease aegu..is hi_t of tutul...
Sta. Maria sale $2.47B..

better than a

1

1

adjacent dev
tec'k

info._ -_to dwill.next tract._

Zree riding gain from..; from new

Tendency to hold& wait.
Diversifion King Rauchivusition...



1
1

6. Cost deplu...

basis for deprecy .

B

Bouns ; explu & • headto
allow to leave.

Now sell establish new

i

resuiver

2

Accel deply by low Falling
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Ec. 132
Tues, May

#I."Finish land treatment.
#

A. Influ. and value of definal.
adecuintage of defend

H
H

Ħ
·tt. B. Pictorial diff.. of neutral tue & actual tue,
-·||

#

L

1:30 Fri: M. Foug
26, 1981

t
#

#

#
C. Deferral of rux after sale

Resid

Bauteur

Installment sale.

is highn at higher in

rent into cap. gem .

[ /+ *(1 -x)]"till

income

Profit particion , all prut.

Uncherstate interest: inflate price.
Correaby land control.

punicipal

tondeumnation. Sain difered ifyou invest in

# until principal is recoverend.

like propły
D. Defer

n

from Mand use.

1

ene on

1



H

#

## 1 =
-||
-||

H

-|
--||
##

1. Timber. LE
Defermed rent is.
Favors timber over

a

defenced vent

(1+i)" = (

sheep.

2



-H..Dice Chap. 10. Concept of luc.Que

H

H

1]

H

4
regunts
1.

H

#

Uniformity ... Horiz. equity.
2. Vertical inequity (this may came
3 , Elastic

4. Enforceable.
(other camour ?

(How about effic.)
imff.)

Incentives. Neutrality. No excess burden

Adequary.Raise rev

4 cap fruster.
4 cap."une" (T)
s land use

A

Equity re productivity.(combinesw.proqusivity ifpouble.)
Certaunty

etc.
Benefits mid: Resoup for rubrity, printere, seedmoney, its
ability to pay

Sumptuary
Sunogate forpricing,for uur Maye
Tax Ag cost indier to subsid. clerig cost

Cheap to administer

Objective

acceptable )
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229

230-33

H

It
H

#
It
H

F

H

#
Hi

H

Simous def.ofme.
Imputed :
Accrued

In kind

Inc.

-2

pust

me.. = c + aW

Houreworks

Do it quelf

Communes, pools
Religious
Muni cunemties

Gifts not inc.
loopholeIus. proceeds not taxed a

anmuition. Divided in 2, basedon life expect.
ruxed,

Cap. gairis

Land luc.
Timber lue, in

Schultze paper
Bleckerbing paper



Herber on

1. Def. of Inc.
||
#f

3.

2.

for mutue. I labor)
1.Both are

than on

pusonal inc. Fax.

if done on

Heng
timons

(Classical ecsts., wages were not inc., but

m propty. inc. more

system doen.
Even might include in hentame (but not

family basis.)

b. The law

a .

b.

Steps in calculating
Go then 1040

complex
Exclusions, ++44p. 153

Mgul.
Exclusions

VI,

formus on

Ave. rates.

5th bond int. Soodl U.S.
inc. ( now $75k)"20 000 fm.

c..6 % of realized cap. garins.

No tue on

of wichting

(Deferral of oux. Mow benefit by e.g.
on unrealized

1

Step -up at deach



Revid. deferral

Kinds of propty qualifying:
att r.e. appreciatingoil, minah
timber, 1944

stocks Internation of profic results.
4. Psul deductions

deferal etc.

Go thon Schud.A

5. Family status.
not others.

b. The credit..

¿

...

Tax on mariage ? For some,
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It
||

Depreciation

Not in Huber.

a. Importance
Exxpering is exemption

b. Dinable K depreciates the way
is amortized

PV = 1

APV

1

I™" ( I - 1)

- I ·(n -1)

sepan,puth

Denn.,

a

I`` ( i) = I '"

-(^ -^)I

current

loan

3

I n



de

i

c. whittling away

T

equity.
retuins.

1. changing packs
a. SL

b. DAB

2. Shortening lives Lust real lives)
3, ITC

15

Forces people

out of liquid

this bud ?

1. Discrim . against in depositors, lenders.
to lend less, bomow more : "into equiries,
.assets.
Compled

at

1. Forces

depreen.

