unn 4

Nﬁﬂsﬂ’lﬁ‘ﬁE]\‘iﬂ‘léﬂﬁ‘l’iaﬂLﬁENﬂ"I‘t?)‘UENUS“’WIﬂﬁWiﬁE]L&Jiﬂ']LLa wanmsfnmamam
VlNLﬁiﬁgﬂ% (Economic Substance Doctrine)

vanenenssuiiiiun ansgeusméildgydonelfanmdtuldvaneiudiy
wivmeaan$ouilownannsdifidendliiainmlunsnusunidiiedunumenSsiifian
Tnenisadgsnssudusmadnsmen Sliidnvaasuiunuieulalasmadauazaonados
ﬂUmsﬁimmlﬂ‘uawmmmmmang‘wmEwmnamﬂumuuwawﬂun’ﬁmLuuﬁinﬁmmmaa
¥ g3 awmaﬁwummeuqsanssmuniwmwmaﬁsmsmLLaymmmmwaumnw
wsamwlﬂnmﬂuwﬂaumLﬂuqinsimmlmumssam‘umaLtwmmﬂgLaﬁimﬂmwanwa”nLUu
gsnssuiteideand ve Sham Transaction vidiiiededulfmanazassmnstousulunadng
man@ffidunddeans Tegsnsaudandnenannifugsnssudesadeiinnudenndosiu
ulsueisviaanusuaivesassnsalunsdydingrunenididug aaanigaielissuy
nguuneaiaUszndldldndnnisinuuuulinsenianuiisnysiievaudnnisiie
JoafunisidsesnSludnvaei v3ofisdnfuluu “smsnstiosiunisdeandmily” vie
General Anti-Avoidance Rule (“GAAR”) 11¢8 Sham Transaction Doctrine ifielifassnans
wazealdidundninaisilunisdnduingsnssuifinmiedy Sham Transaction wielsl uagly
s1unlumsufiasnadninienSiiinangsnssudinagy dslunaidenintslisham
Transaction Doctrine  faléadns Doctrine Buq ity wé’nmsiw’haLﬁame‘hﬁzgniwgﬂuw
(Substance over form doctrine) , #dNA1591928 Step transaction doctrine , AaNANTINAE
Taqusvasiniegsnia (Business purpose doctrine) 5amfis wénmisideiiomimaasugha
(Economic Substance Doctrine) Lio#R915041 Sham  Transaction wé’ﬂms’j'}é\"amﬁamma
\Sw§N3a (Economic  Substance  Doctrine) naLUwaﬂmsqui andnnuay E‘I'lﬂiU'Vlaﬂ
unseigmiindgadunguanelud 2010 ieRnsauasitadeimadndmen@iiasn
gInssuResasdunslasunissensuanigvioulas

" Hariton, David P., “Sorting Out the Tangle of Economic Substance,” Tax Lawyer 52, 2
(1999): 1
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‘luwﬁ%ﬂénﬁammms{]mh”umiLﬁaqm@uwﬁ"ﬂﬂluﬂizmﬂaﬁﬁam%m lny
TuduusnaznanfiandnmsivhenstestumsidesniSiiuld (Federal income tax) %eq
awigowim 19w Sham Transaction Doctrine  Wwaw wdnn1sdu 9 angld  Sham
Transaction Doctrine uasdufiassaynanfmdnmyiveiommassugia

4.1 Sham Transaction Doctrine

Sham Transaction Doctrine iJundnnsiintuiietasd 1930 wewdeifionss
vogsnssudesasdy WunsdiiasdoididonSaimadwsnienslnedenisnssvimie uilu
anuderiantelsiimsnsgviiuinty viefidonEnereuvaenlsiddudelusadamsii
iy Aons X wnutenfufans Y muanudusie Sham Transaction Doctrine
Jdlfifensrnaeutoisaivimsnssimiegansnilafstusiuasilfifntuess

fedreanildgnlddradelunisinduaiuiniianainisfio afl Goldstein  v.
Commissioner’

Wus1eTa USD $140,218.75 910 Irish Sweepstakes

A 4

: T usDs 945,000
Goldstein |, = v First National Bank of Jersey city
‘ T AE— Royal state Bank of New York
HABNLUYAIIUUN
& USD$81,396.61
Y

4

ﬁ;?L'fmﬂé’mmgg (US. Treasury noteds) USD $ 1,000,000

TOLN9934
(1) Goldstein l@5us19%a 140,218.75 maudrsan3gain rish Sweepstakes 3

mﬂﬁwmlﬁam@ﬁwm%ﬁaaLﬁamﬁluﬁmwﬁqa AANU Goldstein 39N9MHNUARNNTEATBLIAY
asralgIneusennaanidey

? Goldstein v. Commissioner 364 F.2d 734 (1966)



78

(2)  Goldstein %’aﬁzﬁﬁuﬂé’daﬂ%’g (US. Treasury notes) 1 drunsuasansy g
THdudansuasludiuauiu 945000 neadrdansy uazdrenenidearmindusauty
81,396.61 Aoad15aniy

(3) Goldstein  Huuvuudnssensifiodon® Tngldseienenitedimin
Tk 81396 61 moaa1sansy Wuswiean 26 USC. §163 (a) waUszanaiugng
anszl 1954°

(@ asswinsanssufiasiedneding1n Taudns AR Knetsch v. United States:
imamﬁmhaﬁmnaS”wq%w,ﬁai’mﬂsvaqﬁl,?{mn1@1u’mmmLﬂuﬁiﬂﬁdwmqm@lﬁ *ﬁaﬁtﬂulﬂ
A% Sham Transaction Doctrine snumdnnistvinliiudoifiaaseiia ﬁinisumwauwa
osmsaduaildieussnnsend ool dumldiomansithy

5) Tuduil Goldstein $14 ﬁinﬁsmaammmnmwmﬂﬁ Knetsch v. United
States 1ii9991n MmN Knetsch Nmummsmuuuﬂ surAsldatnsadanswddula quas
Knetsch Téan fedu Knetsch fu\ﬂ,uumnmam LLmluﬂmumns%wmuwnsmu’lummuﬂaq
SUATANLNTAEANINGDY 9 vewnuty Ty LWEJU’]ZJ’]‘H’HSWJN?JQ Fratiy nMafRuresnuIaiy
recourse loan waziun1snszvihwesmuiinudes

ATINNEYRIMARNS INaNSFRISNT Lum 2

maUgLaﬁswmamanmsmaa Goldstein ‘[mﬂmmcﬂwammawumsnamumnasw
FuiiioadresedreUssianaenide ety iiensidsangiinty Snmindauves
Goldstein mlmummmmmﬂamm'xuummamﬂm LuaamnmLauﬂaammﬁmat,ﬂuanwulw
audsnmsaaiatiseni wazvniilenaagung mmLammnmaﬂlumamamwaawuaa
Goldstein muu‘luﬂﬂu ﬁNiJ“UEJLVIR]i]iQhJLWlﬂm\'}mﬂﬂﬂ Knetsch v United States

amalsnmu‘lunamam nMsfuvdeiiaadeiiiniuann Sham Transaction 1y
Sosiisnunniu muumamlmaswmanmsmmaLuamammmwsULwU (Substance over
form Doctrine) Lwa’memuaaawaawamamu‘[ﬂawmsmmnLuammmwﬂLL*UUV]
wLaamwaswwuLwaamnﬂsvaaﬂmqmw

