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“The nontaxtation of unrealized appreciation is one of the most
fundamental aspects of the federal income tax” (Supra, at p. 160).

s Federal Income Taxation [23] 11902 D.Q. Posin 2012 729

“The first step in ascertaining the taxability of dealings in property is
determining whether a gain or loss has been realized. The concept
that income from property must be ‘realized” before it can be faxed is
one of the most venerable in the tax law. It is clear that when
property appreciates in value, the owner of that property has in some
sense enjoyed income: his net wealth has increased. Yet the tax law
has been loath to tax appreciation on property which continues to be
held by the owner. The courts, the Congress, and the service have in
their combined wisdom down through the ages resolved upon the
requirement that before the appreciation in value of property can be

taxed, there must be a ‘realizing event’” (supra, at p. 146).
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“The ‘no significant change’ notion strongly influences the
nonrecognition rules applying to transfers between legal entities and
their owners” (supra [24], at p. [8).
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