Unh 3
[1 - G al o 1.!1 g
INIANEIALALMASIL s meanide

msuwMINgwNEIsnasuigadn
3.1. stluunsdefiumi

UsaneamigenfmiafiunmBanyuldiuwmdn lnsdefiunniulén

1y {ordinary income) LLama\lﬁmnnu (capital gains)

Gulevial wanufe Gulduaemeysglamila o anmneviausnaien

v € t r’ w wo &
ninwddu Blihandudurindlssongrion ndiu

\ly 4 kY &M v e a (LT

waldanns wanuie watszlumifldanmamemiauaniUAuunfwdau'uan
wr c.; 4 v B o (= .dl t 4 = [ 74
enunaaatidugsy (fair market value) FadviweRuniauims Foiumivariug
waldnnyuiiunelfiavvdndifunduasmamingdu Inuduonadmominday

1 s ‘g L34 U v ar tr ’ . 7z
PnyasmiwddulssduuiniiuyammsSulsmindduwindumidasnnt

" avdgoudnuluenyvinsiafumieenidu 7 9m fa nBEuld i
o mfindwgdu mBannislaun$wdan miangsnsan miasswmala wasmfide
n
" mynehinlaimaiafuatursmeluanianamilfsansaigyhiud
Ul i wngRBurm
' Code Section 1001 (C)
" CCH Tax Law Editors, U.S. Master Tax Guide, (Commerce Clearing House,

INC, 1994), P.418
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aehalsfima maldanyazgnraeyluduldimauasdidum® Salsume
aviganBmisukuumsiofumimusnnmsiulé (global or unitary character)
Haitu Adumdanihduldmmsinmnmsd o aidumleg i msutaen
drmduldifadomBuanmot foil Guldmmebisimadnanile @
income from whatever sowrce derived) ::g]niimtﬁumﬁﬁlué’nmﬁmﬁuuasa"wm
i fazuanasnnsausondsemGule (schedular system) Ssvinsunauen
Usamidulfuasdunmlutulfdianisunmendanfuandaiul)  Tasyinesady
mimmbemifduyeearseuen  (ndividual) 18%  (corporations) nawan
(estate) WALNaMWERY (rust) wananii mssLuNgMNElsEmeamIgaEmManh
‘madeiumlu 2 ey fis svduAgnanats (Federal Tax) LLazﬁxﬁuuai’gﬁaﬁadﬁu
(State Tax or Local Tax)” zasamaneudsnyssnmsiaiiueanduniiiuldynns
13340 (Individual Income Tax) mﬁ@au\lﬁﬁﬁqﬂﬂa (Corporate Income Tax) Wagm

Wi ok N (Withholding Tax)

’ Harvard Law School, World Tax Series, (Commerce Clearing House, INC.
1963), P. 365-366

" nassseniavnaminiAudumihsmtegniauiudumimmedasldinelay
watlsslumivdassaniundfuadsdont  uwadtunadirimstowsniselonivionsen
IfunFumaselomnd nwﬁaz\la,iQﬂf‘q’mLﬁ‘nﬁnaqm@nw'%‘anaaw%’wéﬁmwhxﬁmﬁuﬁﬁu
vazlomliom,

© miflwssisipuanaasiaiunnuslaniflimnetenfiam snuneld
mloamaliviamasan sumissiiuuaimreratuariafuanmemEas g u-

M weafusineed, winmsdafumBamsiuwanami
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3.1.1 midu i ananTINm

mﬁl,i‘m‘lﬁuﬂﬂaﬁﬁmﬁmﬁumnqﬂﬂaﬁﬁumé’ﬁﬁmmﬁaﬁj (United
State Citizen) Lm:;i{ﬁﬁ'uﬁ'aﬂuﬂszmﬂﬁﬁjmﬁm (Resident alien) 8wy a3t
Ufifathaduaiu Teo¥aiuaniuldfyseansmenldsu s idsuanmemlaly
dszmeamganinmielimminunsadulédlan (World Wide Income Basis) uay
Sdumbanyanassasend bifitufioylumnamigousm  (Non-resident alien)
Lmﬂm‘iu‘lé’ﬁiﬁ’fnmmmﬁaﬁu‘[@ﬂuﬂizmﬂﬁw'fjauﬁmmwﬁﬂLmdqﬁiu\lﬁ (Source
Rule)! ToenimsasfiumiamGuldiomefynaasssan 3y (Gross income) Tinm
aemsdanmEauldyaaaTam i sandeagrinfumBlusanidniuiy
Auldsomau o Tadlifiersumnsimadmmsznfesiuldsosenniu wenen
ﬁa::isiﬁmmﬂaz,mn'ﬁmdmuﬂﬂaﬁimﬂwﬁumﬁaﬁmagﬁuﬂﬁﬁuﬂﬂa B STUE

[E 2]

(partnership) 6o siuldianegshiafi oy lugufidyreaiefaduiulfeamnas

- Fi /

fifufieylusumeansyoudn fia daglmssmraniyouimidunsomsaths
gnnpsneendidies (Hfandumia’) uatHmIMARDY “substantial presence test”
(aflssunmamsypuimethalosfign 183 lulmiu inaghulsumesmiganim
| aahaﬁaaﬁam 31 iusluﬂmﬁuazcimmﬁfuﬁaeﬂuﬂ‘ismﬂmﬁfjaL;ﬁmﬁmmmﬁuénmu
‘1'?*;asﬂuﬂszlfnﬂmﬁﬁaLu’%‘nﬂu 2 Srowmibiimitagiiuanaafies 1 1w 3 1amaddiun
raulnifagiie uaveens 1 Tu 6 dwmifaesrandimithgiu Farhiuwdosnnnd
183 u- Code Section 7701 (b))

' Price Waterhouse, Individual Taxed A Worldwide Summary, (USA : Price

-~ Waterhouse, 1987), P. 300

SammAduldyanassinmaniudanimwih (progressive rate) laa¥auiulu
fiandioue 15% - 39.6% uanehafulUmuanIBAAS 14 laa s Wiswmih
A1EUAT- AU AUTINMADNESUMLNERANLN 3

‘1_]" ~tan n\lud G dsl,"vvyd P yv':i
sunmnmjmmm HAMIIAUNLAE UITAUNNAUITU PUDIIMANTUAIUNN

= - Y 2 E R e 1 . ) % AW A F=1
noUANEMEaINsuAINaNY A LT (conduit) WIaYIads (pipe line) BINVUINREN
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ﬁﬁmw}jﬂuﬁuﬁaw%L’:ﬁﬂmLﬁ@‘lﬁ"ﬁ’u 445 Internal Revenue Code (ssaadwgine
amizain wwenduldoendu 15 smamuslaisriadivariie Sunmaioen
Ussmiuldmadnwnesosiulalaafldindfouudygmngune  Taswuen
Guldifenslimilunsundundmininlnasumdamsdadiamsanaviams
A n meendubisedfundeendotustinsmerassiiianioy e
rdlumllunsinandswdwiviuldnasmm  efumbemansorneaildng 14
vnEAETILANMIAM (investment deductions) ity eaniianmsaslumin
viwd uazehldaislumsfviagafia (trade or business deduction) mndiuenldane
NG (personal expense) aslyimssnrisndineananiulald uniiu dldedu

g Vs [T y A ¥ w % A 1% w
yaraunsiifingmanuuesiinled @ sandluainmsBavisdufingendudy

darimiuldiommeaahaius Ui Suiusmriacen uasmiasgniaiufigidu
PUAIMUY
“IRC § 61
- dnl e miuyaeasrsumE s aentndu 2 Usann fio
1. dfor (deductions for ACH fin dﬂ%’ahm‘"immﬁm‘iﬂﬂﬁnaanmnf&u\lﬁﬁﬁwmﬁﬁtﬁﬂ
mild wu aondeanndmiagtia mmmqﬁmmannummmwm (ugu
2. d-from (deduction from AGD uLNlMEY 2 Ysunm i
21 elhemumums (itemize deductions) 11 M3NHMENLA pandivanmsas
in sanibuenmEeiv eandeanmdmaliesy dhis
2.2 MBENERUEIMYAAR (exemption)
d-for n‘juﬁﬂ%'ahuﬁﬁnmmﬁﬂﬁﬁmm (gross income) Wae d-from Auenlgaufivnan
Suldndasnenldensunm d-for (Adjust gross income) 1ntRsnidawEa AN
ndwﬁﬂ%:hmﬂugm (standard deduction)
“IRC. § 163 (@) (1) MlFhvanmsamuasinlabifudmuduldanmeamu

(net investment income)
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(qualified residence interest) penslsfimuen e msUGlaRlEsunsan SN de
Mt (tex-exempt) azlsiamsmbsminenl¥sale wu dildasannssaRustiaasiu
V3 BN UB TN FLNA L{iadmnmnﬁuaaﬂﬁﬁnﬁﬂ%’aﬁUﬁandnmﬁ’ﬂiﬁ%lﬁumﬂm"
Urlomiaahenimssmi (double benefit) aiousnlumslg¥umsanun wasess
7 2 luninenliny musnemadoiiin “Sudnnmdeiulias unming 14
2 ﬂ%ﬂﬂﬂ@ﬁumﬁﬂmamﬁu (the same dollats should not be deducted by the

same tax payer for more than once)’
3.1.2 mBGuliHifyaaa

iy aeaduypenduimunpransiraiiyeeacmsnnangany  daiu

IfyneaazimaninainmAsmifusatufiuandwnnyaaassanem Wy inowimaug
& ma v 1Y () 24 L . o

