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“A leading Principle in this area is expressed in
the view that a transaction which formally
complies with statutory requirements will be
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unavailing to reduce taxes unless undertaken with
a business purpose.

The sentiment expressed in this doctrine is
appealing: if a transaction is arranged for
business purposes, tax consequences should be
recognized; when it is established for tax saving
purposes, it should be ignored” (R. Rice, “Judicial
Techniques in Combating Tax Avoidance”, 51
Mich. L. Rev. 1021, 1041, 1043 (1953).
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H. J. Rudick, "Acquisitions to Avoid Taxes" 58 :IX7) o» J11¥% 03700772 IND
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LYY QIpni (XD .(Toward a Uniform Approach” 52 Minn. L. Rev. 571 (1968)
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“A different ruling would mean that a prosperous
corporation could buy the shares of one that had
suffered heavy losses and wipe out thereby its
own liability for taxes. The mind rebels against the
notion that Congress in permitting a consolidated
return was willing to foster an opportunity for
juggling so facile and so obvious ... To such an
attempt the reaction of an impartial mind is little
short of instinctive that the deduction is
unreasonable and cannot have been intended by
the framers of the statute” (Woolford Realty Corp.
V. Rose, 286 U.S. 319, 329-330 (1923).
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