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xxix

A Note to Students

Many students, maybe including you, view the income tax course with hesitation (or
horror). You may be concerned that tax is nothing but numbers, business, economics,
finance, and accounting, i.e., not only incomprehensible but, even worse, unbelievably
boring to the liberal arts majors that many of you are. Don’t panic! You need neither
math, business, nor accounting expertise to succeed in this course. What you do need is
an open mind to the reality that, when you enter law practice, your clients will come to
you for assistance in solving problems of everyday living: divorce, real estate, family
property matters, small business, tort claims — all of which involve issues requiring a
basic understanding of business, finance, and taxation, a basic understanding without
which you cannot communicate effectively with and successfully counsel your clients.

We believe that the study of federal tax law is essential because tax is the one subject
that pervades almost every other substantive area of law practice in which you may
eventually engage. The study of basic federal income tax requires you to begin to be-
come life and business literate. We believe that good lawyers know more than the rules
of law: they are true generalists who know something about business, finance, and ac-
counting, and, equally important, a great deal about life. To borrow from Justice Car-
dozo in Welch v. Helvering, tax cases are unique (and far from boring) in that they deal
with “life in all its fullness.” We have found that tax is an ideal medium through which
to introduce students to basic business concepts and to discuss such basic business and
financial matters as borrowing and lending, the time value of money, basic intra-family
financial dealings, and the different types of business entities.

Even those of you who come to this course with business, accounting, or science
backgrounds, and who think you do not have much to gain from this course because
you took a tax course in college, or because you are good with numbers, have much to
learn from the basic tax course. We have found that we can impart to you an apprecia-
tion of words. After all, statutes are written in words — words that must be read slowly
and carefully, words that may not mean what you think they do. Numbers are impor-
tant, but you can’t be an effective lawyer without developing facility with the “language”
of statutes. We hope to demonstrate to you that a lawyer’s approach to tax is far differ-
ent from that of a number cruncher.

Thus, we believe that the basic tax course has something to teach all law students
from whatever background. Liberal arts majors need confidence in demystifying num-
bers, business, and finance; and business and science majors often need to be sensitized
to the power of words and their creative possibilities. It is the confluence of numbers
and words that makes the study of tax law so vital for all our students and so challeng-
ing for us who teach it.

We believe that to encourage students to study tax is also pedagogically sound. In the
first year you studied the development of the common law through analysis of appellate
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decisions. After your first year, however, it is imperative that you become more focused
on the study of statutes. We have found the course in federal income taxation to be an
ideal medium through which to teach rigorous statutory reading and analysis and
methods of statutory interpretation (employed by courts and used by tax planners).
The federal income tax course also introduces you to the sources of law and the legisla-
tive and administrative processes that are vital to virtually all areas of law practice. Fur-
ther, through the federal income tax course, we can help you learn more about the Con-
stitution, federalism, and the basic structure of the federal government.

Although we believe that it should be the goal of the basic federal income tax course
to impart to students an understanding of the wide impact of the Internal Revenue
Code on many legal problems that do not seem to have tax consequences, we know that
it is impossible to give students a complete overview of the Code in a three or four
credit survey course. There are, however, some foundational topics and cases that you
should know. It is also vital for you to read the Code, to learn about the various author-
ities that interpret the Code, and to learn about the administrative process. If you do
that, you will be able to read any statute — tax or otherwise — and you will know more
about the administrative process (in which lawyers frequently engage in practice).

This book will give you an overview of the basic income tax calculation formula
without examining in detail every single inclusion, exclusion, deduction, and credit.
Our pedagogical goal is to assist you in creating for yourselves a sense of the structure of
the whole by focusing on fundamental principles so you will be able to deal in the fu-
ture with Code sections that you have not read before, and to deal with legislative
changes (which in tax occur with unusual frequency.) It is approach and methodology
we are trying to impart to you, not to overwhelm you with minutia.

This book is, we hope, unique among traditional casebooks. The teaching method
we use here reflects what we have learned, during many years of teaching tax to many
types of students, about how students learn tax. We have tried very hard to remember
how we felt as beginners in the study of tax law. Thus, we conduct a colloquy with you
as you proceed through the materials and present a series of problems designed to illus-
trate tax issues (and associated policy, procedure, and ethical issues) that affect real tax-
payers in their everyday lives. This approach has helped our students feel more engaged
with (and less intimidated by) the materials. At the end of the book we present a series
of “transactional problems.” Because most of you have not had much experience in the
technique of integrating multiple sources of law: cases, statutes, legislative histories, ad-
ministrative regulations and other administrative communications, we have found that
the best way for students to develop this critical skill is to apply what you have learned
in the early parts of this book to these transactional problems.

Many of us who have practiced law, especially tax law, remember (with some chagrin)
that the most difficult part of solving a tax problem was often identifying it. Because your
client will tell you a “story” without identifying the particular issues (legal or tax), it will
be up to you to make the identification. Some of you (we hope) will become tax lawyers.
It will be up to you to both identify and solve the tax problems of your clients. But even
those of you who pursue some other area of practice must be able at least to identify (not
necessarily solve) those ever-lurking tax issues. We hope this book will provide you with a
solid foundation in federal income tax no matter what legal career path you choose.

We look forward to working with you. Now, let’s begin.

Professor Toni Robinson

Professor Mary Ferrari
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