Tl Afymesasiuinuldmanominoneiyd (acormal basis) Tumnifiyaea

L. Y . - L7 J 3 . A 1

By neimauunmstiiueg (cash basis) uaATNAN Y (deductions) S

24 |. v i :.: ! A 1 1
enasemasilidiarsnaasTanmuinti g msvinshantiaugaglunesas

*

wimnaiana azadwadstiulstanaemnsinuudasiansetiulinsdm
nsdiyanassINammiussniiganmsssneussiavsamsiamansohanine d4y
Ieiummmsnudusistomensgsia - wisasinen Waumafidusd wiaaumsslalan
2 A e . o ¥ ) s [} G vooa d’i d: L Y Y as
dasfmdngniteRgadlihlondudy ww lusfiuduienfossfuduadiaing

o as ] * as t:‘lldl 2/ ¥ o g d’i r 21
triddseney usaziansnaiulunsdingisunslilasnsmhnendedadue gy
: o dl .' a o ve . ) v G [ 1 14 - ' s
mizafiagmeuaninldviedmm udasmansoinifueaantauldludimmlsic 10,000
um tussiadimi wsinsdlvasmigeniniiuasssnsmbasnidefinwildanatiay
ovdfaaniinen i s maulaglsifimemnuinigs (qualified resident mterest) uaznsel
o8 L3 o 1 Qe 2 A~ Y] A o A &
A eeanninisinealiselulsandamizonamuassand npasndendeiidaii
mmﬁ’nﬁﬂfﬁ’«jmmummﬁnﬂuua::amm'ﬂum'iﬂszﬂauqﬁﬁa

" Joseph M. Dodge, the logic_of tax, (West Publishing Co., 1989), P, 20-21
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(dependency exemption) mLﬁuacg]mﬁw’%an%mwé’mmeh (alimony payments)

&
i)

manguanuuLEnifyaeasonidu 4 @Jtmmﬁaﬁfmqﬂnﬁaﬁm@mﬁ dun
Uigiuy C (C Corporations) U383y S (S Corporations) VARG
(Partnerships) watfiamsidtnnmden (Sole Proprietorships) %ewqﬂﬁmﬁumﬁvhaﬁu
ok

1. whemBligifynes wanuls Uikl funsiadimangmny 18
C Corporations Asiifyaraazgndmifiumily 2 sefy Ao TediAmanmeldarsiy
ARRETN ORI

2. whmslsgnm pass through entity \l(;fu,ﬂ' S Corporations ﬁwﬁu

b = i = J 1 =
A (Partnerships)  Uasfiamsiamasnife (Sole Proprietorships) Falillmszmit
el ustaefum#favsunaviu viaiudam wieditwdnes andnaiwefiy

fioviu vidarilwiudau viadifhudias [d¥uammisamaiisuam pass through entity

1 d‘l, oo e o di = 4 a 3 A - ‘1!&9
wiwmilugulidyarassgninnumBludanfifisiuuaranandeiulit

i r:l' ° r.a' X 1 =] i o U ; @ :‘v A
sueuiinganorimue tasisdudeSuldAunifinguineivue uaranasdnaimil

WHIEMBSEN pass through entiy fip mbhanfaedawmdula Wi

L

vhingolieffiovumiuyanaossumbsifiu 35 eanfenfas@umiluding

Lol 1

wuL S

whE g, ?

Vaua U U RedanaN (association) NAN (group) NHUMIAMU (pool)

q

flan133uM  (oint ventue) ANLUAAR (eyndicate) uarasdnsduladiiaammou

(unimcorporated organization)
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LfiaLﬁu‘lﬁlﬁundwﬁngwmUﬁwwumiu 2 fnumse (buble) fa §A7 15% - 39% FwsuTe
Tldudau o - 335,000 WRLYEVSY Wavdam 34%, 35%, 38% WAL 35% aE G
dwsudul Al drudone 335000 - 18,333,333 m‘%’umﬁw%ﬁm‘lﬂ nande dammiay
s 16% - 30% UnsdammBasaaaanio 4% Lﬁ@t&iﬁtﬁundwﬁngwuwuﬁwuum
uazhsuluinm 35% - 38% uasaensnadmitoluinm 35% WelldBun i

novaeimLe - Aesausniinrson|dEd da

1. WRynaadyndaniganim (Domestic Corporation) fa fifiynnafian
vudeudadolulsuneanigamim (lace of organization) axfanhesnduftidEan
a LG ] d’ 1 LY 1A ¢ y s ) &

fariuduldusuaniu o bideddunnmssiilduiladodundlusanin
whnnumasduldilanasmin Wodd Wide Income Basis laglifimszmiin o 7
' 4-!.{ d| s 1 A & 3 Lo :.: 14 v

feamnasndufldiunnumseduldhalsumaanigoudm Faiu avbiflenauanela
masmisswhaduldmalsumiiy adlsion Gfysaassasnsesindrldneidians

alFhefiduluazaumslumesznaunsfia

2. Adynaadnlsunefisgnoufiamsludsundanigaudn  (oreign
corporations engaged in business within United States)’ Qﬁgﬂﬁﬂlﬁﬂﬂﬁmwwﬁu

Centesuamnuraeiulelny SNFEVIRaENAmMAN Source Rule

3. DRypnaesumeRfldsenaufanslusemaaviyantn wafiule

snunasiuldbilstndamigosBmasgniafiumiin o fslusaned @at rate)

-

whumBhuifyaaaagniafumEludneme buble sniuSingwims
~\MD1BW (professional service corporations %58 PSC) audumilusas i liiaed
Auldtuseule @at rate) viu meliusnmmamams viamslsiusnsmeding

" AL TINgIEMTNSA NIy NETIMUTEMeNWIN 3
 Harvard Law School, World Tax Series, {Commerce Clearing House, INC.

1963), P. 447-448
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Idamdasns 30 anaiuld enunsdiiuditurioylsusmefioudeanmitouty
'1J'5::mﬂﬂw‘i’jaLﬁmaz‘lﬁ%umiunL’a’uﬁaa@maiauﬁmﬂmﬁmuﬁﬁmum‘lﬂuauﬁmmwLm’

aealiy’
3.1.3 MmN o Hid1e (Withholding Tax)

yraasTIneEliefynAsvigandm yanasssumgiitufioruimigandm
Uiy raadnyndanigandm  uaslidyanasilsanadivssnayiamsiulsuneeamiy

o 10 u\l Al —u o dl U 21, I 1 [} d\lw
ENINT AEIMNMIEMEAN T1L N8N NLLENION GV LA

natiy anasssed lidifnd o lusumeanigousdn - (on-resident
taxpaycr or NRAs) It sﬁﬁuﬂﬂaehaﬂizmﬂ%\amﬁ'ﬂ‘ﬁsnauﬁam'fl.uﬂszl,ﬂﬂﬂw%fjmu?m
sunenidy amusaduldlnlumedviganimasioadenin o flusamion
av 30" amL*'J’un‘srﬁﬁLﬁmjﬂﬁuﬁaﬂuﬂ‘sxmﬂ'ﬁ‘ﬁaqﬁmmwmﬁ%’auﬁuﬂizmﬂaw‘fjaLaﬁm

Rrqs b -} ] 9 ~ dl £ s ] L
a:ﬂ@mmwnnwiaa 213 aauamﬂmwmwnmum‘lﬂuauﬂ LIS RTRLL

’ Price Waterhouse LLP The_Price Waterhouse. Guide to TIN_Compliance
1996:1997Edition,(IRWIN. Publishing)P. 83

" yarasmnen biffufiayluswigousnt uasiifyenasestinedenldisenay
Famshilsunsaanizansn aweadummin wfinennduldilidanumssiutelu
Uremeanizasim pndudulanlasumsuniin s (ax exempt) ¥3ansmaLiula i
uriyarafilduaniiumi Jaaulfelusinmsmiin w Adedmiuildsngm
| " Harvard Law School, World_Tax_Series, (Commerce Clearing House, INC.
1963), P. 447 - 448

" IRS, Publication 515, “Withholding_of Tax_on_Nonresident_Aliens_and.
Foreign Corporations”; Withholding of Tax, Score 87, Size 14 k, Last modified Feb-

04-1999 (http//www .irs.ustreas.gov/vsearch/iatoc)
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saduld mdlsendeduoidoud 10 wiuyandy wasiusinoudug
b 4 3 "L & :‘} rdl 1 = \Ly a a ] ‘-1 <3
600 wanramagimiaraasiiuuuuifonenumstululdiazimoums  arhalsfionn
nadguldiuifynen  fwestSumssniubideduuionsmmanuiuly
ustethale maBuuwuiemasmmshuiuld nsdleanduasdosiu FORM 1000-vT
(interest income) rﬁ!ﬁﬁhuam FORM 1099-OID (Original issue discount income)
unzndiduldieg FORM 1099-MISC (Miscellaneous income) WnnTusaIwins Far]
uuldeudasiomianssiindidumBunsiiiuldiadlufmsanishigtums
.ﬂ.rll L= Vel »oows B L= | (L ° v 1 o & R =]
Elumnmqﬂumu‘leﬂuumﬂwmmq-tﬁumwsa‘lmmﬂmmammﬂi:awmtdtﬁumwgn
fa fauduldasdoninmi w faneBldanioosy 31 wauléviadiuns Back up