* 26 US.C.§163 (a) wisdszanadu)invansgl 1954 Yyaii ¢ mamusmmuaamﬂmsnau
aunsadufofusieinelulnge”
*Knetsch v. United States, 364 U.S. 361 (1960)
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4.1.1 wé’nms';"lé’wgﬁamé'lﬁ’wun’hgﬂLLUU (Substance  over  form

doctrine)
wé’nmsdwﬁwLﬁamﬁﬂﬁ’mniwgmwu (Substance over form doctrine)
LﬂuﬁnwﬁqmmmslﬁamﬁaLﬁﬂﬁwaaﬁsnssuﬁmadé’a Tnemdaifiadenniomiiuiaies
s3nssu WesnnmsenSesfinnsananifen (Substance) wasgInIsa flg3uuuy (Form)
psgsnssuiiidemiaistudiolimauazasmnsdeifionadnimamefigoms nsimun
msumwmnwanmsﬁimaﬂnmmamwmsmLﬁammuﬁﬂwmwéamszmqmsﬁw (commercial

substance)
Lfiaamnm’mﬁwﬁ’tywawé’ﬂmsﬁagjﬁmsﬁmsmmszmﬁmmﬁam
YBIPINTTU  ANALATATININTD O NBIINANWOL/@155MIn15A M5 05353 Houn1InsAves
§3N55% (commercial ~ sense) LﬁammLﬁamﬁuﬁﬁﬁwaqmﬂﬁu gNEIBEINTY NITUNY
niwdAulunammnimaeain ?z'fa"l,ajaamﬂé’aqﬁUﬁssmﬁwUﬁﬁ’amamiﬁw) ATALAZATINING
m%‘lwanmsmmaLuammﬂam'mﬂqumwmsmmammmsa WAZVINFURUUYRIGINTTU
(MsEnInedu) Lmﬂm\ﬁ]’mLUEJWWILLW\]N‘UG\?ﬁiﬂiS&J asiwmsvauﬂgLaﬁwaammmwmﬂm
mnmsmsmwaau’luswmmmwmmmamLLazmwu@msumwmmuammu,msa wiausu

'swmmaﬁﬁmiwmmmawhﬁuswmmmmﬁmﬂugmm@ﬁgﬂﬁm

fret1enidildgnlddredalunisdnduniuiniignafindaie

Commissioner v. Court Holding o’

1A 59a195 UL/ TUNOUNITIDTT)

Court Holding Co. R :ﬁa
' o &
LIV BIDUNDYRUY
[2al2b]
FULUUAYYITaTNTUADIUAUNIT
Court Holding Co. sj??a

0 lausestandudiudu

uunkiony .
A ® lauvwarasiuldou
Hhavu. WRENUTUABULRTN
(Millers)

® Commissioner v. Court Holding Co. - 324 U.S. 331 (1945)
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SRR REN

(1) Court Holding Co. mmuaumiaﬂamnaawaqmu‘lumsma
mmsmLﬂumwaauwawswﬂmnma

(2) Court Holdmg Co. ?Jwa'tm‘ﬂﬂamiﬂiﬁl,tﬂwa Court Holding
CospadunBanualinnyulusnsiigs muunaumsmum‘luamm Court Holding Co. 34
amanmiaamaﬂuamm LLav‘[aummﬂmm Millers mLUuNnaquﬂa’lfaiULmumsmvm‘lmu
mmmuwamaﬂmﬁaamm uay Millers 1ﬂmammﬂaumammﬂwLtnwaﬂumEnnuu,a sidouly
Featufutuneunisiasn

Aladyvasmageanigasm

(1) maamuﬂaam Court Holding Co ApdunBualdnnyuiaiiou
Lﬂuwmamms’tmmfaa SmANaTin “msvmi«mmmumnmsmamwaau‘lmamﬂawuﬂu
emLUa&JuLLﬂaﬂUiﬂaa1m*uﬂﬂaauujumﬂaN’Lumﬂaunssmmmmmwaauuu wayvIngeoy
lwumiumuaumamwLmaswaqqsnssﬂmamﬂaguu,wmauanmlﬂmmumsmmLwaLasN
M¥ Adeuiriugenldiianaidunisyaneyszansnmlunissafiunignislduloveses
$gan”

2) maaamamaa’lw Court Holding Co fpuduniainualéninyuy
mnmsmammﬂmmma mLﬂumammlmswaaasnssu

Af Boulware v. United States (2008)’

lupf Boulware v. United States (2008) ug Boulware Faduusesn
VSN u.a~LUuwaawummuwmmuuswnnasswwmam%ﬂswLuul,uaqmnmsuammﬂﬂmdu
mLaulmﬁlmumnmwﬂsumenuui‘]uwamwmamwuulmumaﬁswm

U8 Boulware 9193 38Wliif1s (no earning and no profit) 1udl
MEAAnn Faty wuwlmnavmmnﬂuwuul%mli AINNINTT 316 whisUszunadunns

1Y a Y wa 1

ANIZDLUINT UYYNN a’mwLﬂuLauﬂuwamamﬂswluﬁﬂlm LWM']ﬂJJI‘UNU{]UNaEJEJMhJWBQ

U

o

trmduduldifedsns Guiuwa mneda Ruiildsumudndiunisiionu) ethalsfin

s a

Boulware liifindngufianiiisswein Pusuduildiuiuiidnvasdunsfiunu u sugise

o3 Y

*indsuny andudes, “asmslostunisdeunndens,” (nentinusUSggumdudia
auinideans auylfmans yunansauvivends, 2562), wih 66
" Boulware v. United States, 552 U.S. 421 (2008)
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Aagganadn  MswenUssianseniredudunauaznisiunuy
Luammamwm mLﬂuwaamaumnmsw%ﬂwawsw MI‘ﬁiULtUUWﬂﬁiUZU'WI’]‘UU Aoy
awlmwswaau (corporate property) Tiduduiluna w3eN1sAunY Luammamswnamb
mmmmu‘lumswmaau aﬂwmvﬁuamumwaawulmunaumvnnuuwn'[.uum‘uusw

wanmsﬁ’lwmuwmal,tavaﬁw1nswa]wsanﬁsnsmmaqmasﬂﬂauawm
i‘LlLL‘U‘UﬁiﬂS'illLLa”’Ju%aEJﬁﬂﬂL‘lJ’em’lmi”‘UadﬁiﬂiiiJ‘ﬁ\‘iL‘Uu\‘ﬁ‘u%mﬂ whniewveamdnnis
Fananaldidiauiets vie Tavnwadwsnanidvosidond ualumujoa wanmsum’l%
lﬂluwwwﬂmwmaﬂsqumaqmaamw muumsmLaamwmwaw"lﬁlmwsﬂmwaa
gInssudenadesiutiiom

vinnsinymuimdnnisisnedemddyninguiuuidesaalusy
mﬁmswﬁuazﬁwuﬂmszmﬁiumsﬁwLﬁuﬁsnﬁmmﬁlﬁam@ Fail

(1) Iums'sms'xvma gAMmuanTEn18v09sInssulvidlagmanse
assnns lilvidessns fiay mvmmﬂLLUU’LM;J’lwaamﬂaaaﬂULuam/awsvmﬂmwamsnsiw
sndlunslaedidenidliogegnioudeiiien

2) Ltzﬂunsaiﬁiﬂuuwsnssw‘/’iLﬁmfuyua]mnsvmumﬁmswﬁuav
AMUUANITEAS aamﬂaaamJwaawamamswﬁﬂwmmuﬁmmsmmuﬁinssmawLaamwo
Duadyg e sULmumnanmﬂuaaﬂﬂaaaﬂuwaammqmswnwmmumnmsmLuu
ﬁinssu‘lmamaamwaLﬂuﬁammanmwmﬂlm

3) ‘luﬂsmwsmwuasnﬁwmuumu‘lmuuummasﬂLwaaaﬂﬂam
mJmaawsmamswnﬁmmwumnmsmLuuﬁsnssu‘lﬂamaamw Lm"lum'smsﬂqumnmauuu
ATEMBRLANANaTY Iuwamnmm"lmmummhﬂ%‘lumstaarmJLLUU’ImsUwamm'L?ﬂums
AMUUANITY mwmmumnmsmLuums‘[ﬂamaamw

