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PREFACE

This text differs from most current income tax casebooks in a num-
ber of respects. Many tax texts, with their particularized analysis of the
law’s subtle twists, are more akin to treatises than casebooks. Unfortu-
nately, when inundated by detail on entering the complex world of
income taxation, readers often become confused and frustrated. This
text seeks to mitigate that problem by focusing on major concepts and
their underlying policies.

The text stresses a problem-solving approach through the use of
numerous, short problems interspersed among the relevant materials.
This problem-solving approach parallels a “real world” experience and
thus helps to develop legal and analytic skills. Moreover, the text and
problems focus on property transactions and their attendant tax conse-
quences. Because federal income taxation is a prerequisite to other tax
courses, such as corporate or partnership taxation, the taxation of prop-
erty transactions — an essential building block for the advanced tax
courses — has been emphasized.

Although much of the study of federal income taxation focuses on
acquiring a technical knowledge of the tax system, one should also be
able to integrate this information and its intended policy into a broader
social context. Toward that goal, Chapter 1 presents a broad introductory
overview of the federal income tax system. It does so by offering a
collection of readings that highlight the components of the taxing system.
Thus, the major considerations of the tax system are confronted — con-
stitutionality, economic impact, revenue generation, administration, and
illegality and ethical concerns. It should also be noted that the selections
of Chapter 1 reflect the various “sources” of the tax law — case law
(Tax Court and circuit court decisions), governmental studies, legislative
histories, and law review articles.
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XX Viii Preface

Starting with Chapter 2, the text follows the taxing formula, begin-
ning with gross income and then moving through tax deductions and
credits to tax rates and tax returns. The statutory taxing formula begins
with gross income, a concept encompassing the “accessions to wealth”
on which an individual is taxed. This is discussed in Chapter 2. Although
“gross income” is a broad concept, Congress has narrowed its scope by
excluding various specific items on policy grounds. These exclusions are
discussed in Chapter 3. Additional gross income issues, including to whom
gross income is attributed and when a particular item of gross income is
includable, are presented in Chapters 4 and 5 respectively.

After determining gross income, taxable income is calculated by
subtracting statutorily prescribed deductions. Issues involving deduc-
tions are discussed in Chapters 6 through 9. The permissible deductions
fall into four classes: (1) those associated with the conduct of the taxpay-
er’s trade or business, (2) those associated with an activity that, while not
a trade or business, is engaged in for the production of income, (3) those
not within the first two categories (i.e., personal expenses that typically
would be denied deductibility) but that, for specific policy reasons, Con-
gress has authorized as deductions, and (4) artificial deductions (those
for which the taxpayer did not expend funds but that are allowed in
support of various other policies, for example, the personal exemption).

Issues involving the calculation of taxable income and the different
tax rates are discussed in Chapter 10. In addition, the Code authorizes
various credits that may be subtracted and, in limited cases, mandates
additional taxes that must be added to the regular tax liability. These
issues are also presented in Chapter 10.

The material in this text and its accompanying teacher’s manual,
both of which are current through November 1, 1993, reflect the valuable
assistance of a variety of people to whom the authors express their thanks.
Initially, the authors wish to thank the fine staffs of their respective
institutions, Arizona State University College of Law and Northwestern
University School of Law, as well as our publisher, Little, Brown and
Company. All have been particularly helpful and cooperative, in particu-
lar Kay Winn. Without their assistance, the project would still be in its
embryonic stage. We further wish to thank the members of our Federal
Income Taxation classes at Arizona State and Northwestern, on whom
we inflicted various drafts of this text. That usage, accompanied by
student comments and reactions to the materials, permitted a far better
refinement of the product than we would have attained operating in a
vacuum. Particular thanks are due Professors David L. Cameron and
Dennis S. Karjala, faculty members at the Willamette University and
Arizona State University Schools of Law, who reviewed earlier drafts of
the book and made valuable and insightful comments that assisted us in
improving the product. Finally, we wish to thank those research assistants
who assisted in constantly modifying the text to incorporate the unrelent-



Preface XXIiX

ing barrage of recent congressional enactments. In this regard, particular
thanks are extended to George C. Little, Jr., Edward Niestat, and David
Weinberg.

In order to ease the reading of the cases, some citations have been
omitted without the use of ellipses, and in some instances footnotes in
cases and other quoted material have been eliminated without indication.
Any footnotes that were not edited retain their original numbers, while
footnotes of the editors are indicated by an asterisk.

In this text, the word “section” or a section symbol (§) refers to
sections of the Internal Revenue Code and the Regulations promulgated
thereunder; Regulations or Reg., Proposed Regulations or Prop. Reg.
refers to Treasury Department Regulations; Revenue Ruling or Rev. Rul.
refers to Rulings published by the Internal Revenue Service; Revenue
Procedure or Rev. Proc. refers to Service-published Procedures; and
Private Letter Ruling or Priv. Let. Rul. refers to Private Rulings (without
precedential value) issued by the Service.

Sanford M. Guerin
Philip F. Postlewaite
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