{n‘i L (o a A
withholding tax Z9ansnsnueniein 2 nst fa”

Lo o

1. Undidumivde] 1983 AAGulddoadwiiamianisdulidums
wavluiusashiassradnddunmfgndas winligndnsBusandus$y

2. Un/iRumiriautl 1984 Afiulddaauriomianssidagifem

" nedmatuliinddyeeaded fo iy nnadndanly Gfyanarasume
LAARTIINAMAMMKUN TN (individual retirement plan o IRA) namwiweAufiag
yulufiiu (real estate investment trusts or REITS) #eninmitiu wemsndmanmiwg
(Broker) Q’tmwﬁmﬁwwﬁnﬁwu‘w‘%aﬂ?iwamsmm's (security or commodity dealer)
uaviamiumieesigie dnfumaiu’ minany (middle man) Fpiaeiasne
Tnanarsiiusener ssdnssswhatizng wnznampiviamiceauneneas gahaiuld
‘Ls\iﬁwﬁwﬁﬁmﬁmmuLﬁaﬁmm - Price Waterhouse LLP, The Price Waterhouse
Guide to. TIN. Compliance 1996-1997 Edition, (IRWIN. Publishing, 1996), P. 1-7

" Ibid,, P. 29-49 '

" dwuntn FORM 1009-MISC (ildissnmengy) glishiimiitemian

swdwhridum® lanbidaahluiuseanuissddngiduns
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*

BNETMNTGL “window transactions” ::agjm&ﬂéfﬂg Back up withholding

.d.dll-' -1 o &s L ~
tax Wwwiznsinassdiaulsediag 8umi

inslfefifomBlugi@andormuedngm fhuestoninmiouls o
fanuludinn 31% anduldfiTwenafinamanuddedin nlimmeinme o fswly
L2 =1 u.ndl Y A o l:{l £ = ;:I.dll.‘l -9 R Y
AneNaTsILAefaaBumBin o Adwuddumi wensdidadulsfe
mmﬁngwms_Jﬁmum‘lﬁgné’w’muﬁmﬁLa*aﬂs::aﬁﬁ’;rﬁlﬁumﬂ‘naarﬁ’fxﬁu“[é’lﬁqnﬁaeéﬁﬁuiﬁ

wdpadueuiisludan 50 wiugeviy

aghalafim naditaasemelve faeduldisig i aeassmtsiiug
agbisunelnomans@ifiwhidasinmt o fidw 19w natifidyanagaedule
Usnnaaman Winyanasssen uinsoizassumemigpimanieciuldeeimii

vinmi# a4 fidhe amngnsifiifudsuluntlaifiiufioylusemeamigantm

wanant  flasnnsruumas aumivossemeiny g e @ sanan
P ar o LY I S v G
Uasmsay Fulsanedanmzenndnsiudiy gidouisvhnsfnnasuum ey

miaausunsawnseaninselfaruuysensenmiule (schedular system)™ e

I} | F=1 L7 4;’
YIMMAILTLUWLY 9

-

window transaction MNEEI AONG AN coupons WupifsrsaanmIwgdiqua
¥y Amanrnemmavisimgamslaiiu 1 9

" Karen B. Brown, "Applying Circular Reasoning to Linear Transactions
substance over Form Theory in US. and UK. Tax Law,” Hasting Interenational

and_Comparative_Law Review, 15, 2 (wint. 1992) : P.196-197
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YsunaaunsamninsudaenlssnnGuldiemssadumBuandstiuaan

i 4 Usuon @

1. Usenm 1@ (Schedule A)" afumBanwarninlsssd wieuselemifi
AeduannenigisldSunnfisuluanmanadng
2. Useinn & (Schedule D)* JastumBanmiwdBuuatiarilsudsuenaan
S 6 nadl fa
21 Case I SoifiumBanuanm suasatsslonifldnnee
22 Case 1 SasfumBainuar lsuazaselomildnnnmnoy
1w WA TN ANATIING
2.3 Case HI %ifmLﬁumﬂmﬂLﬁu‘lﬁﬁ\lﬁ%’umnmiamu panitiy My

o e 2 & a4t
1seAnilan « duea uasmaanifgsms

:

2.4 Case IV ¥afumannculdssnisemet i gnnmdnniwe

(1137

25 Case V dadiumidulsanmaudsusensiumalsuns

" Ui 1§ (Schedule B) Saufiunmfimnardwihlll gnomaniudl 1990 uassunm
% (Schedule C) Saviumianuarnlsfiatumniduiiunammene gnundntull 1906
Tomsamarlwssnm & nadifidn (Schedule D Case 111

“TA § 15

“TA § 18

" Sidiausid) 1996 Wuduly axderuumnardlunaiedumBuldsaomi ned
fiehm (Schedule D Case 11l T NNYANATTINALALHAL ARG
" s 1906 gl SmsendnmeiadiunBsuliismd nadid
(Schedule D Case IV) dwiufifiyena Insfoduduldmalsumd  nadifien
(Schedule D Case 1) & wiuildynan

T3]

mBduldusemi nadifivhil (Schedule D Case V) a:ldiufifiynnaminiu
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26 Case V1 dnfuminamisionadsdlonila o Solimnagmeld
natiaulemaaissnnd (Schedule D) wazlignimifumBneldsinm 1o (Schedue A)
wsa Y3un 8 (Schedule E)

3. Usen 8 (Schedule B) Soviuniituldaneovdaiudendiiean
duinaundamsneny

4. Usunn oW (Schedule F)7 SmfumBaniuimauasmsdmiuas
fu o anidyensflifuieylnansmenatng Fecliiundiuldvd oo
nlErunsiaiumadulsyanassseainis Tosarbildlunsdafumesule
faunea) foiu nadfuswATRuayusmse nnins LG uma AT
afluansmooninsselaifinmenBanGuwaine

Toudulfunasssnmaviivdninned masuniini R ssufiuiazsmms
%’Uiﬂu\lﬁtﬁaﬁunﬂmmﬁuﬁu (It is important to identify which Schedular and
Case the income is taxed under because cach Schedular and Case has its own
rules which used to calculate the profits on which tax is payable and determine
the date on which the tax is due)” iy [wizdul#serm & nadifian (Scheduls D
Case 1) uax Usum 3 (Schedule E) audesinm®® o A ludanfouay 20° faviu
msﬁmumﬂsxmﬂﬁu'lﬁ'ﬁaLfluﬁlqdwﬁrﬁaﬂszmﬂawmmmﬁn’sﬁawﬁnqﬂl,muﬁmmmu

npvsnatianmaiiiuade (Form over substance) Yl lalsaasuunganetsems

“ 1A § 19 mBduldsnm 5 (Schedue E) avllduiifynaaifiosnn
fAynnalaiznanTosiussamld

"TA § 20

" David W. Williams, Principal of Tax_Law, (London Sweet & Maxwell,
1996), P. 30-31

" Dora Hancock, An Jntzoduction to_Taxation, (Chapman & Hall, 1994), P.68

" Walter Sinclair, J. Rothschild Assurance Tax Guide 1996-97, (Orion Books
Ltd., 1996), P. 35
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annrmninTasioneanidatueshaaurmuanmsl#idu (interest may be regarded
as money paid for the use of money lent)* ﬁu‘ié’fﬂixmﬂmanﬁutmzﬁu‘lﬁﬁﬁﬁn&mx
AenfiuiusandsmeldssuumstaiunBesassmamsweraninagniaiums
1 [T (73 r.: 4 W -’: ] X . n‘ il z
nanenaulmalssmiggnfingmaneday dwi gINTINNAETe AsFe windey
dawisy Safimanidioucdsayluenai®n ddsds uasurioutse Swdwinldmtinms
~ oA ,:'i’ s S 4 I -
WeriufiuaanisasgniafumBmugUiuurasdyn  leess@omussuungmany
Usuneansanninsfiaidudiaauwmann msleiwdAuuayinifasBonind@ums
shwudyniie flgiaauunmuannisldidu (ire purchase are not payments for
the use of money; they are payments for the use of the asset hired)” MmAaBviay
o8 [ 3 G I a d: L2 [V ¥ & n: ﬂldr 1 ~
Gurauhsefiduty  dasnndugniamSeiduiuuisds nadifdumadymemstu
(financial lease) MNFLMUUF YN MIELAIRzDa UM i L
A o P ' '1?/ VLY L 3 a 1 o
Reanduudsagaefianidudmammannsigrindduisinnu® uaensdiludoutin
) 0y 1Y a_ X v 8 R U L - | t:itl
snuqUiULdyenguIneriariiohilunsteneniwidu daiu wihslaanidousds
atlGuraudravagiiadwi banmesenindtuilldsands Fau fasB aude uay
"oy - d Aa "Llad‘dv = [ P-4 ' \1 ' v & = 1&!
Queloudior FeuliulmldnwasdmiunanduwlogaslignianunBmeold Usann
& nsdifidm (Schedule D Case 1) iwévau@uldusummenniiefuipuandyn
m3fis usazgniaiiunidmaldsznmiu q (Schedule) maqluuudgynmangyane
Suaraamaliiaywilummanauemt  uazre Wiaem ki dusssaiudidumtou

