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“a deal done by very smart people that, absent tax considerations, would be very

stupid” (Tax Report, Wall St. J, A-1, Feb 10, 1999)
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“The step transaction doctrine consists of three separate tests:

Under the end result test, separate transactions are combined if they are "really
prearranged parts of a single transaction intended from the outset to reach the
ultimate result." Penrod v. Commissioner, 88 T.C. 1415, 1429 (1987). Under the
"mutual interdependence" test, transactions are stepped together if they "are so
interdependent that the legal relations created by one transaction would be fruitless
without a completion of the series." American Bantam Car Co. V.
Commissioner, 11 T.C. 397 (1948) aff'd 177 F.2d 513 (3d Cir. 1949). Finally,
under the "binding commitment test," a binding commitment to take subsequent
steps will cause their combination with earlier steps. Commissioner v. Gordon,

391 U.S. 83 (1968).”
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