Anbirrage .

bius for equities.
inflationary, self-reinforening, feedback.

up

inflation created extremeWi

But this in turn is

i... ; faces down retuus on

équalizes afterMkt. tux

a false3. "Enconages risk- taking".
There is excessive risk , too ( Dove look care;

100,vou farmers, going bankrupt; etc
advantage.



4. Encourager real ning investment. Land not
Raise rate

(include oil)

depreciable, J. R. Commons.
Trrunt. If land income

15_



+

#
#

#

Public Fuce

#

#

Cos. w.
theam to winne

# ‡‡
#

+

uers

involves leasing.
A
B

10/4/81.

unused ITC's

ITC

needs new airplanes
tax credit.

Recaptime is a
lett le action so

#govegone into
out of it:

La Times

can

A borrows on B's credit.
B assumes town, pays interest, gets airplanes

A lenses airplanes from B. pays rent.
B get the credit, t_acc. dépreen

gets carte tequiappe
A = PV of TC + din.

now sell

complex risk, muresolved. Here,
far!

Tsy officials who worked this out have
into brokering & consulting to make of

t
Ernect Christian, pr.
Craule Walker
Fred Hickman
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Wed. Öct &t
4₁. 211Eli

Lig, value & uw, value.

Grossi

x = ( 1+i) ( 1 - x) 4.-1

Net

15

Automatic plowback.

Taking tmuru .

b
Table, pl183

Next uss. Forut Tax, TYPIS.

vat, too

1.08
M

± ·1.08m

= M
1,08 +

Þ

=



i

Adjustment "outkoproxy "

1ZRui

E =0

— Ras + t

1

F

Expensing,
1.189

Expensing clims. Fux Chut not on

p. 190. Faults of expensing ,
Neutral tux, M.

193-9.4

lande)

N

1



Ad. 226

My2 -28

Tax Planning & Avoidance. (14c. Tux)

Topics

0. Luc. Tax, catchword of the retiring generation. Willgraduallyyield,to
cous, & wealth taxes.1. TISTOL

2.
3. Exempt income.

Interstate sharing.

FF

Do- it- yourself
Immputed . Put.prop; public prop.

Ais gratia artes. Enjoyable work
Housewife work
Cuine

Welfare

Un realized gains
Muni, bonds

Enormous bias

Expense acets.
7'arm food & fun .. hunting,swimming,riding,fisting.
Life ms.



4. Inflated & accel. deductions.

no deplu
Aur. deprem

H

#

ĦIF

#

it

±±

(Query:

-2

Benchmark depream, from PV curvesh
DB , DDB , It DB

syd

how
many

ITC

Expenning

wd. like to learn math ofthis?)

Earmarking variation ..
R&D

" Intangibles "
Advertising.

Russell Lory & oil. Canada.



i

5. Defer in. (or recognition)Con

H
Extend edu.
Durable K

Appreiz land
Growth stocks

TE

1

- 3

2+

Corps, defer realizu.

H

6. Is_saig discouraged ?
Not rationally.||
D&F

tuxed much less

K turnover is discouraged.

#

the repatriated inc;
Instalment sale

(If you loaned, I took fullprica, tuxable)

Have to save. to join thegame.
bemay rav's less attractive, bes. inc. of sav. Fixed. But it may

8. Taxes have sub. effects, altho wealth effect .
Head Fux not neutral



9.

-H

H.

H

H =

C
Corps. w/o progressive rater, wash

I variable & uncertain nic.)
It

#
41

Avoid variable inc.
Avoid uncertain inc.

applications

-4

Risk " is not necly good.
Innovation

may

lug..

(2 aspects of "risk")

1

are vehiclefor

be good. But R&D is expensable,



11. JAN.

13.

T

Ec. 211 ,
TISTOC

Importance
realizu,

1

-tance of advancing deductions & defennig

10-10-84

1.04

( 1+ r) " = ( 1+₁) " ( 1-4).

x = ( 1+i) (1-2).

["

# " ( ( ~ E)

cf. growth of wealth

1,0850./£/
s

-1

F

1



Pub, Fuce

A Corp. income in hunned Reports is in
call basis, (t :: mis leading.)part on||part

Depreun is deducted; but appres
added.