BaTUfiRe lulsunetine

1 ¥ w [~} = i & ]
agslsifummmsniiaiiomivansensmijasdmazuandsanges
Usunelnenalsundavnsanning  dasmnusenelveldstuunan  Tosvhnisugs

wandszm@ulduaziaifumlwduldud assvmmaaianmsfuanaaiulUaug

“ ECD Norfolk, Taxation_Treatment_of Interest, (London : Butterworths,
1984), P.8

*Inid., P. 18-19

“ Inid.
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mmﬁmmn%aﬂmgmnﬁwﬁmnwﬂuﬂﬁ W.T. Ramsay Ltd. V. Inland Revenue

Comm's, (1981) 1 Al BR. 865 (L) néniasniuafl Purniss V. Dowson, (1984)

1 ANER 53 HL) athalsiom wnansdimsbildlaguuuulsemansonserild

A o A FogLr S N 1 1 J i
natiudEngUuuy 3 egnufifdhdumbunsiendsnnnatoiuedionu 100%
6l:*»kflJﬁ'.!‘Ef"’r’l‘1:5% {Moline Properties, INC. V. Commissioner, 319 US. 436 (1943},
Comnmissioner V. Bollinger, 485 U.S. 3440, 349 (1988))

ﬂﬂl&ﬁ’ldﬂau (circular or self-canceling or multi-step transactions) Mangfla MTY
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50 - 54) azalsnena ﬁﬁﬁaﬁuﬁ&na’mﬂuﬁﬁﬁﬂs‘iusl,uﬁ 2531 daluanarmtialaifing
whlanganeanaa 40 (4) () faiu mimIfidunanMINguLEmeRaaHeN
nanlulfagiiu enandansnasTmnsdansmiaem 40 (4) (n) amfauioufumule
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4 Sersvraseaniuinem  Jeefohiuiulddsnensipesfuiduaendlngts
a’faaﬁm*mnLanuﬂunmhﬁﬁnﬁmmﬁl,ﬁumlf
K nmRe oS nnueiind It wan Substance over form wmuumm
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NOMANBLITNEIE §oisEm sRmaumTAfLmidsumeanitiumsnagly
panssalssaveng ) e Beufiouussdiornlumsin isigrnsdadium

answisaneinedaly
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Junlselomidune 9 fladedisnsaEusasionseiuleaesy  wwreenduniiv
fum®” lasmaseanidef dFuimasangituwioglusumsanigandm wazaandon
§ ififuf oy ludsemeemigaudmuasuiineaUsemealdSuanuvasiul dluseme
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‘ n w1 ,’; A‘ a ' w
Sugeumsiuinelénandeaansmeduifiduaondinnds athdsfimn aands
AV vy o v da [T O a 1 “ L Wy
Aldsumansfaluigdtuiniihdssaindtushnaznausandueananiyivis
awdpsfuddiuduldilelFummnsdanandebiin@Gudn  uitiBumlsinomiag
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“ Old Colony Railroad Co. V. Comimissioner, 52 S. Ct. 211, 10 AFTR 786, 3
usTc Y1 880 (USSC, 1926) ssi iR idiaenzanaenids ynidueaoumuan
Vo G & 4 = ; ) & ' dducI ‘-1””5“
mildiduiacioidiusonily wu Point vanahs enTaismsionivlounvinifese
simnalumaAamasoumannts biffsdie Suifleimuamseiv (up front fee) law

n [T i - a v oAveva vlpué A G A 4 av
QAL UG 1317 DLATAINA W IUTURNE D NENNY Fsha eenilug iz
27 M geos A ;( dln [~ L Qocil [ A ow |7 o 1
bl dsuuanmilaanaanidefiGunifulunisiiialihazindndseiuwialsl
“ Linda E. Carlisle and Geoffrey B. Lanning, “Tax Treatment of Substitute
Payments Under Securities Lending and Repurchase Transactions,” Journal of
Taxation_of Investments, : 247
" eendluananmmisamesguasiadivacldumasniuniafiunivonsd
Aduldifuynaanssumuasiityana
" Regs. § 161-7

“IRC. § 861 (@) (1)
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Ltmumi%aﬁmaawﬁmm (employee stock options plan or ESOP)* wlesumsuniiu
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Gulddsunmaandumeldszunguangysumeanigans maziinaiogy
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finpadumnauwinmlduataduiuldsunmeaanidslinazalugUula
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sy wedhedelifyaeatatiuasninaanguifnaeadioruemuanan - aanidud
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3.2.1.1 apnilie
C xe
n. aeniulaeniy (mputed Interest or Hidden Interest)™

dv v a : dl ] !
aondiuleeiy Ao eendefiwbeylupnmmmwhapas
- o aal a A s w ﬁ .
nadims iinlesfiranidludnidnnaemlonsmmmain  (below-market interest
l.lavpud HL:.«, 6‘[ L V) -1 14 v e
rate) WiReliohiduasndelamivnhfunmasmesseendy wavdiavsamndne

ausenidelaesiy (potentially deductible) Wirusandemammaaa

X g F-.) é 1 o

FINTINM TV AT TVH vIapINTmsdg Menutauive
Suandde ursdygn iR mivdRuuLasds vingsnyssiuledafienwutumsseay
Aufmisuins  ganmadenanasiiaruwisilumaiidmadewiifledde lédy
ﬁizTuﬁﬁmnﬁuéﬁﬁau‘imi (the time of actual economic performance) Mnthse
wiladiniwhasrhiuhgnevied snigteviedfun Andtudulunmhamit
' | -} 1 o (¥ l.!; X Y o Ia ‘IiJ [ J 11’0 L o L
MAurmsamuIms duiu sEaviosiuimssslowsandiedmouniialniuganevior

TiSnsustaedidfins s Wlavtauds® Sujidemsenan Wrmudel iy tiwdil

vanainih  filansismiifennlaeladmanmeazsndmensiiu
' . ¥ s oL e oo N X
Iidudmandund “aonduloely huwssditansawmnsmiuiebifieends
' n' 3 1 L . { (¥
gnawvdadfiapdliserinssenm dfeasssmanimideoenlasuanalauuiy
w’iwéﬁw%au‘%m*sma%'nmamﬂuTomﬁuimﬁu‘lm"ﬁnﬂﬂﬂmamﬁﬂgmm‘lumﬁmwﬁ
d o g n: i . }Al LY - A' 1Y
viadenaanidufisaplaunhdaneendumanamame maiulaofinmzeendoisy
P g o d.-’ ' 4 L 2 .l 1
nhdeneaniumamamnmaoraziiume ianandslamoundiitdiowaenan

Tosauduads W lutadman

“LRC. § 7872
” Daniel 1. Halperint, Interest in Disquise : Taxing the “Time Value of

Money", the Yale Law Journal, (Vol 95 ; 506, 1986) : 378-379
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Transaction Between Interest Dates) Sinstianamviidnelnudinoniy Sldnelu
et . . A a a [v; v F i 4 a "1 v v
Ml maa (discount) wWiaTaMEEMRUNSIMINE (premium) FeavaBine luiige

o l:'i = L -4
Sal Geusnfavsonldesd

1. m‘imuwmmwﬁ%aﬁmamﬁmﬁuw (sales of obligations
with accrued interest) AnETIMBgREshynondls viemsnermaE it
ﬁ(ﬂamﬁ&}ﬁﬂﬁﬂ (sales of obligations with interest in default) ﬁamﬂﬂmﬁﬂaqr}mu
umnen fat price fla Msnuanrmillagliiaendunhy trade flat) Sofmuaene
s leuTsdudiasaani o (accrued interest) %etﬂumamﬁuﬁtﬁmuwﬁe
SuineBlumenny (dirty price) mam‘ﬁuﬁuLL@iﬁuﬁsi'muéaﬂﬂm‘mwuﬁa’mﬁmua:
fodutuidumomaandovesmeluding® TndlifodwiilfarBennams faiu
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na'm::ﬁaLﬂunﬁﬁw,‘?mnmm:ﬁamwama:ﬁﬂjwmwﬁﬂaqé’ﬁﬁu‘lﬁ“‘ WaINHILY

" MR dirty price %S0 full price WunTmmemAAaTEAN
mwfiﬁmmgafiwaamnmwﬁﬁmamﬁuﬁmm NWAMUATINNEULL clean price
Sumsdmnusadameanmamif binseandusliumeneemans - waum
npafesined, winnwieumBensluanamd, wih 54

“ Regs. § 1.61-7 (d)

“ Regs. § 1617 (C)
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Uslemivionanonula o fiddesudvindennsmsfaasgniindumaldanm

viawananunnyy lagarlsifiadduaandle™
3.2.1.2. #uae (Discount)
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Fennnmmaandvieam anaviineleetiduan leedmngaudvenas

" biock wnufe nmaBaiuinsaniemoiudinenn seus 10,000 Fuduly
wiovuflyaedous 200,000 m‘%uryaw’fﬁ?gum

¥ Rev. Rul. 54-251, 1954-2 CB 172.