®Ray A. Knight & Lee G. Knight, “Substance Over Form: The Cornerstone of Our Tax
System or a Lethal Weapon in the IRS's Arsenal?,” 8 Akron Tax Journal (1991): 91-92. (w&nn15989e
L‘uammﬂmn’nsﬂLLU*ULflua’nﬁwmu’lsn‘nﬂwmdﬁuﬂaeLLaaasswnﬁ?}aaaSSW’lniawiﬁ waziuladnin
aiiwm'ﬁmLUUNUﬂUiuLﬂULuaM’lmﬂEUﬂ’J’lSﬂLLU‘U flgidond).
® Joshua D. Rosenberg, “Michigan law review, 87:418. §29dvlu in3oaiay unduies,
“wmsmsiestunindesnidoins,” (entiwus Sy dfmansumUudio awdndtmany
Aurilfenand Painsaiumnivendy, 2542), wi 67
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4.1.2 vann1591Mae Step Transaction Doctrine
Tugaausn wénmsignahenilednnisgsnssufiadedudenisideans
lagl438n5ufulaseadnegsfia (corporation reorganization)  wsluvansiounldgmirluldly
Uundu q wudeitundnnsidemstiestumsidsinnsvdnnsay
wdnn1531eae Step Transaction udnuilsnasmsiendeianss
YOIFINTIUABIA Y Imam%’aLﬁ%“sammﬁwwmqinsmLﬂimﬁmﬁ’wé’nmsdwﬁamﬁam
drAgyninguuuy LwignﬁwmLﬁ@lﬂuqinssmﬁéfaqaaﬁaﬁ;@%am@ﬁmLLUaa'gULmumsﬁ%ﬁu
gansaulmilifivanegsnssuuaziinnududeuiondndssms uddinmagariiglunssniu
gInIsuMAETUITULAY Tneguuuulumsdaudasiy srUszneulumegsnsiugesviateginssy
lagwsiagganssuuiazauysallusiiownungwny  uiluvaiforfufiianuduiusdatunasiu
lusueereliiinuagavhe ndndnifouiide wanivostunnudululii 2 gsnssuaviinadng
mensdufenty udniszniBuandneiy lesnguuuunangvaneimeiu wasdady
wiesdlefliiesesiasimunaszndfiuiiwesgsnas
ATININTANIFURLAIAINANNITRIITUITIRTUINIT NS lanR 95N
iomﬁ’uuazﬁmfﬂLﬁuﬁ?umaulumsﬁwLﬁuqsniiuﬁu‘] U NER IR R I R RN
vidninausiuilsadeluil
(1) wnANUEINUSIUYeINI5NI2Y (Interdependent Steps)
wanauduiusiurenisnsesi eSuein msnseviiasfiedndunns
nswiiiioateniu foefnrsuriudasnsnssindesiiruduiudaunaiusasnisnssyin
Fositamiuderiunasiu msnsgvimbsdiohlivsslonimndsanndnmsnsevimimienis
nsgvihinde
(2) Mé’nmmgnﬁuﬁﬁamszﬁ’l (Binding Commitment)

e ugniufidesnsevi aSuiei msnswile 4 vesidsnderhite
Indudusoulugsnssunils 4 Huusideldlimsnseimdud fidensfianunniuiides
sdlumsnszvhdusiely”

mﬁnmsﬁﬁaLﬂwé’ﬂmiﬁmsmﬁﬁﬂﬁmﬁqmLLasﬁms‘[ﬁLﬁmﬁ’usw'jwma
fenrumnzanlunislduniign Tl 1967 mafnianmdnnsindae Step  Transaction
Doctrine wnn1snszvieineg liflanugniuiidenssih deulienadfuanudnnisinge
Step Transaction Doctrine asmlsﬁmummLﬁuﬁgnma'ﬁu q Toudein Wuanuiu
Adunniuly wazervhldvdnnisinge Step Transaction Doctrine laififiaunsaldle

PinSsany wndndes, “wmsnisdoaiunsideamdenns,” GrendinusUSygumiuda
aMindienans auriifinans puasnsaluninedy, 2542), wih 59
" Gordon, 391 U.S. 83 (1967)
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(dead let‘cer)12

(3)  wdnszozganiinily (Elapsed Time)
AALATETININTANITNIITUNYITLELLIATENINMINTEYA q T
gusiifianugniuiy Seszeznamisiuinniviile msthudasnisnssyansadidetufias
Wuldontuwindy Tunesstutia Bausasnisnssviiiatuldidefunvila nisthusias
msnsgyhunsannfuRBaetuiny
oglsinulutegtuimaldananudidyveandnnisias” Tagld

v ¥ e ¢

ANUERNAUBSNANNEINUSAUYBINISNSEYNd S UNIsns ey AnT U Bl utessezanluf

<
v

Faluawintiu (only hours apart) w3eluaf May Broadcasting Co. v. U.S."* aausuldudnnns
11# Step  Transaction  Doctrine funisnsevifiuiaznisnseviditnesseznamieiudu
srgiIa ANyl

Jnanldhiludsgtumaldanudifytuesumnnimsinsudes
STELIAN

@ wdnuagaineviendningUsvasdgavinevesndyy (End

Result/Intention of the Parties)

wmuwawjé’cycyﬂumsvﬁ'wﬁqunssmfuhjmsmﬁﬁmﬁmim n1s

U
1 44

#sanagiasannenas vieddle 1 ﬁuam’lﬁLﬁuﬁqLﬁ]muwaa@'ﬁzyzgnwmaqmmw%awé’n
%qﬂssaaﬁqmﬁwU?Jaa@"é%’zycywzl,ﬁm%u winldiimsnsyviaeg datu

meldmdnmsi gsnssuasgnamsaouidrsgnnssilunnnsdnielyl
mslcvfia’auawl,ﬁﬂ%uLﬁaﬁmsmwﬁwaé’wéqmﬁwaﬁéﬁamﬁﬁaqmsﬁu WUTIQHANBUEINYN
n3nswiufistunazdna  lupd Weikel v. Commissioner, T.C. Memo 1986-58 (1986). #na
namimdnaagavneviondn Tngusradgaievesgdynazgnlflunsdiilivsinganity
FEVINNINTZYIEN

L‘dmﬁmﬁ’wé’nmsiwﬁwLﬁamﬁwﬁmnfhgﬂLLUULLawé’nmidwﬁw Step
Transaction Doctrine agfiansangsnssuifieniiionivasgsnssuiifiniuade itefmunansy
miliaenndastu Snlamarunsalivdnnisiiay Step Transaction Doctrine wiingsnssu
ﬁ"’uﬁimqﬂsxaaﬁmaﬁ‘sﬁw%alﬁ15 Funoidudediinvosvdnnisindae Step  Transaction

2 penrod v. Commissioner, 88 T.C. 1415 (1987), wax King Enterprises, Inc. v. US., 418
F.2d 511 (Ct. CL. 1969)

" Bruce v. Helvering, 76 F.2d 442 (DC Cir. 1935) sy Henricksen v. Braicks, 137 F.2d 637
(9th Cir. 1943)

" May Broadcasting Co. v. U.S., 200 F.2d 852 (8th Cir. 1953)

" Aeroquip-Vickers, Inc. v. Commissioner, 347 F.3d 173, 183 (6th Cir. 2003) (“fewsiin
§snssuﬁﬂwawa‘§uﬁuﬂzﬁmawamaqiF‘mag’ uigssuAsnanaunssgninsanfeliiiugsnssudeilagly
nanHaaNSanving”)
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- v @ P L. 16
Doctrine Famalanandnnisiilumd Esmark v. Commissioner

WRNSRIN 1 WRNS0IN 2
&l v
‘ \euBYONU
Mobil  o-eeeee- > deviuly Mobil | fRavily
¢ -~~~ -=--- N v .
v— U0u 54% .
R 9 Y \‘\
s \ 50% | 46%
\\\ Esmark A\
100%
Vicker \

| Vicker

URINELEE

(1) Esmark Wuuismenvsioulunaiaudnning u vasdu Fuvesuisn
Wuiihaulavesinasmuinn esainsiaiiuses Esmark Sseninduninduasuivn e
feefiunisgnaseuitAams Esmark uidlaufulassadrefants Taensuae Vicker Fadiyarin
dunindge Feavdanal¥siaures Esmark aonndesfuningauveau3sv uas Esmark wala
1hiAuildnnnse Vicker Tuderusesar 56 vosfuivuniisminouds e Esmark 1edl
InssaiadnasiaglisiosfioRuanummannnisvieianmsfingn wazdiananuaulavesin
avuduDIY Esmark gnAsaudIfanig

