TAX RESEARCH FOR A LABOR UNION
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Case Objectives and Use

Through the use of this case, the student should be able to:

1. Perform basic tax research using the web on the taxability of distributions to recipients.

2. Characterize union dues as non-reimbursed employee expenses.

3. Perform basic tax research on the IRS reporting requirements of the organization on the distribution of funds.

4. Interpret and apply tax instructions and gain an understating of the agency relationship concept.

5. Write an opinion letter about a tax position.

6. Exercise judgment on matters without clear answers.

These specific learning objectives introduce students to web research on IRS matters and the use of an opinion letter.  The target courses for this case are:

1. Personal taxation and corporate (entity) accounting, typically called Tax I and II.

2. Not-for-profit management courses and seminars designed for volunteer officers and directors.   

Case Synopsis
A union liquidates and the remaining monies in the union’s treasury must be distributed.  When distributed, are the distributions taxable income to recipients? To whom, in whole or in part are any distribution taxable?  This problem faces the president of a faculty union.  The President reaches out to an old friend and CPA for an opinion concerning how to report, if at all, any distributions to the Internal Revenue Service.  Layers of other tax reporting issues are unraveled. Concerns about the lack of tax reporting by the union are uncovered.  This situation may involve penalties.  How can the accountant best service an old friend while still doing a professional job?

Research into the taxability of the distribution leads the CPA into considering the need of the union to file informational tax returns to the IRS.   The union has not ever filed these returns.  The IRS may impose significant penalties for lack of filing.  The CPA must make judgments on both the taxability of the distributed money and the need of the union to file informational returns with the IRS.
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