“IRC. § 1273 (a)
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pealsfima fflasunasa@swIng (internal Revenue Service)

. 9 e 8 o K"[ P S TR '[ fd‘.n;; I-’I-F-r-{do ,
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AN LU maqwﬁsnﬂuﬂﬁ Com. V. Morgan, 272 F. 2d 936 (9™ Cir. 1959) kazlu

" amaiicnanuauen e 2 Ussion fo anenTmissura (short-term debt
nstrument)  SuamEminSsznmmsnaulifin 1 8 uauemsewieomm
(long-term debt instrument) Suananmiintsvznmms linawiu 1 9

“IRC. § 1273 () 3@ ansriianaondy 0% awsulyBemmamind
é’ﬂmmamﬁa V4 993 1% (de minimis rule)

“ Com V. Caulkins, 144 F. 2d 482 (6™ Cir. 1944)

" Rev. Rul. 56-299, 1956-1 CB 602
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AR Rosen V. United States, 288 F. 2d 658 (3d Cir. 1961) uasansnafiniluad
United States V. Midland-Rose {S.Ct.1965)

lsun# United States V. Midland-Rose (S.Ct.1965) ABALNTI3T

e ous =} . .\ R an 9 1 dl. o
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) [ s £ .r; LY g a: v oo % ! = =4

nnnudnniwdumawdsuasdanep nideiuyass q‘lummmﬂgmﬂqmms
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o < A o ' i v € v & a
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=1 d o - = wr &
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¥ JOHN K. McNULTY, Federel Income Taxation_ ol Individuals, (West
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¥ Grandon, Barry G, “Bond amortization,” Tax_Adviser, Vol 24 n3 (Mar 1993)
: 161-162

“IRC § 1271 (C) @) (A)

® Jeff Strnad, “The Taxation of Bonds : The Tax trading Dimension,”

Virginia Law Review (Vol. 81:47) : 48-49
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* Linda E. Carlisle and Geoffrey B. Lanning, “Tax Treatment of Substitute
~ Payments Under Securities Lending and Repurchase Transactions,” Journal of

Taxation_of Investments, . 246-257
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* United States V. Manko, 970 F 2d 900, 902 (2d Cir 1992) Cert. Denied, 509

U.8. 903, 113 S. Ct. 2993 (1993)
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w13 @ gansd viavam Wudu waenItififyeeasgiugdygidun®im vievieiu
o vianosniwidu vianounen defdamifnainlindifude fdmaliide

miswmfandaudmuemaiuineldeenliaslunllummanauim

faeng Wil 2541 w0 meniwddulaamamudavdisy Tiun
wiz 1 Tnefinewu 1,000 um wrelusm 10,000 1 e o anadasrausrseen
nindaudu 3 90 vInae 3,833.33 viull 2541, 2542 Ay 2543 MmN LNy
sandiumaSaTee dolesiminiRmng 1 idnaminddudall Wi o limen

[(ude 10,000 Lm

1,000 —— 10,000 — 10,000

Woudise 10,000 G 10,000

St dpflRamsldusluminnmdninaiseangmne 1RC.
§ 453 (o) ﬁ’mtﬁﬁmﬂﬁQ’Lﬁumﬁmwﬁnﬂ%’wﬂuﬂ'nwﬁaonmammm{ﬂunmmdau
e lungdyn ety iumdadasiuiussdonififaturauidde
2 MIVBEIUNTUMNARN f’hé’éﬂiﬁmmwwﬂ’fwéau&uda‘lﬂﬁauﬁ%ﬁmﬁumm

domnaiau

L :.‘r Y 1 |5 w & [ A ) | A
AIUU e[ummmnanmdmu Uiy n %mammm;uuiﬂmmu
:; ° 5 e .d. W & w 1 |l [V s
9,000 um Fledmanluiun e a “EJ']EI‘YITWEJQHELWLLHWW £ LL«'}T’J'] wig n 'QL’EJGN\'.(H‘E‘UTTﬁ

F1TEUNNWIL U AUATL
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9. fyntemneravtrsAfldyaendulFauds

"3 ¥ ] o A L4 L7 14 [} -4 LB
Fynenudeutssdnunamiwdautiungdaleadidun
-1 ﬁL %’ Vs n v & ﬁL o 3 P o g ﬁ
aanifalunmTany wifasmwimnamIniEsiunmiigauietareiusandy W
msulasduldnanidulitiunaldnnmuwiotsslemilumainaldemiadanm as
¥ g 1 L w e W J v A
lsfimw amneansdidpanngranaiautlams U s lumianuiyg@snanlwiug
7 oo 1984 Folw vEYRR 6 w1984 dresewihsdenuaadule
A) l:v [ 74 1 ] - 1 ] 1 ‘ o
sandeiWidumaldnnmaldasnmlfilsduniangarhaweingmanald Wagen
a-“-ll Al": 1 s :\‘ o ‘é ( L) alt dﬁl
ﬂamuaﬂmnmommanmuﬁluwmﬁgnmwmﬁluﬁwm PILMNAUEISE  INTIMMETY )
:&’ [ - n\lv. x?(’ \1l¢‘[ [V] ril A (v (3 ol 1A t:ll’
danurautsdllanmuanandu Dingdauas Fsmamaninaiingwanufinninanits
loestuunsos™  Dumsuendamspsns@ouimuenishezBunnnempebifudulén
111U35mﬂmantﬂﬂ (imputed interest means reclassifying a portion of the deferred
‘payments from selling price category to an ordinary interest income
classification)” ¢ sxladflanuuansamemsymfasnhadyy Bonusoudaefinle

ssynanifeifaudsiudyndenureusiseiisaeaniieHlasdauds
3216 dgygradd

1 L7 ~ . 1 A =)
malW s Ruuiats wanste mafiyananfialoudnlums
. 2 e 6 v i ; A - . .
ﬂ‘iE}‘Uﬂ‘i@]GLLﬂgstmﬂauﬁlﬂttﬂi)ﬂlgﬂﬂﬁ‘ﬁﬁﬂﬂF_INT}N%G]‘SEEJY-L’J&'I (leased is defined as
transfer of the right to possession and use of goods for a termn in the return for

consideration)” fAdRK Wit léFLRatluenmayumuanmsig i Wis S iwdau

“IRC. § 483

" Steven J. Rice, lntroduction_to_Taxation 1995 Edition”,(Ohio : South-
wastern Publishing Co.,1994) P.13-18

“ Lawrence P. Ingram, “The U.C.C. Lease Definition : Adaptable to The

Documenta'ry Stamp Tax,” Stetson_Law . Review (Fall 1990) : 1
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wimﬁmﬁummmuﬁmmﬂmﬁ’ﬂﬂ WA M E TSN RLLANEIRINMS W
WO AN m‘smmuﬁmmwhﬁ*m@nwaﬂss‘[mﬁﬁQ’lﬁLﬁﬂﬁ%ﬂ%ﬁaamntﬁm
wa fianiu Gliiswondpimnumindduidelimindauesnnmhitacliia venand
i wuriasasdasiganhelihuimunlumsidnindawien Jasiu Jiwon
daanmdaniwiBuwiudumiennnritiand  athelsmums g mnAuuaats
whaiwiyghethmiludsdGeulaastaananehiuanealy nemfia Ml
whw‘fwu‘ﬁuuunﬁﬁésma%ﬁ%ﬁaﬁsnﬁm (cave-out) \wafunmemiheindaulaoi
vuesEze Foi ﬂ'wLﬁwLaaxdeﬁauﬂﬂwasqniauapﬁuﬁmmmﬂﬁrﬁmiwéﬁmmu
fea ocholsfid panswlefdifiglaumsnsovamoaarroemmednliurdin Tous
fmmessanmfagldvniauniufuaslsifailumany” ussdbiiesldurhonne
Tnmenafidurmdmissosnmi Wi freemmdauy  sensufmanaziady

AN

Aarigufimsusemeld Tax Reform Act 1986 (T.R.A.1986)

pnsmazgnieTudumasmiwifuunast (ease) snnfiandumsiemitun

(inancing arrangement) W3IBS Tmume]Naﬁﬁmnniwm'sﬁmﬁwuiuﬂum'{lﬁvﬁ'l

nindRuiuvAsdwunissany doi linsdifidongnemlautienensirosridumsl
va A

wmindduuuuaate  udf e Gonlsmninanassnonstwuaay deuduns e

MWD EULLUETES (true Lease)

*

fugh et eweseinolaofis iiudlisdmiuns SniwiRuao W
' A ) '12/ 1 o I'ID ' 1 \lll v € . - - 1 A&
1 - BavamslEmamams@ueasd idlunslanwiduinsnuassuimatuleviadn