(2)  Esmark Iasuudas¥Bmsddunisannmsuieiu Vicker uazdofuiiu
yeau Ineanasiu Mobil %uﬁuéﬁaami%a Vicker ImUﬁwé’zyzymanLﬂﬁauﬁuﬁv’awum‘Lu Vicker
fuvufosar 50 vasiuiavuniismineuds lu Esmark fafu Mobil andugidaustony
484 Esmark lusanauny Esmark (Tender Offer)

(3)  Wasdananliteliifinaiszaidualdainyuainnisee Vicker wazli
\Rinrudesaingnaseuiiansuiia Esmark wne Vicker 1¢ 1ifosa1n Esmark widuanay
Tufledudruauann

(@) asswnsaniguasniseniiunsnnaldanyud Esmark 16 Lesan
ganssuianuadasevannITid Step transaction doctrine Suldun NSUANU MY

*® Esmark v. Commissioner, 90 T.C. 171 (1988), affd, 886 F.2d 1318 (7th Cir. 1989)
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uedadudu Lfiaw1ﬂ%gumauﬂv’mmgna%wa%uv?‘iamsL?iaamﬁwhﬁv’u wag Esmark foaide
aBualdanvuannsvesiulu Vicker liun Mobit

ATduvesemagvssel wa 7

(1) maviun AMdedevesassning Wunisuasanufuaime
§3h% wiiilesnnluusiay mumauvﬂ,ﬂmmumﬂmamaamwu muumﬂumamqmsmnmﬂu
15073 (permanent) wazlun1sdl Esmark %U‘iiqmmqmmamamwﬁﬂauu wvhlein
sawefinssuiunmsasstuneuiingny msdudunisiinanasiinarliniszandantiova
weavhiilidumaitasthudnnsiade Step Transaction Doctrine wlétfady

(2)  malduesginssuudentinszsinfianusnifiniaeviodunis
nseviiiiezddny Taeldie udnanuduiudiuvesnisnsesi, wé’nmwgnﬁuﬁﬁamizﬁm
wazvdnszaznaniily wagmadimnudiuin liaunsovhgsnssululuguuuudulfuenaind
Usngludoiiiagss

(3) dedunn adidl lagndsluafdu uwinardnduldidunadsefide

Y

o v & a v oo ada P 17
ANy LLNT]‘UU?T']aL@EJ'JﬂUﬂUV]WW']ﬂB‘WIUﬁﬂUﬁm'TN

4.13  vanmsineInguseaiAniegsna (Business purpose doctrine)

MANMSIAeTNOUSEAIANIGSAR (Business purpose doctrine) usiin
ﬂgvmw%ﬁlé‘lﬁﬁmwé’ﬂmf;ﬁ LLﬁ%ﬁﬂﬂ’liﬁﬂﬂl‘gL‘ﬁaﬂﬁLLEJﬂLLEJ sInssuAiingUsvasinis
ﬁ‘iﬂR}LLa“’ﬁiﬂ'ﬁ‘iNVIﬂﬂﬂi'N‘U‘L!L'WENLWE)ﬂ’]'iLaENﬂ’I‘b‘ namdnonile maseuiuursInTIuiade
wummammLwamamvammaﬁim Hlaganssuiiadsdunnaaniianzuadninend
winify wa‘lummua}aamnsmssummmﬂﬂiuammamuﬁinﬁ)maﬁ)ulumwuﬂmsumﬁlﬂm
faunsdifind1nanly 3 wédnnsusn ndnifie Sham Transaction Doctrine wdnnsindae
Lﬁamﬁwﬁagﬂdwgmwu WATWANN1TINNIY Step  Transaction Doctrine uAradsLiieUfids
HadnsMeEiAnaIngsnsuTUTImN g Uszasinegsia

tnnguaneddliddenundninasiiinduesussnouitlildiins vy da
Duanednvaldnys ualddnisihuldvsznoududiuniawosginssuundsainndlddings
UyaAliduarednuaidnes

nsRasuigsnssuinInEau e TngUszasdinsssiavieluidy mase

Asangsnssuiidnenwlunisadsilsuenmiioluanuadnsmeniivielal iunsd ACM

i7 . .
Schneider Estate, 855 F.2d 435 (7th Cir. 1988)
18 o a o ai = a ¢ o v a
nssuay wdnles, “arnsmstestumsidesmeenns,” (nendwusu3ygumdudia
awiniiieans anelifienans poansaluvine ds, 2542), wi 64
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Partnership v. Commissioner = U3¥ Colgate a%ww%ﬁwlushqﬂssmmﬁ'aa%ﬁqwa«umnuuaz
Tounavianuluiudsn Colgate oy Colgate azthmavanuluvinfunaldainyu ea
Faded ganssunsadreuienlumauseme Wugsnssufiaeduieatamavianudsdls
Anduase uesdulUlildaefiasiidnenmlunisadreilsmagsiia Fathumadafiasnariany
fiugd Colgate wanlimend Wesnngsnssuiinainussasdmassia
ndnnrsidanuiudeutundnnisiviieidenimiaasegiauin uargn
fmualidunildudeulunsinsanigsnssudesadorundnmshioifommaasegia
ol Susznandeldluifide 4.2 WesndundnnsildfRnsunsuiundnnmsine
Lﬁamt,ﬂiwﬁﬁaﬁfaLﬁaaﬁaaﬁ’umaga’lfemwwéfwaaél,ﬁam@’j'w;ﬁ,ﬁam@ﬁ’?mqﬂszaqﬁé‘u’lumitﬁw
vihgsnssubelunininguszasdionmaysslovineniduiely Suduniseanlunisnanis
wdnmstifismsnnsdien
‘luaﬁmn'aumsﬁmé’nmsiw’hsuﬁammqLﬂswgﬁamﬁmzﬁ&ﬂungwma Tunng
wils aufiasnsiersantianuvieyamngdlavesiidsnidiiaiagsnssuduniienisides
¥ uazmagoniuadninenBAnIIngInTIIfndN naafemand iradnsniennd
Lﬂuwaﬁtﬁﬂ%umﬂqinss:JfﬂfdLamuwadQLﬁamfﬂumsﬁﬁqsnssuzoﬁQ’Lﬁam@a%ﬁqﬁumaﬁn%
Aadimadnsludandeinsvosgsnssug willildtuegivanursunivesfidundlud
gsnssutiug Tudnmanils enafiinlinannisiidudumilslundnmsidedemmansugia
wieufasustlevilumanifeins wmingsnssuiu 4 UsrninguseasAniagsia uiludnnia
wils maldundnnsiheTnglsvasdnigsiauflasuadninandfifinangsnssuiitAnan
mmmtsﬁamsL§&Nmﬁw'%aajaLﬁuﬁawaé’wémqmﬁimaﬂsmmni’mqﬂizaqﬁwnaqsﬁa%aLﬁu
wnveilslutagi
nnnsAnwindnnistleafunisidssni@fimaaiauasvaienstesiums
desnBlunguusamangrunsiaussndduiipmiudeuinn wazfudsswnifimaiiang
wnnd 1 vdinmslumsitadeseniuniou]ifnauselsmimen§ildiAnangsnssudosaeds
wu wdnnsRnsudemuessanssy windemitmanuliduiimels faszdre Sham
transaction doctrine %39 wé’nmsiﬁﬁamﬁammaLﬂswgﬁ% (Economic substance doctrine)
Tngaznamiluiade 4.2 weufiasmsusslovimenBungidons
a&halsﬁmu‘lu%wmﬁwuéaﬁuﬁ%nénﬁwé’nmsdwﬁwi’mqﬂwaaémqs\a'ﬁaﬂu

** ACM Partnership v. Commissioner, 157 F.3d 231 (3d. Cir. 1998) {fuadififimstmdnnas
fimaauienstioafumsidsnd (doctrine) nlfinniigaadniisde wanmsivedewddiyni
JUwvuiazwdnmsie Ingusrasriniegsia ﬂﬁﬁLfJUﬂﬁﬁﬁmﬂNLmumﬁﬁﬂﬁﬁauﬂﬂaazmsz'j’u%u

® Rice’s Toyota World v. Commissioner , 752 F. 2d 89,91-92 (dth Cir. 1985) (Q’Lﬁamﬁﬁ
daszlunsaingsnsailumsvhgsivvesmuewdiindusegdladionisidissnfiaw) | Gregory v. Helvering,
293 U.S. 465 (1935) (Lﬁulﬁ%'ﬂiwQ’Lﬁanwﬁlm’lﬁﬁvuﬁw‘ﬁﬂsﬂmﬁl,ﬁaastﬂzqinﬁugnas"wa'ﬁummmga'l,ﬂLﬁa
nMaiden®)
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dnwauzfidudiumilwemdnmsivhedlonmaasugha losan a Jegdull wdnmsinde
WenmnegsignUyeffidudiuniaveavdnnsiviodevimaasegiouds dusznanlu
vt 4.2

4.2 ‘vré'nm'i’hﬁ':mﬁawmwLﬁwg‘ﬁ% (Economic Substance Doctrine)
421  arudesunazarudusveminnsidasdevmaasegia
mafaumdnnsieidemmaasusiadaudd 1935 91nAR Gregory V.