OK, old hat.I in that year,
But corps. do sell laud, too,

apprecu, is
realized in call all is reported as "Income.

when accrued

Me conservative saw is i

apprecu. is not

undustates deprecu.
omnits (or defund appreen !, which

greater

Bank's do funny things
Mey

that influ
They ignore that it

ber
may

loaut ".
resort út as incomeit
recognized, whenwyer accrued.

w.
non-performning

add theist. to the debt, and
1

Aftu 90 day, they
at non

In this case, accrual is

but legal limit is odays.90

eue
supposed to reclassify loanstraus

performning ! Not clear of that affects
past unpaid mit , or only futme
Seig Regan sevms to say that part o`dure mit is
then removed from earnings.



check

check

E.g. #3 of int.int. accrual is CWIP

Yous report int. on CWIP us

cullent incomse, bes. it goes into their rate base.
the case where

I" -1 i + 1 =xi

+

I"

: ["tÎ = ['̂-!_FCE² = ['((4) -1

140. is [ "-1

New outside cap is I
{ is [ "

Utility calls (I"-1) income. Sit's up fund
reserve for tuces accrued. Passer thru.
the money, plows back.

No
pay

23

Freas. until plant goes on line.

I

"But keeps

atl



Mon., Fek, 4
2

Ć Bequir
Bequr on

Full tunge lave

on p

Distrib article.
Land Tax

1.

2.

is written off by mnisallocating bans.
One this is clove, the benefic is forem

appreciation tax is defined.
Perpetual Apprem. model

=-g

Si= 1 + Sq

S =

ordinary income,

S₁ -So
Itq
i -g irg

Shows Sg treated as

21.00

J

1 3

Sog



TTLand Inc.

a Covent write

21

t,

b. Exemptions

1
1. Imputed income. Golf course, vacation home, duck clube,

put. beach, slip, ski lodge, horse farms , travel time,
in realized apprem. Maybe forever.

leasing
Step-up.

they just hold.

off

4. Bequest

Buy in advance of need ; or possible need; or

3. Cap. guins at cleath.cleuth. Step

r=

on realized appuen .
you

Li Cap. gains on gains.di

a ( 1-4 )

P ( l - pt)

5. Cap. gain of exempt owner . Chuchu, RCC.
. Stanford. LLU . Cal Baptist. Mormon Tract, Van Burun Ave.

chinch; UCR; Puutaçon, MUFB ;
Definal

1.e , when

ull for hi puce .

do sell tax ham bu defened ,

• ther holding costs.
befural beyond date of sale

Residens

p. 46441

Corps. never die, so

v. ordinary iffer for ist.I twee,

Barter for like pop. ~c.g. sgv utrus.
Iutallment s'ale .

2

Face buyn at low ivor,

f any



Prorating principal + int., instead of whing formula.
Profit partion, by seller
Condummation

Sell option ;f. Sefer neux by land was.
Timber, etc.

Cut, throat

1

t

1

||

some are

Expense
gelowighst. starting new branches,losses whes appropriating, e.g. wtr.

f by
Taking early loves to establish.It.
Sell slow to tome up total holdning; Chevron; Irvine

Is inc. tax becoming a pure next tim ? No, but
has that potential.it

hear about loopholes, recumbu,When you
more functional than othen.

Strange bedfellows

Ture, Nam. 'Hermiss, etc,1

of use

Chicago School,
Keyneriam, except it.

tux expl.

Bia's for defined cash; slow
Expensing is of

no value.re

3

Allyw.

payout.
working cap ; class lives,etc.



-+

1

1

We lower I on cap, for 2
1. Encourage AK.

the K.

purposes
But we cause misure

2. Encourage flour of in.
turnover.

But we slow down

į

of

Y



Fri

Points to check

1. Unempl. comp . Fully tuxuble, beginnnig 1989.
But Welfare benefits not.

2. ss points inte "benefits " ( not just puuts ) = x.x
='x - 32ks + AGI is tucablei

3, Pensions. Untaxed puut get's taxed. Sain from defined.
But Texable peut keen earning int., that you is taxable.

comunities. Partly tackable.4;

5. Vets burefits . Not disability.. But mil. retirement pay

6. luturcorp, dividends

1. Timber, cost depilu. method

8. Bonuses

P-nuts

9. Corp. Fux rate 4690. © 1987.

10.; Country clubs

il Holdużą pdl. for cap. quins

Stute tuxu, of inc. from out

I

6 mos

12!