. d! [ U 2 v K
vavils Huehaauumuanmsiniwiau
¥ Com't V. Gillette Motor Transport, 364 U.S. 130 (1960)
" IueimaT 19 SemuwenanfiasauvansaRRInINgMnEARaEETIRe
[ Y] o ‘[ a0 e . 2 o g ddl ‘1‘1
ANMIAMEUYUIEIaNUILIY  SahrmssunmrenauuuloulelugUuuuvaams
Wsuuudagenly delu Jsfimsusulgnpmnelaegsnssile o Aufhedenimsiy

whuuyaadeualdidoulanmfidmunas e midums oy s



153

wERIMA 31 Funan 1983 AmstiwuamsamIwiAuuuy
Ardarhialn mgdynnsemsnufifmsdarvussaanousng q'snﬁuﬁtﬁﬂﬁmzﬁaiw
Hunrsbigwnensiiu (financial lease) Jufunmiiish e fIdudemulunimday
Lwi“l.ﬁ%’uﬁmdwﬁmﬂmﬂﬂgﬁwamﬁéﬁu wae b G aihunoplirwdaue: lé¥y
wamlsangsnsfifiets agholsfins warhlsdananafligematimmannmslwgEuls
ounindAusasnu  (fd)  udidushaauuwmanms i Eiuduenselumsds
iR (manidn) name mstmuans g mndauLLAsSerialng Dunsus
LLHﬂ'@‘sm‘mﬁ'Lﬁm'%wszwjmm's%amﬂLLazﬂmﬂﬁwﬁwéﬁuuuuﬁa%d Lﬁaﬁmuﬂuﬂﬂaﬁﬁ
anfvinenldsemagshiauaraudasma (uﬂﬂaﬁﬁaﬂ’ﬁﬁndﬁaNﬂmﬁa:{{tﬂuﬁwm
v¥widAu)  prelatiew  nadifidunniisviwiBuunaatesernasme  (cross-
border leases or double’ dip) Uismﬂaw‘fjaLaf"smazaurywmiﬁ’gjﬁtutmﬁdﬂadmaﬂai'mz
dugigmiod MinlduantslumimemBefoniuindudmemindgu fou ¥
uay Wi ludgnpamiwifwwyiadsarasunadEnifasineidasmm

unsldumasiandanmsaapainningiubsameamizonsm®

AssnameaaansmimIlsymald TRA. 1986 dmiudyg nderh
tg +r 3/ [ 72 I [ = [
fundennd 1987 muldngunesnansnauasmanssmnsagim T Tona sy

PITINTININNNDFULUL IR (substance over form) athslsfimu NIwETvING

(RS)"  vhmarmuandnnomins s miwiduwsia®e w30 True Leases o

* James S. Schallheim, Lease or Buy, (Harvard Business School Press,1994),
P. 57-58

* JOHN K. McNULTY, Federal Income Taxation of Individuals, (West
Publishing Co., 1995), P. 184-187

muwinmstinAasasnsnudaantdiiy 2 Ysaom fo nuliseufineu

A [} 3 L | s
(operating lease) FaDunsidizesdu LLasmﬂwmwswﬁﬁuﬂ‘izmﬂnu (capilal lease)
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¢l

Operating Leases  nsmmstgi iidulumumdninnmifirminastiodu  Condition

Sale Agreement”
1, ANuoiEanIms I MWD BumUY True Leases

RunsaEswNsfisnifiadef Rev. Rul. 55-540" Wuusimalu

= ] a ra. & i s (¥ § o
myRasan ¥ iedudynfsteisll Taufhmuemdninamiuamdumsiamon
146 madl daiw Mg miwdBuiuuassmisisnmsmeeafinsaswnsrmsasstiat
Whimstemindfulessidonly (Condition Sale Contact) Hl#flumslkigmiweau

WL ARTIREN N (True Lease) Twasiiuadmias

n) Building equity through payment fla NIATIMIEST 98U
: &) | 1 1 [ 1 LY ' 1l o v v €
rasnnudwissshunsnwi it naasssnamalitentuma i miwd Ry
Ao I L v o€
fe%e usmoyhisishdueganimdfuuny
%) Automatic acquisition of title at the end of the lease i@

A’ v L2 G | x 1
mslaunsadns wniwdiulnutnluii@iiafugasgnvam umsie

£ &t a o 9 :; 1 £ v € i o
Jias ﬂ"l'ﬂ%k‘ﬁ'\LLUUﬁWNLWﬂHHTN AIUN ﬂ'J']NL%El-\']LLﬁBﬂ‘ﬁ&iﬁﬂﬁluﬂmﬂﬁuﬂﬂuﬂ’ﬂumuﬂﬁd

1gs

vANaLIRE- Financial Accounting Standard Board / FASB No. 13

" True Lease AU SLENDENITR Nonleverage Lease tia¥ Leverage Lease
Nonleverage Lease fia nsbismindaufielinind mamindauilislocammiln
niWdAuraMNAed Leverage Leae o mslifglisufudmomindanitlvian
lpenapluniwdawluinnm 20 - 40 % uaeBndnam 60 - 80 % A WRsiEanan
FANTIUMTEU

" JOHN K. McNULTY, Federal Income Taxation_of Individuals, (West
Publishing Co., 1995), P. 184-187

" Albert R McMeen III, Equipment Leasing Guide for Lessees, (John Wiley
& Sons, 1990), P. 162-166
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f) High-front-cnd rentals with the lease renewable for
nominal amount f@ msahaml,ﬁﬂ.uﬁmuﬁqmazmmsn@iamqnmﬁﬂmaﬁmwﬁm
Gumimoufirma - matmuelinemislimoufgelussessnuagihadusey
wivaedana iaansodnenlFuldanisdlfnnnidaneutmsing fadumsld
Usduminnniisuuudsddumefifedsiasia

| 9) Rentals exceeding fair market value rent fl mahdyan
uuLARGRiimsssi iU nasuahe R |

3} Specifically designating part of the rental as interest, as
in floating-rate transactions #p  mammualag iR louBeuE e
panily 19 Samaandisiuaani

%) Nominal purchase options @2 mﬂﬁﬁn‘ﬁﬁrd'éan%’wéaﬂu

1
o oA

nanfmmuadleBugaTruzainise

ﬂf_h\'li‘iﬁﬂ'lu ﬂ?‘iﬁﬂ'ﬁ'&iﬂ?ﬂ‘lﬂ?ﬂ&Lm’JY\NjMﬂ'\‘iﬁmmﬂﬁdﬂarﬂ

dawa Wi lsiaauuasia ifismmhafiangenaifanisfienanthannang 19w

Af Graves V. Commissioner”™ maﬁwmﬁﬁas‘i’mwm?ﬁé’w’ﬂau
wnasuvaiwiRuii ndamlan i isindm Synpdonariiudygfereils |

Synlremndfuuuaase

AR Oesterreich Vi1 Commissiorer” | waRdananemadile
TimuadnEUuLRIMS IEMIWIRWILY True Lease UWAnmampsaUiamngesgiyen
Wermuatssnmeasignn Wissnndyanlasadumsldismindduudstmia ey

Aavsonldanammasgdygillspuussedug  Feluedidinanmaiasonan

” Graves V. Commissioner, TC Memo May 14, 1952, 11 TCM 467, 152, 143
P-H TC Memo
" Qesterreich V. Commissioner, 226 F2d 798 (9" Cir. 1955)
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P09 gTInenNd T s W AU Aide sy heudhfids

oW w € as n’{ L7 .’i T s"lj afl [} a
whruneviniRuswiveendy Sygpiuauiudygenadlsdygie waelunsd
fimmdantaerindRuwiofugadyidenimmamenidussssasminddu o

v v f ar 1 al 3 (L7 ]
T miwdRudinanavfiadudyy@erulilddynyie @s a sae rather a lease)

athalafims luad Lockhart Leading Co. V. US/ sa?fiad
U 9., I ol ; L U { 1 ﬂx
P fisspsnmdwliofvutuaymslfrusaminduiliigs  nmisiwavste

R nmsnmmemeidussTuramindauas e dunisne

uanmnﬁ lup® LTV Corp. V. Commissioner” Nayms
HadruaedimsWanitoniwiaulmem  10%  soemmmiwidwdodugaszamom
g rneifinoihdynn i iidyadmaifudynn e viwd Buuyeds
ilosvnmenf Waniaviwdvinaniummamafidussamamindaulanismanm

44 :
WdUgAITIEIA N

I@mﬁﬂLLﬁaumﬁ11?1wmmﬁana’TJGJmmﬁm@jﬁmtyﬂunmﬁ]ﬁ?
Fymrasgmiuniamanumsimsednencessdyg - wnadfdudygfeneas
Aamonammstounsndns s s mauREu AT e
duzasrenifeludis Wisavlumsdansonswiauiia it muatiimila

Sl Fenitadamsdeuaennmee g du

athalshid il 1975 leumqisimmhefngenaiensfions
Rev. Rul. B5-540 41N dewaslﬁ’nmﬂﬁwmiﬁmmﬂﬁuuuﬂamﬁnmm-ﬂu Rev.

