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nIRpnkn onn niwn .Dean V. Commissioner, 35 T.C. 1083 (1961) nyTnn nw1oa nd7nnl

DN X ,Dean n>7nn NIVOY? PN INK7 1WYI DAY NIRIFCY VWD N [N NTR X IT D270 7y Ny

Suttle V. Commissioner, 625 F.2d 1127 (1980); Martin V. :n'n 2 X)) 17wm

Greenspun V. Commissioner, 72 T.C. 931 |"wa .(Commissioner, 649 F.2d 1133 (1981)

N1II'YI NN WD WKRIETH on 1y vownn N .Dean nd7n nx niw? qon 1roa nwya (1979)
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“The use of funds absent a corresponding obligation
to pay interest, or to pay interest only at a preferential
rate, ... constitutes as valuable an economic benefits
as would any rentfree use of a residence,
automobile, or boat ... it would appear ... that where,
as here, a loan at a favorable rate is granted ... the
borrower has realized a clear economic benefit
taxable as income” (supra, at p. 947).

na .Commissioner V. Greenspun, 670 F.2d 123 (1982) vy nxoawY? nvan it nwlo

NNIX2 ,NP'09] \YINNN NTIO™M DIYnN 71 , 1Nl 'K Dean no7n nxi NZ'09N NX WK LOYNN

“We too are unwilling to disturb Dean at this late date.
Too much water has passed under the bridge to
warrant judicial reexamination of the principles
underlying the decesion or the problems generated
by it” (supra, at p. 125-126).
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B. Bittker, Federal Taxation of Income, Estates :nx ,'xjpnxn |'Tn 7v) niavin NNz

and Gifts (1987 cumulative supplement) section: 5.10; D. Posin, Federal Income

Taxation of Individuals (West Publishing Company, 1983) 31-33; M. Hartigan,

“From Dean and Crown to the Tax Reform Act of 1984: Taxation of Interest

Free Loans”, 60 Notre Dame L. Rev. 31 (1984); McCue & Brosterhous, “Interest-

free and Below Market Loans After Dickman and the Tax Reform Act 1984” 62
Taxes 1010 (1984); P. Closius & D. Chapman, “Below Market Loans: From
2 mn Abuse to Misuse — A Sports lllustration”, 37 Case W. Res. 484 (1987)).
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“Every Interest-free loan is economically identical to a
transaction consisting of two separate components.
The first component is an arm’s length loan from the
lender to the borrower on which the borrower pays
the lender a fair interest rate. The second component
is a payment by the lender to the borrower of an
amount sufficient to enable the borrower to pay the
interest on the arm’s length loan component. To
insure that all interest free loans will produce tax
consequences in accord with this economic reality,
the two-transaction approach treats all such loans,
whether term loans or demand loans, as if actual
payments of interest are made by the borrower to the
lender, and equal payments, representing dividends,
compensation, contributions to capital, or gifts, are
made by the lender to the borrower”
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