Helvering” tfiatiosfunisidssndlusuuuuiifidonSadreganssulidulumuidnysuas
msianulasiluvesnguaneiildsadusuuisansmeaugomnoianisnadninnansi
foems waznavesgsnssuisnanitlfahaiammassugianuannsuaiveanguing

| AR Gregory v. Helvering LﬂuﬂaﬁﬁuémaqaaﬁguazLﬂuﬂﬁmnﬁ"ma'm
wdnmshdeiiemmassugia
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PoLi934
(1) w3 Gregory  fiaviuriaviualuu3em United Mortgage  Corporation
(“United”) wag  United fioviudnuiu 1,000 vuluu3gym  Monitor Securities Corporation

* Gregory v. Helvering, 293 U.S. 465 (1935)
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(“Monitor”)

(2)  wn Gregory samsfinzaneviulu Monitor Tudfde udlsidosnside
miaomen laeveniinilsienSiiuldtiiyrnares United mnmaléianniy (Capital Gain) was
vonfiaesfemBiuldiynnasssumussuns Gregory Weliuiuiiunanin United

(3) edsant® luiudl 18 Mueou 1928 ue Gregory THUstlominnan®
1nMsUulaseainefians (reorganization) melduas 112 (¢) whsszaasuninsd 1928°
lasune  Gregory %’m&?ﬂuamﬂuéﬁaﬁuﬂg\mnﬂu Averill  Corporation (“Averill”) uaslouvy
1,000 Wulu Monitor fusitfufalean United T Averill TnsnsTowdusinanlésumseniiu
mBiilosmnmsdiulassaiiians

(@ w24 fugrou 1928 una Gregory BNAINTS Averill Turalviofu
T 1,000 virly Monitor Touludauns Gregory %uﬁu@ﬁaﬁmﬁm‘um Averill viunt wazluiu
Weartuthnes wie Gregory Toumeufinanlviuniiodusuiuiu 13333333 noRENTansy
sinsunulumsléndafuiindriusuauiu 57,325.45 neadnsansy fafuudonsuald
Muudiuuiuisiu 76,007.88 ARaESansy

(5) w1 Guy Helvering Wmiasswnsansgusnt  (Commissioner  of
Internal  Revenue) na1331n15UsulAsaI19AIN15v89U1e Gregory hjﬁtﬁammamwgﬁa
flewnune Gregory Wudriuauiie 3 UStn mansuviwenns Greeory Wuifsndonuay
asgluuumuioulvvesnguingismsuiudsddassaiiians eaun Gregory [EVARTER
Monitor Tngld3uniseniumdualsannyu defuasswinsusydiunBEuldun une Gregory
Ndwadvadudiuiu 10,000 aead1iansy

(6)  AENITUNTHINTUGNETAI (Board of Tax Appeals) NA1ININATINING

v
=1

avsgUsaidumihiveumenguing uazifinoaunsusziiu nglAmepmal ifail
(6.1) asswinslianunsaifinaese Averill nsUszdfiudananiaduns
avllinvauLAYeINg e
(6.2) waugdenBhidnasanisznBuesgsnssusanaiag
(6.3) n15nsE¥veIue Gregory ulumunguune nade Wunis
Inguuuulnivesfiansludnvasiinguaneseyly
ANt vRIMAgItansTaIwSM
() gAwinwimagnssal 1va 2 “Learned  Hand”  n@1737 wiudiedud
WadeU0IAENITUNTRITYNSTO] '
WARAWINYY Hand  wansawldneladn... . “nisnsevidangrald
aeandosiulnusuaivesanireunssidineuniydiidenisusulasadnafianis.. ...

amnunnelngsiuvesdstlealdumnnindiusaze Wuigatuvnusanasiivsenauluaislia

21051 112 (9) uisdsvanaduginsy 1928 Uydal i nsTeunswdauluiamianiislen
Jawinanile Faflounar/viediievu udiidnnamuniamianiulew”



89

=

e warhazliderlsinsudsuuasiuesignisesiesdmeldnmeanils”
HAWIN®Y Hand  §ana1isedn an1dfdygRadianalselesuiung

e

VVal o '

Gregory e tieligidiusuluuidnannsalonireuarinassanuinelilagusiaan
mssuimls
{Awinw Hand Ufiasansusslomimani@muiiung Gregory 3undos
Lﬂ'aamﬂéﬁwmm Hand Iu'L“i‘iadﬂanwﬁaﬂ’zy:jawmwmas‘snssuﬁqnéwwmzﬁﬁmaj’ﬁaw%
UsglowdmanSiduanednueidnes s‘ﬁq@ﬂwmm Hand nammaluin “uie Gregory UWAR
w1 msviulassaiieions fldiduduniaweanisuseneuianisves United uas Averill
L“flw,ﬁmLLﬂ'ms}msaiﬁLﬁm%uiuswzgu6] (Ephemeral Incident)” Safntuiien1sidesnd
(2)  vdanildiinstuduaru@niin “anunsuaivosidentd” lisesiun
Usznounmisfinnsanassm® maganannin foiuiid “Aaiviituiu Wulumaaaunsuel
vosnguunevzeli” nouililaemadio “auiduesideniundiueis uarannsofanuld
widunsienuiidululdluddnusidisaind’ wagmaiiusiesumanares Hand
Lildyamusiomn widsuulaimsiinnesives Hand inties Taeitudeulafinguungld
Yryeraliin ms%’massﬁ:u%aLﬁﬂﬁ?}yumuLmun'st%“UImqa%Nﬁamﬂma%ﬁaéaaamﬁmﬁuﬁﬁ
AWadeves  AwInw Hand 31 ukwnsuiulsalassasafansidunnniimsyiulasasa
Asmssiidenlungine maasluassdontit Averitl 1Hunmsuaeush wasduaindami
fliiounTaununsduiilinnditeuniduudy wiununmsiananldignilalvseoniuazgn
giag
422 aslindnmaionmaasegiatuganssudesasdy
4221 ginssufiirdestuvdnmeidedommansusia
NNNsAnEImUi - maszenvdnnisidodenimuasusiaty
RTUNFINTIUARIAIY Lﬁauﬁnm5(31'ana'ngﬂﬂn%u‘luma‘[ﬂaaiswms% waRnn1sAnyINLal
wuhassmnsldnmdninasiindhoieuluvdodnunrgsnssuiiressnudnmsidedonms
mswgﬁﬁrﬁuﬁﬁmm uAnUAI9Nsaives Donald L. Korb eftaviawiindefivinwasswinsanss
Tauiudeafunislimdnnistestunisidesndagldssuunguunsaiadsendi “pd
dulngify asswnsannsefinsanlasinsananmanadnldias wnndnisldndnma
373aUssnel (common law doctrine)”  edslsfinulunsdifisedld msRinrsangsnssud
wﬁnmsiwéfam*ﬁammamiwgﬁaﬂ;jmsgnﬂn“ﬁumﬁawé’ﬂm3'5%’1’1ﬂnﬁﬂaaﬁuﬁmmﬁﬁmu
vannsHu 9 Ilimaﬁaan%mﬁmlwsw:asswmﬂzj‘uaw%almﬁuﬁwﬁ’uqsﬂssué’aaaaé’awhﬂv'u