Rul, 55-540 ¢ananalamsaandiiaduarmiifl Rev. Proc. 75-21 wisfinlay Rev,

" Lockhart Leasing Co. V. U.S., 446 F2d 269 (10” Cir. 1971), aff g 54 T.C. 301

(1971)
™ LTV Corp V. Commissioner, 63 T.C. 39, 1974
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g h | :J 1
Proc. 75-28 Rev. Proc. 76-30 A Rev. Proc. 79-48" mmuandninmuims figigwia
RS Bellnmsnd@aaiidmme  awnsosal¥nsuasswnsaand3tasuvmensdl
(Private Ruling) Jfasirhpsnysndanarafiums Wiswiwdfummy True Lease o

ausumel”

| 1.1 Minimum Atrisk Requirement 8 ;ﬂﬁtﬁwﬁamﬁaﬁu
amsuinssazmesloniluniwiRunssaigmag Taudiladn 3 sesom @ seny
aENd srpsmms i uasRugassisamns Mo st Jiehisnedaeiiuag
yuotfluviwdAnibinliioon 20% sasmemindRurome nadiniwdausiyae
ana Wi aedosdumy dail aRdbiRldiuda o demdes uasadls
gnimsnndug s uslasiufieslida ([ you have nothing invested, you are
not at risk, you cannot be considered the tax owner, the lessor; you are just a
lender)”
1.2 Minimum Estimated Residual Value @ 1unirﬁﬁﬁtum1
dvganyarminiidlidaandoliioond 20% apanernd Ao

deunyneh

* James S. Schallheim, Lease or Buy, (Harvard Business School Press, 1994),
P41
" Prvate Ruling @8 ﬁﬁﬁaﬁunmﬂﬁmnsﬁqnﬁmmzdmﬂﬁ‘lﬁﬁwaqnﬁu
yanaaw o umenly

" Albeit R McMeen III, Equipment. Leasing Guide for Legsees, (John Wiley
& Sons, 1990), P. 180

" Ibid., P. 169
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1.3 Minimum Remaining Life for Asset fg Lﬁaﬁuqmzax
nema viwdauhiisnsdiamms Smumtolifaunth 1 3 vio 20% sesunsly
alaeiszannimaamIndRu Wi

14 No Bargain Purchase Option fa F;{’Lm?ar;ﬁﬁmﬁuﬁuq

121 (lessee or an affiliate of the lessee) av sl 4ansseniweaudd i @lurmenit

o dl 4 1 all é v € d‘ ! ﬂ' 1 .dl.
fmuaeRugasrarnaIMan visteniwiduii lunadnhmaeaefidures

nsnEInARasudms A fianiSanindauly

o 1 L . z " L) -
1 1 wieyanigdiefugadynninidudyanzenauouiifeuly dumedammnms
(3w vamsiisdadidmammiuianaadumimen (condition sale or loan, the

lesse may take these tax benefit)”

1.5 No Loan from Lessee to Lessor fin luunensdigishnraly
Wi BaduRofonindaufinnlfiss wiadmerusiunsfiaiubiund s
wisdifisulundrenmsasmindiu Tunsddnamayiliddudtinsadrts
 Tun¥wedan i nadins s miwdRunAafa s (pumported lease) %eLf]urfsnmJ
ﬁmwﬁwﬁuﬁwu‘ﬁuﬁams.f}maaéq W (ne) s (uﬁa) HaUSITEFNT I
Fuyasmam¥ndBunsaadnt uniwiRualaundueesdis (82) (puorted lease
as a transaction in which the title to tangible personal propeity remains in the
seller until the paid rental installments equal the value of the property, at which
time lessee becomes the unconditional owner of the property) ﬁd&u purported
lease axriaWinemETLTE MM tien sy (secunty nterest) TouftiEidums

Wisuwuasddlenntede® arwlsfion winnorhdatieralResgmlundifin

” Tokai Financial Services INC., "understanding Leasing & Financing,” Tax_

&_Accounting Issues : 1-2 {(http//www. tokailease.com/Lease2.htm)



159

a 4 1 "~ e | 1 r; e £l x w . |
mafiujviarafisniwdduiis Ssdanaliiadudintsdvtuniwd ufiging
Ao mawitigm fa msligbhsduduiudqussiadsudygniudmassmms

atalsff Iull 1979 nanasTwInsYimsean Rev. Proc.
n' £ o Lk T [ % A 1
79-48 WRaldisl Rev. Proc. 75-21 riwmabigihensnanufinlymiwauiichlé &l
mahifaeuifemsurimssddigremiwdauii Jaquasasdivanrsidsey uac
1 1 -1 v s & - | v LY 1 ﬂ'(: 1 d‘
I laismnsofaniwiudwivafamdaiulysnanidlumemfdnimansage

ﬁuqmﬁmmwﬁw

1.6 Lessor Must Demonstrate Expectation of Profits fig :ﬁﬁ'
iazdasmeanmneldfimerilafldFuanmsbicr Touarhlsasvnludane fivdany
vavindAnildian  Somusonesauldannmbensimuefldn s
vuelumadyn YaInNdELaRTEN ﬁmfmfam;};ewmazﬁadmnn’iﬁmu‘lﬂmﬁﬂ

»v
VW AU

| athalsfima wlh Rev. Proc. 75-21 sxfiléimquszasdlapmsy
it muednvaemsig windfuiuudads  (True lease) udlumoufiidnsy
- v .2 ! -yl L3 1] : L3 x L) ]
srswnsasimdninmdanaasaldlumsifesidgsnaadinsshinshagdyg i
miliiemIwdRuuuistasaniatedold  dol et s aufiFms
[ v 3 Lo = Pl ' S @ o w - \ .
nininmintFanaazldfunmRamnamemsanyntildnsdvindauwnasdae

Wa3a (True Leases) wianasaiumslomeniwidu (Condition Sale) wiaman b

* Lawrence P. Ingram, “The U.C.C. Lease Definition : Adaptable to The
Documentary Stamp Tax,” Stetsonl.aw Review (Fail 1990) : 3-5

" aehulsfim Rev. Proc. 75-21 sanamazlaldiunis e o RsRd miusoems
aamndnuoRienans W %anwaﬁwmﬂﬁﬁrytﬁﬁwﬁmlﬁﬁmwwﬁm“fum'ﬂﬁ
ARSI MR R8s o terminal rental adjustment clause (TRAC)

or open-ended leases (M3 MEMSwiAudmSusnowdansnusiwenldiiu 2 Ussrm
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2. inpusimsFusrisuaemainenldae

2.1 m3ismiwdRuiuudsBaimaemAfmamaninoi

NINATIWININ UG (Rev. Proc. 75-21)

fo open-ended leased WH¥ closed-end leased closed-end leased l.flumﬂﬁl,‘ﬁ'lﬁﬂ
5@mmrﬁwmﬁ'Lmvmmﬁ'uﬂmmﬂuﬁm\mﬁwéﬁmmr.jﬁt;'ﬂﬁvﬁn fo dyguside
ﬁrymﬂmﬁquLﬂm.,Lﬁmmﬂadnsmaﬂﬂu‘mauwm Touavdastsramimnig
mﬂmmwummameuﬁwzmnmdﬁmmannuummaﬁuqmé’mmwm n'ﬁmmdaﬂ*mmwm |
mnmwamwaﬁnuumuaﬁuqmﬂww mﬂunﬂﬁnHamﬁmaaaqnannwmmnmw
sgaﬁwﬁn’mumi‘jaﬁuﬁuﬂtumw dihasidslomilanlidosrdardmenida o Tkiuedlv
1 FaunTydAdnanitwietiasiud idhanms s lumianendamene:
isdamitannaamulu$wdauid e iidumudsannadudmmingiu
athawiSelauBams W Atignensdonanidi condition sale contract Swudlufin
Winlausmeaansamimnnddenanlal Wiy anasssuen  wiedbisilén
viwdmloulaifinl dosnma Tax Reform Act 1984 Ihtlavmiiniiinns TRAC
waeflon TRAC ldfusasanmsmanonimsleauihinsfene e fdi
namadliiudynnseudflumssduni oo Fnafinme lawdfigaedias
udrihnuvddsnavgniluimstuacgiabifbendy s0%  snamslfoudsitregnie
TuiwdmassouudieTngusaedmond (MminessmmasaTiamimsam)
amﬂiﬁ'mmmﬁrﬁwaw‘bimmmﬂﬂu‘lﬁmn:§L=ﬁwLL%'@«ETBgaﬁiﬂgnﬁam’anmﬁﬁmni nsdih

sl ﬂmmwauaﬂunnﬂaman':tm'i‘swmmav‘m?ﬂﬁﬁ‘i Aumivmemd Teuumagiinle

3

femasifeadiime. wissdsa i ieennlumfgniadiat diiasdngn
selmsmaunifye@ivasngmang- James S. Schallheim, Lease or Buy, (Harvard
Business School Press,1994), P. 54-55 |
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211 nsdtIieneiuirmeuumildumadygms
wminiBuudadadueugy Tnufoiduinléioll  Gudshomeldigonen
w%wu‘ﬁmmuﬁﬁéo‘lu‘szwdNf]mﬁmnnﬁsl,%’w%fwﬁﬁwmﬁtﬂumfr FofBumitaid
nvsa@niwie bifidmmesnaidudmadumssueigt 8 f /the lease payments
are : rent, incurred or paid during the taxable year, required for the continued
use of the property, for property used in a trade or busines of the taxpayer, and
for property that the taxpayer has neither title nor equity in with respect to the
payments made)” lauijahaansoinedasmaranriwdawiilia &

luf) 1981 amﬂmLnﬂm‘ﬁum‘lwtg'lwmmmmwnm

L%E}N‘a‘wm\lmuam‘i‘u‘aa (the accelerated cost recovery system or ACRS) éﬁﬁm‘l‘a‘ﬂ
Bandtmesmonld 2 38 do T88um3tuay (percentage) HarIEAUNSS (straight-line
method) Wi minluft 1986 Tngl Tax Reform Act 1986 hmsuwilayBuvaasmsvn
thﬁlau'nmLflum?ﬁnfhtﬁ'auﬁﬂﬂuﬁmmﬁ'sxmu‘lmi (Modified accelerated cost

recovery system or MACRS) ymastauenviweRuaanitu 6 Usun mmmqmﬂ%’

