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Assignments for First Week 

A. Read and consider the following sections of the Internal Revenue Code:
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Also, read and consider Treasury Regulations §§ 301.7701-2 and -3. 

B. Read and think about Problem 1.1:

Problem 1.1.  Individuals A and B both are and will continue to be in the highest mar-
ginal individual tax bracket. They are forming a business that they expect will generate 
deductible losses of about $300,000 over the next three years and then will turn around 
and generate income of about $100,000 per year indefinitely. A and B each will “materi-
ally participate” in the operation of the business. What form(s) of business organization 
will produce the most favorable tax results for A and B? 