""the facts speak for themselves and are susceptible of but one interpretation,”
2 Jasper L. Curmmings, Jr., “The Supreme Court’s Federal Tax Jurisprudence,” ABA-
SCTTAX CH 1B (2010): 155.
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ludumaniSonsifesuiemnasmsiiin
“nguminen1dornseesnisligansruilifenimaasvgisuen
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TunmsnsgviufienadmsmemSinenunsunivesrasinsedoanislriinmsudsunamiaassgia
voufidomeviol dedu ludesdulunisimnsurimdnnisasannsndunidedoyssnoy
gansaudpaasdelivdol madseritatudesiufuannsunivesrannsndonon’

mnmaﬁmmiwmﬁmzﬁﬁmw?‘ic:{l,?iam@é"wﬁ?u ABILNTIADINTS
Tinsasuuvamaasvgiavesidons aadasldndnnsifoidenimanasegia
Aenegsnssudosasdeliiaiadudsnoulnsarintsanganssulaenisusntseloninnanda
fdvndldtunnidevimamswgiafiinaingsnssuvieusslonifuduiiuisnlss vindu
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maﬁwzﬁ’]mﬁLﬂiwﬁ’jwqinisuﬁaqaaé’aLﬂulﬂmwuﬁaulwawwﬁngw;‘J‘Laamwé’ndw‘ﬂu
FIURIRAEN SN ETina 18

31NN13ANYI AralinwuInIdunsAUnILEAUI SNl IR
Lﬂwdmwﬂ'zyajﬁlﬂﬁaqmﬂﬁﬁmnﬂ?iauuﬂaqmaLﬂ'ﬁ@ﬁ%@@lﬁam@ WAINN1SANYIART
ma‘lﬁwé’nmsdﬁﬁamﬁammamiwgﬁﬂumﬁﬁﬁ]ﬁaﬂﬁ favzRasanuntydRigidoni g
Hupuwdgsnssusuduiivesadwsmanislassiy uasifadeiuntydfsinanaeunes
s”aaaa%’wmsLﬂﬁauLuJaamaLmt@ﬁﬁ]LLdQ’L‘*ﬁ'zﬁwﬁjnﬁw%'ahj fauaR Gregory v. Helvering
AagnsIallagmMAgIUfEsHadnin1InEannsUulaseasaesrnsueau Gregory laanan
MdleRinsauundygAivhenisusulasasnesdnsianun asunseiiaauilduismanunsa
Tonéhenazdnassanudineg (Mstdsundameiuiasvgia) fafuFesnundoygilieniiy
msfudnelinnnisnssviiinandsmailfsyniavenuvasdoyanioTimedumiamunsunl
YBIPDUNTBUFDENLA

* Donald L. Korb, “The Economic Substance Doctrine in the Current Tax Shelter
Environment,” The 2005 University of Southern California Tax_Institute (January 2005): 12.
ey Partnership v. Commissioner, 73 T.CM. at 2215

% Jinyan Li, The Economic Substance Doctrine and GAAR: A Critical and Comparative

Perspective [Online], 18 November 2005. Wneefin http//www.law.utoronto.ca/documents/
conferences/tax_li.pdf
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WATINNSANY LI NTDIATALATATTHINTHUTIFNBUATATINING
lﬁmaLmeaﬁsnssummaltJum‘Lumwanmsmmmuammamw%ﬂamwmsmt,t,umﬂs”ung'n'u
fiundatugsnssumanidifieinguszasdmenSwindy

qmssmﬁ‘lmumwnnwanmsdw’hmﬁamwmmmgﬁa

(1) wavsglovinnanidiiintutugsnssutu iaduany
Toqusvasdvesnansy 19y n15iAsHnnTg (tax credit provision) Weidumsnszdufanssu
UNegNRNUleUEsy

W n1siasinnnBnsdifiegordsuesiiselds (low-
income housing credit) AuIA51 42, MItAsAnAEnsain1sraalWH 1 INNEIUNALIY Ay
w931 45, MmsiasAinnrEnsiinisamulusaialvg (new markets tax credit) mMuuInga 45D,
msiAsARnTEnsdmsHue1Ans (rehabilitation credit) Musmst 47, msiasinaBnsdins
Tgwdssunmaden anuuies 48 Wusy

(2) qsnssm‘fiLﬂuﬂnﬁwwnwsﬁwqusnssu (certain  basic
business transaction) %dﬁﬁ’]ﬁ‘wWmsmLLam’l'iﬂﬁﬂ'aﬁa’l’m’mm‘saﬁu (longstanding judicial
and administrative practice) i

(21 msamulpgiionsendng Msamulagiiunuemse

msfiBanfiounamu (equity or debt)

lussvunrBeonsunisanselanieniSlaenisly
nenibelaglsifioidunisidsantd mindnsmildudeny Fragludnsnmeldngureiifertos
Wuinas 163 0) IvheEesmsinfaenidsainnsdtundusesieninig

(2.2)  msdensgnimsiduisviUssmeviouinly

Ustmaionsasulusiesuing

szwmﬁaw%g neld Subchapter N and subpart
F finusanning sausuismsvraonaidensduliilssunnuaniuldmesema Tnoms
WuMsiigunamuAnuIEnaU ST

(2.3) muaanmsamsmmmmaﬁsﬂs'imtlmm (series of

transaction) maammaaﬂmsﬁnwsamiﬂiuﬂsﬂﬂsqamaaﬂnsﬁ'sn%msflm subchapter C

nsnsevini Wunisnseviildsuntsseniuiiy
nauua waznsdawlugidunisairmvdnnisiaoena waznannisaenagnin oy
Junguaneg

1as

(2.4)  msidenlyed :yzyﬁd“ﬂ’nmﬁ'&rﬂmﬁ’uImaqsnsmﬁu
ﬁaaﬁé’nwmmﬂimﬁmﬁuﬁﬁmwnmsﬂszv‘iwaq@é’ g dudaserefy (arm’s  length
standard) auu1as1 482

nnsAnwilsasylainlilovngsnssudesasdoay

wmimm&manmi’nmmuammdLﬂswsm) meaaLUuﬁsnsswmmmaawmﬂuwuw
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ﬂaqms%ﬁmmﬂﬁﬁmiLﬂf?iauwaamamw%ﬁwmﬁtﬁamﬁ Famafildnmannislunism
mmmsumaaﬂmmswsawmngwmwammuuau Lwaau,mwwwnm’lwmaasnssmﬂuﬁsn'mm
"LuanuaanwanmsmmmuammaLﬂswﬁna mu,mwanmﬁmmEJLuamwmmswnwan
dludygRdunguunglunaiden (egaznanseluluide 4.2.3) U‘sumuunm‘lugnunﬂzym
ThAneudaau egulsfinunasmsdanandfnldfussnssudiviunavoqudu 2 wh vie
abranauanuitllfifnnamamsygia (generate non-economic losses)

4222  vssingwildlunisiansuigsnssudesasdelasudnninianinig
LASHFNI
vénmsidedemmaasvgiataulasmagvssal Swusavenaldimua
vssingiliuansneiy vildiRenaldudueulussuun@&uls faiimaldnanaluad Collins
v. Commissioner” 31 “wifsdosusuaflfifiuduussingiuiuausndy wesiutuo
57 ussTiagudinandhaquiasssnnnimsyiliiiannsdaiay”
ussviagufimalilumsiosangsnssusesasded 2 Jeuly
1) \ifosmainswgia vi3e objective requirement
FaRasagInssuReadiielinsidsuammaaseghiavesiidond
vananmswWasuulamaasvgiaiiinansadnsnendvield F935nsasvaeuiimadin
snfufinsaaeie “flstoumSidululd”® (pre-tax profit potential)
n1sfinasan “milsneun@idulls” asfinnsundioudioy
sm’mmlsﬁinwaﬂmﬂmsm“ha&maummamau,aUUsuimumamwanmﬂmmﬂwEN
ganssusfesande” Fe3Emstiduismstignitludysgiluiem 7701 () @) @

(L) “AilsAeuntsS” nuieds sreldvanuaindae
Asssuilonuaralideduiafedeatugsnssu
7eld venufiy  Yssleminnnsiesinandiduls
mMBsiusy uaznesiu Fedgueubiifaiiumsnssduianssuviomsanuunegng™

" fivadu 12 avuazanni 13 Wurmailiuinmsvlsemelnglsiuaon (12 Regional Circuit
Court of Appeals and US. Court of Appeals for the Federal Circuit)

“’ Collins v. Commissioner, 857 F.2d 1383, 1386 (9th Cir. 1988)

* Michael S. Knoll, “Compag Redux: implicit Taxes and The Question of Pre-Tax Profit,”
Virginia Tax Review 26 (2007): 821. (“flsneum&nidululy Huiimsiddvesdnuasnenmside”)

“lbid.