" Albert R McMeen III, Equipment Leasing_ Guide for Lessees, (John Wiley
& Sons, 1990}, P. 47/ IRC § 162 {a) {3) rentals or other payments required to be
'ma.de as a condition to the ‘continued use or possession, for purposes to the
trade or business, of property to which the taxpayer has not taken or is not
taking title or in which he has no equity - FgLTuFABLUIKINTS EMSWERY
loerfdulafidmraseaiudmamindfunionsndvt imnwdaudia

" ACRS - Accelerated Cost Recovery Systern vl sepzMMTINAWADa
-nmﬁ;amwuﬁummﬂngwmummm ot Use wangmsldom 3 0 Idun soemd 5o
wrmnenadn esing wavgUnsoiflfumsiouantiamn tsmmagmslfou 5 9
I6ur wlasinsuasgunanl Usamengnlims 10 @ 1 vswiAvEs Siia g
Uszeeflamzaena 1w 30 iWdmiuusnisens savdsuamargnsléon 18 9 leun

<t e

i
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¢

amsiaust 3 - 20 9 (3, 5, 7, 10, 15 uaz 20 ) uaneaibduiussomeamnday
otslsfion meldseuy MACRS amslrufingnnerimeasgnisade ilamas

F=) 1 By & A ¥ 1 r-%
AunmilumsldFuduemdnmdidunulusssssfiduniung

wananfi - g Iiihagld¥uinsfanSannsamu
. . * ! : ‘4 -
(investment tax credit or ITC) HwjMisonidenfiavansBrifiacldfursdnmian
maadpazdaaTAndna MWIRi® (pass the credit through to the lessee)?
AnsiamBanmsamualidewmminitud s dunsndaulnl  fadlisidaniies
. t & J 4 [} \ i . | ¥ A .3( L)
doimasdadnanlufisr Abiissnsofissduniuddlusenfigauangils
| «ﬁaazﬁﬂﬁ'tﬂﬁ’rﬁlﬁ%mdmﬁmnLmﬁmmﬁmnmﬁammﬂwﬁu winifonflasdsely
o ~l L4 R ol = 1 1 L] LY Al ; d' L UL T
wsiamBmeamuliundislesdenfuiuhmndinindanidiegele s
doq gWeeelfidewnsdomnnmeasubiindis unsdfgbinficdes
nmfashamnanan e nsdidinanazdaa big e e lsminn
& Al A 1 A | S 1 ] = dr i
il am#nnnsamuiisannbifi duldndntndudenmenfsowefiaglé sy
daglond wasilpsrninsRemiannsasuasiiimaviugegeingmnuoygnaliinla

luusiazd) fotiu isfinmBanmeasudauisshildliassansnunuaadoumislyinty

L N a oaq 3o ' a
investment tax credit Wiwashani MiwedusBauargalonsamuluiedos
./ -n' (=3 (2] b 'ﬂ o a 3 1
Inwuscqunani@eanssiinmenanda.  (ncuian Swmnsinflduasivagiu
auazissrmaaminiiu i niwidudsenymaldon 3 9 18 soedd sousmn
=3 dl L u‘% 511 o o~ ‘1 | @ A 1
WIRAN esasdnuargunInidsFun i iuseiienn acldunsdamiainmeamulu
BAT) 6% toamemINGAU LasnIwdRudsuinnmsldon 53 1Aun niwdRuasnndun
aidunafamBannmeasuludon 10% weeneminddu Holl wsdnndanmag
yuashluineanansnumiiidaadalosnss doin aaneennenlfefiasinaon
- Dd'd w1 1 h= ddl LA | sil ' = =1 L
aniimldifadumi atholsfimunsiifgIisideniiaedsimuasinmianmsaauls
unididh JiWsasdostudosunasuanimadansiansnassmins
? William Ruland, Manager's Guide to Corporate Tax, A Ronald Press
Publication, 1984), P.82-83
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“ Albert 'R McMeen 1II, Equipment Leasing Guide for Lessees, (John Wiley
& Sons, 1990), P. 86--87
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Tud i serzna s Ines e NmEn present value (The term “constant
rental amount” means, with respect to any section 467 rental agreement, the
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agreement) ﬂ%ﬂi‘-ﬁyty?L‘ﬁﬁﬁﬂﬁﬁhud‘ll,ﬁ%ﬁ:u%u (increase in the amount to be paid
as rent under the agreernent) Lwi%‘lﬂfﬁ’ﬁuﬁmtmrn'“}ﬁﬁmiﬁmmr&wﬁmmmué’mm
Isiifin 250,000 wiugyamy Wiafoymalienmiund 1 1 1RC. § 467 @)

“1R.C. § 467 (¢)

“IRC. § 467 (a)
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ﬁﬁﬁ[ﬂuﬂwmmaaﬂ%wéﬁuﬁmﬂaauam:: SRS (fair. market value)™ haelas:

“1RC. § 467 (e) (4)

¥ Tax Management Portfolio, “Equipment Lease Characterization”, (Bureau
‘of National Affairs), Portfolio #545 ,

" Lockhart Leasing Co. V. U.S., 446 F. 2d 269, 272 (10" Cir. 1971)-opticn
prices based upon the expected value of the property/ I111. Valley Paving Co. V.
Comi., 42 T.CM. 909 {1981)-option price represented fair market value
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® Am. Rea.lty trust V. US 498 F.2d 1194 @ cir, 1974y Breece Veneer &
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“ Haggard V. Comr., 24 T.C. 1124 (1965), affd, 241 F. 2d 288 (9® Cir, 1956)-
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" C. Richard Baker Rick Stephan Hayes, Lease Financing, (A Ronald Press
Publication, 1946}, P. 46-47
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o i Frank Lyon V. Commissioner, 435 U.S. 561 (1978) daifinadalunfdianarniiu
N Worthen Bank fitafingdodsmaminmslumsdudwasmmaimashe
My winauuaLEun Frank Lyon Co. lusien 7.6 umdurysmiy (udmom 7.6
dnanduyandgdiinan 5 uawBoyanigiuduyuens Frank Lyon Co. uavdin 7.1
e wnSERandy Frank Lyon Co. {jfasnain New York Life) uanthndulay Worthen
Bank ANasaued W Frank Lyon Co. 08¢ 5 lidw 8 wﬂum%uruﬁw%g;ﬂmwmm
26 T FelmiatiusIR U uiu Frank Lyon Co. axfiassnuimidugun
New_York_Life uasmdanniudisnranawmiotey 3 WivwIam3y w30 Worthen
Bank ﬁﬁwﬁﬁazéammsﬁuhjlm_s_LMﬂmﬂﬁgmﬂﬁu@gﬂﬁgluﬁgﬂimggj
eI U WA Frank Lyon Co. #emiensain Worthen Bank wnm’ﬁ"_&ﬁﬁuﬁ

¥
Worthen Bank ﬂaﬁu

Frank Lyon Co. FmnedasTMa e ARN
:mnmimnuéammi (investment interest) UfiAMENIINMTIRAREMBINS
(Commissioner) lavnel# Frank Lyon Co. vhmsvnendosmen Toefimgwad
Worthen Bank iwidnsesamsamesuiuase filg Frank Lyon Co. (fia9ain Frank
Lyon Co. hiuuisilavmeimeaiug o Afuaeiludhrasmesiuiasefo
Worthen Bank ot eual Worthen Bank S1edafumasuduiiug nenfa iiud

Guuaneuaanide

o Joseph Bankman Themas D. Griffith Katherine Pratt, Federal Income Tax,

{Little Brown and Company, 1996), P.346-349
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Investment_and_Financial Decisions, (Prentice Hall International, 1986), P. 617

“ Willilam Ruland, Manager's Guicle to_Corporate Tax, (A Ronald Press
Publication, 1984), P.88-89
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Financing, (A Ronald Press Publication,1946), P.146
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“IRC. § 483

“LRC. § 1245 and § 1250

 C. Richard Baker Rick Stephan Hayes, Leagse Financing, (A Ronald Press
Publication, 1946), P. 146
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"™IRC. § 1212 (@)
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