13.1 Divs. from mutual funds ? It's "mutual ins.co.
dividends that reduce premiums you pd!"

from out of state



14. Scholarship - expenses

65. Exclusion of inc. earned while abroad .
It is mostly to benefit

You love FTC.
|| those who visit low- bux countries

Rusts, rofalties:
Schied, EFri 16.

expenses other than tuition

11

see
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1

1

vnú

C

(Vº

INTEM.

e.

17

E

Herber 1.159 ; 118 : 180

(7 ~ 1) ₁ (++ 7) = 2/17

u lu(ltr) = 4lu((ti) +a

1= 4

(7- ))my + (27))myñ =

î nirâi . ±
nr

d. ( 1+r)" = (1+i)"||(1 +i)² (1-2) + t

1 + 25

show on

ť

|tr =_| ti - t -tite
x = i- ti = i(1-1)

-n

graph

60
1.092⁰ (10.5)

..4.0.36625

t negligible

:

19

}

-0.

1

1

~

"



fi

+|

1:

imputed úr.
lu come

Jum

mI -1



Wed ,

l. luc nanow or broad based ?

Narrow $ for Mopty
Broad for

propty.
to

Fri, Pube, Face

Wed, 3

11

Į
2. Ability to pay

Liquidity .
lý came
Wealth

F

wages.

Sovereiguty (juurisdiction)
Nulle time saus seignem .

Base nate, theable went ... + situ

Poll tux

Wid. 5. Stability

## 6!!

Sales, payroll. Intangible prop. Realized cap.guines
Inc. tux

Prop ; death duties; xifr;

E.g. of Cal. Fue on oil transit
Phop, Fax, no ambiguity.ambiguity . (minor onen )
Inc. tux, complex

Unitary fax, would inc.
subes the subsidize exports .
Sev. tux , Commyce Clanse

Maggie
Thatcher.

1.! Elasticity.

I

lucome - semitivity

Use tax .



Wed 8 . With holduts

9. Imputed inc. (ime, in kuid)
Tux credit

i

10

Oil credits

luternaliquis profiti

Amortigu - Means total.
11.

Wed 12,
non-mit. portion.

Wed. 13. Specifica

puut.

}

(1
! Cap, recov," is

2



af!- a f.

2)

Review Mon

||.

~

-r
~

ī

lut - Pi = a[1- I-"]

why not deduct cous. debt?

3) || How is imputed inc. fuced

Iti
6- (1+i)=4

(!ti) "L

4
it Refunds of state taxes,

I

a. I
iti - l
1



1

Care fort
Resolved:

spate in

+

Mon., Mar, 10Ec. 132 .

Umineral Expensing, ~y Reffrey, Pretty Strong!by

inte

+
+

U.S. worker.
Sources:

+

advantage. Jackson the flow ofIncrease

We std. let all investment

capital be expensed.

a

+
f

new

iM. from overseas

unts inside U.S.

U, S. multi- nats., etc.

This means, limit the benefir.

ii.. Fouiquen.

burefit your only
jobs for

new in living.

tove object, but mainly to
fu land purchase, bes of its political aspects. This

to

U.E.
tlme who acti

workers by.

to

actively create
new mit. in U.S.

Abs , Md, exclude purchase of1

This adiumistrotratuelyimported machines. geto
complex, but is better than the alt.



+
+ livestock.

|

overtlar,

I

wants

b.

to

U.S. money
that would have

c. Accelerated recovery of existing K.

i. S.r.
KHAM

d. "Fund : Inventories, timber.

Holding costs rise, te imputed int. Owner
hin out.cap.get

B. Depuciating capt

bes, depress. w.

gove

Recovery is harder to accelerate

But milking is possible, by:time.
neglecting mutie.
using harder

also positive externalition forat
rymay from replacing old put. Hilgs will

squeeze more value frommore value from neighboring Helys, I the
public infrastructure.



!

+

++

++

existing law, E.g. no multiple clepreen..
Raire r

ü,

+

5. of all K recycler

Lir.
all K will recycle facter, ber:

Remove intentimpord bias of

d. New K

:.. Imported K stayp here & recycles.

ii. New raving

saving

some are not sure if si camer new

but it does, by loweringlowinning value of old

assic esply. lanud.
û

after taxest
Every site & "quasi- rite"needed for new in

This liv. will arrive soon, bes.
eu yr.