* Sacks v. Commissioner, 69 F.3d 982, 992 (9th Cir. 1995) (ayaAmsiAsARAIZ1NS
mw‘u'l,uwé’amuuﬁiuﬂuqﬁmﬁmmLﬁammmwﬁﬁmﬁaammﬁuqsmsuﬁlﬁﬁﬂsn'aumﬁ leesanms
wsAnmBnungvnedinaradudsslenifiCongress simvaneliungidonis)
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Aidvandldlunsdfugsnssudeaads snifuildarslngnsaiiensvinligsnssudesasdy
dndegans
(1.2)  “mamselliognaumaauna” Ianuvineg 2 deey fe
(M) wadwsfiinainnisnsssh FsmsnseriiiiiAnty
amauaviing wazdaundululdheslinssiannnilildnsgi
()  wadwsiAnnnsAanisalnmdnaininag
Judhdrsyariinnaniseiudiiiesiimansaiifldnanuefioty fogty Gonad 20
atu 911 1 peadrs duusdaduduiiunisduidondennd axldsim 20 aoudrd dnaddnan
Iwarfimamsaiainmstefenadwiniu 1 neadrd Fuilileneuz§enand whiu 1 lu
20 vi3e Sovar 5 Tnediduliiiindnnrsladildlumsaianisaiindenmafinudongnuduuenain
19 ly
A0 flsnounignananisall g
auvnausawiiu 1 aeadis smmamuﬂﬂwmmmmwammmamawamvnamﬁinssuuu
donmaasvgianiol m‘lu‘uNasnssunumsmmnwsmmmLUulﬂlﬂmamlﬂammn U
wnduSamlsiflyadumena wu dygresudutuasshausane Sddunsdiemarsinsan
soifidonEiinnudenyielivinwifiduiieednvieold wind Araendoindnynn
soUduidommansugia ﬁLﬂiuﬁumamﬁ]ﬁmmﬁwLﬂuqinssuﬁmsmﬂﬂﬁfﬁﬁﬂsﬁasjwhj
auvRdLN MateTiaduigsnsnmindommanasugio
msfarsandeuly “devmuasegiao” Tasfiarsan “filsrou
MR etedidundigailunsdigdenformdwissnssuiilidonmioansem
wiswshausliarufiananauisedBediamnudadyissnssuduliausaairailseundle
mmnﬂsmmmﬁmsmlinaumwLﬂululﬂﬁsnisuuumamﬂuﬂa’mﬂnﬂgtaﬁmaawsmamw
desmnnlimudeulviedenmuasusie
uanmmﬁmlinaum@ﬁrflulﬂlﬁuﬁ’s feiAsnsdudimatiunld
Tums#arsan wu vdnanudvauananguine (legitimate reasons) lunisnalassadianis
Alsnield ﬁﬂﬁﬂ'ﬁ’lﬂg‘lu AR Frank Lyon Company v. United States (1978)

> Frank Lyon Company v. United States, 435 U.S. 561 (1978)
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(1) Frank Lyon  Company L‘U’lmamm‘uwuammauiu

91A15%9 State Bank L‘Uumaaﬂssuawa 'lumwammsuam 7.6 muﬂaamsawﬁuu Frank
Lyon Company maiyzmamumn State Bank Lflummuwu 7.1 muﬂaam'sawsg uazlv
State Bank 1%101A1599N@1INAY

(2) aw:y'wmsvmw Frank Lyon Company wag State Bank
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* Charlene D. Luke, “Risk, Return, and Objective Economic Substance,” Virginig Tax
Review 27 (2008): 795.

? Long Term Capital Holdings v. United States, No. 3:01CV1290 (2d Cir.)

> David P. Hariton, “When and How Should the Economic Substance Doctrine Be
Applied?,” Tax Law Review 60 (2007): 53-54., Charlene D. Luke, “Risk, Return, and Objective
Economic Substance,” Virginia Tax Review 27 (2008): 804., Michael S. Knoll, “Compaq Redux: Implicit
Taxes and The Question of Pre-Tax Profit,” Virginia Tax Review 26 (2007): 854-55.

» Joseph Bankman, “The Economic Substance Doctrine,” Southern California Law
Review 5 (2000): 17.




96

nMsAunemnIIalresidsnvionisningUssasdniegsiaain
gsnsswsiosasdoriu iosnnnisigaiienuniudonnusssusssy dufudefindnluide a.1.4
nann1sTeingusrasiviagsia A n1sinnsanindneninlunisaiiedilsmsgsiaves
§INTIUADIAHY m’lumuumumwwwaunumswmsmLuammoms%ﬂa wsiduns
fsaniieiladeihfidunSdwingsnssiesasdelnd ingusradsuiitlinaussasdnanis
omsesamnaLnavdoli™ uardesdinsfinsnmdngududiuby Wy nsuseyuanely
Tufinmsussas email saufistufindilingg ieussneunsfinsananunvesidons
ogslsimulssiiusosinnsande TqusvasdiinlmeniSddy
vnlvy manbilianudaau udenaldnd1idn Saguszasdniegsie Sldvnedanisdii
6snssmmawsmmnmswmsmmamimuqmummaa waillpugasnlunisuaramiilsnig
g3na
fiindndeiy enagnssaidaiiadeulrlunisganssudesdsde
FanoldiAnanyliutueulusyuunSauly nmoﬂa‘lumswmsmmasnssmaqaaaauLuam
maasygiamialify vismatuualissnssudesadedorinute 2 Foul Ao onmig
\ASUENT Uay wandnquszasdnisgsiia udunmarvualvigsnssusosads ruiteulate
'lﬂua"l,ulwua fio ilavmaiasugia Wi vaninqusvasAnegsia Adedigsnssufesasdei]
dovmaasvgiaud
N nsdirasmuaindasinuns 2 douluite Conjunctive test
Lﬂuwﬁnmsﬁ’mumaammﬁﬁ L, 7, 11 uazmagnssel
Jguanans (Federal  Circuits) LLa‘“L‘U‘UﬂSEJ‘U‘V!QﬂUWﬂJWUiUEUG]LU‘uﬂQmﬂEJ mLUummmum
unndigaiildlumagvasal™
shaganffiealdi 2 Gevlvlunisinrsunginssudes
avde
ARl Stobie Creek Investments, LLC v. United States
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% Compaq Computer-Corp. v. Commissioner, 113 T.C. 214 (1999).

" UPS v. Commissioner 254 F.3d 1014 (11th Cir. 2001)

* Congress blows whistle on economic substance [Online], 31 NINYIAY 2555 Wi
http://www.intemationaltaxreview.com/Article/26<11853/Search/Congress—blows—whistle—on-
economic-substance.html?Keywords=congress+blow+whistle+on+economic+s
ubstance&OrderType=1&PartialFields=(CATEGORYIDS%3a10329)&tabSelected=True&Brand=ITR

* Stobie Creek Investments, LLC v. United States, 82 Fed. Cl. 636 (2008) {1 Patricia
Lampreave, An Assessment of the Anti-Tax Avoidance Doctrines in the United States and the

European Union [Online), 16 woainieu 2555. Wi http://ssrn.com/abstract=2026120
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* 7701 (o) CLARIFICATION OF ECONOMIC SUBSTANCE DOCTRINE. ~

(1) APPLICATION OF DOCTRINE. -- In the case of any transaction to which the economic
substance doctrine is relevant, such transaction shall be treated as having economic substance only
if — (A) the transaction changes in a meaningful way (apart from Federal income tax effects) the
taxpayer's economic position, and (B) the taxpayer has a substantial purpose (apart from Federal
income tax effects) for entering into such transaction.

