
Summary of cases where courts have addressed the step transaction doctrine by analyzing the 
close proximity between date of funding of entity and date of transfer of entity interests.
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Holman v. 
Comr. (U.S. 

T C )

5/27/08 11/3/99 11/2/99 11/8/99 6 Taxpayer Shares of 
Dell stock

The limited 
partnership was 

This case is distinguishable 
from Senda because 

There were 
other gifts and 

Tax Ct.) formed and the 
shares of Dell 
stock were 
transferred to it 
almost 1 week in 
advance of the 
gift so that on

petitioners did not contribute 
the Dell shares to the 
partnership on the same day 
they made the 1999 gift; 
indeed, almost 1 week passed 
between petitioners' formation 
and funding of the partnership

transfers, but 
the Court was 
only 
concerned 
with the 
November set 
ofgift, so that on 

the facts before 
us, the transfer 
cannot be 
viewed as an 
indirect gift of the 
shares to the 

and funding of the partnership 
and the 1999 gift.  Petitioners 
bore the risk that the value of 
an LP unit could change 
between the time they formed 
and funded the partnership 
and the times they chose to 

of 
transactions.

donees.  
Furthermore, the 
gift may not be 
viewed as an 
indirect gift of the 
shares to the 
donees under

transfer the LP units.  
Therefore, the Court decided 
not to disregard the passage of 
time and treat the formation 
and funding of the partnership 
and the subsequent gifts as 
occurring simultaneouslydonees under 

the step 
transaction 
doctrine. 

occurring simultaneously 
under the step transaction 
doctrine.  Also, in this case, 
the IRS conceded that a 2-
month separation is sufficient 
to give independent 
significance to the funding of a 
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partnership and a subsequent 
gift of LP units.  
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Senda v. 

Comr. 
7/12/04 6/3/98 

(SFLP I)

12/28/98 12/28/98 0 IRS Shares of 

stock

The 

taxpayers' 

Petitioners presented no 

reliable evidence that 

On January 

31, 2000, 
(U.S. Tax 

Ct.)

( )

12/2/99

(SFLP II)

12/20/99 12/20/99 0 Shares of 

stock

p y

transfers of 

stock to 

partnerships, 

coupled with 

transfer of 

they contributed the stock 

to the partnerships before 

they transferred the 

partnership interests to 

the children.  It is unclear 

, ,

petitioner 

gave to 

each child 

an 

additional 

limited 

partnership 

interests to 

their children, 

were indirect 

gifts of stock

whether petitioners' 

contributions of stock 

were ever reflected in 

their capital accounts.  At 

best, the transactions 

were integrated and in

4.5-percent 

limited 

partnership 

interest in 

SFLP II.

gifts of stock 

to children, 

and thus, 

stock and not 

partnership 

interests, 

were integrated and, in 

effect, simultaneous.  

Therefore, the Court 

concluded that the value 

of the children's 

partnership interests was ,

would be 

valued for gift 

tax purposes.  

p p

enhanced upon 

petitioners' contributions 

of stock to the 

partnerships and were 

indirect gifts.
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Estate of 

Jones v. 
3/6/01 1/1/95 

(JBLP)

1/1/95 1/1/95 0 Tax-

payer

Assets 

including 

Transfers of 

property to 

All of the contributions of 

property were properly 
Comr. 

(U.S. Tax 

Ct.)

( )

1/1/95

(AVLP)

1/1/95 1/1/95 0

p y g

real 

property

p p y

partnerships 

were not 

taxable gifts.

p p y p p y

reflected in the capital 

accounts of the taxpayer, 

and the value of the other 

partners' interests was 

not enhanced by the 

contributions of decedent. 

Therefore, the 

contributions do not 

reflect taxable gifts.
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Shepherd 

v. Comr. 
10/26/00 8/2/91 Leased 

Land 

8/2/91 Varies IRS Fee 

interest in 

Transfers 

represent 

Not every capital 

contribution to a 
(U.S. Tax 

Ct.)
(8/1/91) ; 

Bank 

Stock 

(9/9/91)

timberlan

d subject 

to a long-

term 

timber 

p

separate 

indirect gifts 

to his sons of 

25% 

undivided 

partnership results in a 

gift to the other partners, 

particularly where the 

contributing partner's 

capital account is 

lease and 

stocks in 

three 

banks

interests in 

the leased 

timberland 

and stocks.

increased by the amount 

of his contribution, thus 

entitling him to recoup the 

same amount upon 

liquidation of the 

partnership Herepartnership.  Here, 

however, petitioner's 

contributions of the 

leased land and bank 

stock were allocated to 

his and his sons' capital p

accounts according to 

their respective 

partnership shares.  

Upon dissolution of the 

partnership, each son 

titl d t i

51

was entitled to receive 

payment of the balance in 

his capital account.  
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