3

2. Absolutely uniform, anory hinch of in.
both to + unuii.

Apply

Quasi-rite" is floor space, etc.

3

corp



6. special problem for imus. luting less thana

Cany furd w. mouchly interest.
Sperial problem for investon w/o outside income,

+ Carry find. w. int.

+

+

+

year,

+

(.

3a

i

1



++

+
+
+

wiscon
His advantages are either a) Are to

·ceptions , or b) solvable,

Į

+

a

1. Make teve regressive help the rich ?
Partly imaginary, but mortly solvable.

!stay same

Multiple deprem
Deduction of int. &

b. Raise the rate, soso

Thus, becomes a
all

cap, requiver land so
+Still Fuc sawe

Remove all other prefs for propty.
Cap guinsI Ti

+. diff. way.+ not the

enou t

sleepy.
2. Displace labor ?

allegation based on

inc

tux on pure
no one is exempt.

a..income, just do so in
Reward the enterprising,

prop taxes.
yield frompropty. in...

4

landincome.

profound misunderstand.
ing of relation of K to labor; plus implicio

that we neglected
s.v. ints., inventorien.assmu,



1

1
4.

++

i

Thereis (almost) no hining laber w/o int.
New proporal is better than now vermore

+ present biases to long life, I. intensiveness.

...

F

1

-f Also, A total K stock, thus the
yearly flow of inst. for replant.

5
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1

Praf that = when n = ∞s

(ler)"= ( ini) " (1-0) HE

Itr-~{[LIM "LIVE) NE]* >[LIA) "(1-2)]}
n = ∞0₁ and 1 +x = [( 1 +i)"( ( -+)]*= (1 +i)(1-4)=00

Iti
If

| tx = ( 1 +i) (1 - x)
v = ľ

But ( )
, ! rii



Fri., Feb.I

!! show how expenning means

PIPO

+

U.

B. Ammunity - full salvage

a.

tax = 0

( 1 +r)"= (1 +i) " (1-2) + *((++)"

( 1++)"(1- x) = (1+i) ^( 1-E)
v = i

0



I. Pipo
A. Lield Tux

Rm
=(Iti)

((+r)" - Rm (1-5)

(7-1 ) 2 (² + 1) = m (++ ))

M

if

Xxx = (1 +i) (1-2) ™ -1

Yf

m = 1

1

m = 00

st

(1+i)((-E).-1

rco if t >

? = 1- ² + 1

* = (47)

RALL.- E.).

Iti

i(1-x) =
i -it - t

= i = t(i + 1)

-E



1

B. Inc. Tax

+
!

+

M

(1+r)"= (1+i)""(1-2) + =

•[[/+is" (1-1) ++] = -1

R -R (1-1) TE

R(I-E)

But this is mustable. Invectors will & want

so they stift out of short, Itsame R in will user.
into long, until rates are equalized.

Z
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I.

Thats 4-26-84
Ec, 132

1

Finish treatment of land nicome ; clarify fuzzy
point..

b. ii.
to holders who never sell.)

a.
I

Exemption of unrealized apprecu.

self-fulfiMing proplung.

MayinBuy in advance.
This is what makes nikt, sticky, too.

own
Every firm requires
assumer nikt, will be to sticky the to let them
buy in the when they need it.
This indl land wikt. in Miler is clogged up

open...unkt.

like Irvine ,

(This refers

reserve for future expension, bes, each

trattori ficástévé (lephen, allowance).
same w. vertical with. with oil reserver;

b. Hold for decades, then use lease,

c . Oil tc. mineral holders who hold for a
rise, then produce and take deplu, allowance based on

appreed value.



I

6.I. Exempt holden. Cemeteries!

c) Defenal of rux on redized apprecu.
(Refers to ou holder who do "sell.)
This too maker land wikt. Sticky &

effect defen sale.
1.10 119

1.20 " 1 = 9100 /2 =2

(Unlikely ? Case of Apple Valley)
/2 = 4550

Locked-in

f) seferral of income from land use

:) sacrificing early rents for later rents.
~Toming up p.u.d.

Staring up nexts in Frees

ii) Taking early losses to establish position
E.g. a water right

u
${ zouing groundfather hond. Gas Station

rush of 1960s.. The importance of binig

40 % of retent lund in gas station sites .
a unisance."

Į