(2) SPECIAL RULE WHERE TAXPAYER RELIES ON PROFIT POTENTIAL. -

(A) IN GENERAL. -- The potential for profit of a transaction shall be taken into account
in determining whether the requirements of subparagraphs (A) and (8) of paragraph (1) are met with
respect to the transaction only if the present value of the reasonably expected pre-tax profit from
the transaction is substantial in relation to the present value of the expected net tax benefits that
would be allowed if the transaction were respected.

(B) TREATMENT OF FEES AND FOREIGN TAXES. -- Fees and other transaction expenses
shall be taken into account as expenses in determining pre-tax profit under subparagraph (A). The
Secretary shall issue regulations requiring foreign taxes to be treated as expenses in determining pre-
tax profit in appropriate cases.

(3) STATE AND LOCAL TAX BENEFITS. -- For purposes of paragraph (1), any State or local
income tax effect which is related to a Federal income tax effect shall be treated in the same
manner as a Federal income tax effect.

(4) FINANCIAL ACCOUNTING BENEFITS. -- For purposes of paragraph (1)(B), achieving a
financial accounting benefit shall not be taken into account as a purpose for entering into a
transaction if the origin of such financial accounting benefit is a reduction of Federal income tax.

(5) DEFINITIONS AND SPECIAL RULES. - For purposes of this subsection -

(A) ECONOMIC SUBSTANCE DOCTRINE. -- The term “economic substance doctrine”
means the common law doctrine under which tax benefits under subtitle A with respect to a
transaction are not allowable if the transaction does not have economic substance or lacks a
business purpose.

(B) EXCEPTION FOR PERSONAL TRANSACTIONS OF INDIVIDUALS. -- In the case of an
individual, paragraph (1) shall apply only to transactions entered into in connection with a trade or
business or an activity engaged in for the production of income.

(C) DETERMINATION OF APPLICATION OF DOCTRINE NOT AFFECTED. -- The
determination of whether the economic substance doctrine is relevant to a transaction shall be
made in the same manner as if this subsection had never been enacted.

(D) TRANSACTION. -- The term “transaction” includes a series of transactions.
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* Janice Eiseman, New Code Provision on the Economic Substance Doctrine [Online], 11
WeAINTEY 2553 undaiiun: http://www.aicpa.org/publications/newsletters/aicpacpainsider/2010/
jun21/pages/newcodeprovisionontheeconomicsubstancedoctrine.aspx

26 UsC § 6662 - Imposition of accuracy-related penalty on underpayments

(a) Imposition of penalty

If this section applies to any portion of an underpayment of tax required to be shown on
a return, there shall be added to the tax an amount equal to 20 percent of the portion of the
underpayment to which this section applies.

(b) Portion of underpayment to which section applies

(6) Any disallowance of claimed tax benefits by reason of a transaction lacking economic
substance (within the meaning of section 7701 (0)) or failing to meet the requirements of any similar

rule of law.
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* 26 UsC § 6664 - Definitions and special rules

(c) Reasonable cause exception for underpayments

(1) In general

No penalty shall be imposed under section 6662 or 6663 with respect to any portion of
an underpayment if it is shown that there was a reasonable cause for such portion and that the
taxpayer acted in good faith with respect to such portion.

(2) Exception

Paragraph (1) shall not apply to any portion of an underpayment which is attributable
to one or more transactions described in section 6662 (b)6).
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Yagtuluerasdaoungmineni@o1nsil university of southern California Law School
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“ Janice Eiseman, New Code Provision on the Economic Substance Doctrine [Online],
11 weEIniey 2553, undefian: http://www aicpa.org/publications/newsletters/aicpacpainsider/2010/
jun21/pages/newcodeprovisionontheeconomicsubstancedoctrine.aspx

* Edwards Angell Palmer & Dodge LLP, Economic Substance Doctrine Codified in the
Health Care and Education Reconciliation Act of 2010 - Business Transactions Subject to New
Standards to Obtain Tax Benefits and Avoid Penalties [Online], 8 quﬁmam 2555. Lmédﬁm
http://www.edwardswildman.com/files/News/dddcfbf3-432f-4757-9e94-
08caclbd2a51/Presentation/NewsAttachment/fd1d4571-4ad5-45ab-aec8-0a960a86da32/2010-CA-
EconomicSubstanceDoctrine.pdf
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| Congress blows whistle on economic substance [Online], 31 NINYIAL 2555 Lmﬁ\iﬁm

http://\Ava.internationaltaxreview.com/Artide/Zéd1853/Search/Congress—blows—whistle-on-
economic-substance.html?Keywords=congress+blow-+whistle+on+economic.s
ubstance&OrderType 1&PartialFields=(CATEGORYIDS%3a10329)&tabSelected=True&Brand=ITR

Janlce Elseman New Code Provision on the Economic Substance Doctrine [Onl inel,
11 wgAdneu 2553. WV : http://www aicpa. org/publications/newsletters/aicpacpainsider/2010/
jun21/pacges/ newcodeprowsxonontheeconomicsubstancedoctnne aspx

Congress blows whistle on economic substance [Online), 31 nInIAY 2555 uvdedian
http://www. mtematlonaltaxrewew.com/Artlde/Zéd1853/Search/Congress—blows—whlstle—on—
economic-substance.html?Keywords=congress+blow+whistle+on+economic+s
ubstance&OrderType 1&PartialFields=(CATEGORYIDS%3a10329)&tabSelected=True&Brand=ITR

Edwards Angell Palmer & Dodge LLP, Economic Substance Doctrine Codified in the
Health Care and Education Reconciliation Act of 2010 - Business Transactions Subject to New
Standards to Obtain Tax Benefits and Avoid Penalties [Online], 8 WOAINIGU 2555, unaadiun
http://www.edwardswildman.com/fiLes/News/dlldcfbf3-432f-4757—9e94—
O8cac1bd2a51/Presentation/NewsAttachment/fd1d4571-dadS—dSab-aec8-0a960a86d332/2010-CA-
EconomicSubstanceDoctrine.pdf
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Inland Revenue Service, Interim guidance in Notice 2010-62 [Online), 1 ¥n51AY 2556.

KBTI http://www.irs. ov/irb/2010-40_IRB/ar09.htrn

* American Institute of CPAs., Request for Guidance on Implementation of Economic
Substance Legislation [Online], 1 4N3IAN 2556. WHaIaA
http://www.aicpa.org¢/interestareas/tax/resources/standardsethics/downloadabledocuments/economi
C%20substance%20comments.pdf

** Mahoney v. Commissioner, 808 F.2d 1219, 1220 (6th Cir. 1987)

** Envici v. Commissioner 813 F.2d 293, 295 (9th Cir. 1987)

» Forseth v. Commissioner, 85 T.C. 127, 157 (1985).

* Knetsch v. United States 364 U.S.
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o Karen B. Brown, A Comparative Look at Regulation of Corporate Tax Avoidance
(Dordrecht ; New York, 2012). wtih 347-348

" ROGERS v. UNITED STATES 281 F.3d 1108,1118 (10" Cir.2002)
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’ Horn v. Commissioner, 968 F.2d 1229 (D.C. Cir. 1992) (holding that commodities
dealer need not show that it expected to earn a pre-tax profit in connection with a straddle
transaction to claim a loss incurred from closing out a leg of the straddle because Congress enacted
section 108 of the Deficit Reduction Act of 1984, Pub. L. No. 98-369 (1984) in order to specifically
allow commodities dealers to claim such losses)
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* Intand Revenue Service, Interim guidance in Notice 2010-62 [Online], 1 UNIAN 2556.
WVESTNN http://www.irs.gov/irb/2010-40_IRB/ar09.html
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