
STATE OF NEI./ YORK

STATE TAX COMI"ISSION

for Redetermination of
of a Determination or
Art icle 26A of the Tax
Ended 6180.

nnle l\aEnanson

a Deficiency or Revision :
Refund of Gift Tax under
Law for the Quarterly Period:

AFFIDAVIT OF }TAITING

State of New York ]
ss .  :

County of Albany l

David Parchuck, being duly sworn, deposes and says that he is an employee
of the State Tax Commission, that he is over 18 years of age, and that on the
20th day of January, 7984, he served the within notice of Decision by cert i f ied
mail upon Minnie Nathanson, the petitioner in the within proceeding, bV
enclosing a true copy thereof in a securely sealed postpaid wrapper addressed
as fo l lows:

Minnie Nathanson
799 Park Avenue
New York, NY

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
post off ice under the exclusive care and custody of the United States Postal
Service within the State of New York.

That deponent further says that the said addressee is the petitioner
herein and that the address set forth on said wrapper is the last known address
of the petit ioner.

Sworn to before me this
20th day of January, 1984.

Authorized to administer oaths

Minnie Nathanson



STATE Otr' }TEW YORK

STATE TAX COMMISSION

In the Matter of the Petition :
o f

Minnie Nathanson

for Redeternination of a Deficiency or Revision
of a Determination or Refund of Gift Tax under
Article 26A of the Tax Law for the Quarterly
Per iod Ended 6/80.

AFFIDAVIT OF MAIIING

State of New York ]

County of  A lbany l  " " ' '

David Parchuck, being duly sworn, deposes and says that he is an enployee
of the State Tax Commission, that he is over L8 years of age, and that on the
20th day of January, 1984, he served the within notice of Decision by cert i f ied
mail upon Sidney Witaskin, the representative of the petitioner in the within
proceedinS, bY enclosing a true copy thereof in a securely sealed postpaid
errapper addressed as fol lows:

Sidney Witaskin
305 Northern Blvd.
Great  Neck,  NY 11021

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
post office under the exclusive care and custody of the United States Postal
Service within the State of New York.

That deponent further says that the said addressee is the representative
of the petit ioner herein and that the address set forth on said !{rapper is the
last known address of the representative of the petit ioner.

Sworn to before me this
20th day of January, 1984.

Authorized to administer oaths
sect ion



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

January 20, 1984

Minnie Nathanson
799 Park Avenue
New York, NY

Dear Ms.  Nathanson:

P1ease take notice of the Decision of the State Tax Connission enclosed
herewith.

You have now exhausted your right of review at the adninistrative level.
Pursuant to section(s) 690 & 1007 of the Tax Law, a proceeding in court to
review an adverse decision by the State Tax Comnission may be instituted only
under Art icle 78 of the Civi l  Practice Law and Rules, and nust be comenced in
the Supreme Court of the State of New York, Albany County, within 4 months fron
the date of this notice.

Inquiries concerning the computation of tax due or refund allowed in accordance
with this decision may be addressed to:

NYS Dept. Taxation and Finance
Law Bureau - Litigation Unit
Building /19, State Canpus
Albany, New York 12227
Phone // (518) 457-2070

Very truly yours,

STATE TAX COMMISSION

c c : Petitioner' s Representative
Sidney Witaskin
305 Northern BIvd.
Great  Neck,  NY 11021
Taxing Bureau' s Representative



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the PetltLon

of

MINNIE NATTIANSON

for RedetermlnatLon of a Deflclency or for
Refund of Glft Tax under Artlcle 26-4 of the
Tax Law for the Quarterly PerLod Ended June,
1 9 8 0 .

DECISION

blockage dlscount of ten

issue.

Petitionerr Mlnnie Nathanson, 799 Park Avenue, New York, New York L002I,

flled a petitlon for redeterminatl-on of a deficlency or for refund of glft tax

under ArticLe 26-A, of the Tax Law for the quarterly perLod ended June, 1980

(F i le  No.  35003) .

A formal hearLng was held before Dorls E. Stelnhardt, Ilearlng Offlcer, at

the offl-ces of the State Tax Commlsslon, Two World Trade Center, New York' New

York, on August 11, 1983 at 11:45 A.M., with al l  br iefs to be subnLtted by

November 25, 1983. Petltioner appeared by Sldney l{ltaskin, CPA. The Audlt

Divls ion appeared by John P. Dugan, Esq. ( Irv lng Atklns, Esq.,  of  counsel) .

ISSUE

I{hether the

percent appLled

Audtt Division properly disaLlowed a

by petltloner ln valuing the gifts at

FINDINGS OF FACT

1. On or about August 19, 1980, petltioner, MlnnLe Nathanson, flled a New

York State Resident Quarterly Gift Tax Return for the calendar quarter ended

June, 1980, whereln she reported having made, oa l (ay 22, 1980' s lx gl f ts of

7,300 shares each of Georgia Pacl-flc Corp. (r'Georgla PacifLcr') Serlee A convertlble

preferred stock to six l-rrevocable charitable l-ead lnterest trusts. On the



-2-

theory that lf the amount of shares donated had been sold wlthln a short perlod

(and having regard to the amount of tradlng ln thls stock), the market would

have been overloaded and the prLce depressed, petltloner dlscounted the narket

price of the stock by ten percent and valued the glfts as shown bel-ow.

Prl-ces of shares, New York Stock Exchange,
Itlay 22, 1980

Number of shares donated 71300 x 6
Total- vaLue
Less l0% discount
Total  gi f ts
CharttabLe annuity interest
Renainder interest (taxable)

$  3L  314
43 ,800

$1 ,390 ,650

Petl t loner caLculated and remit ted gi f t  tax ln the sum of $9,173.00.

2. On June 16, 1981, the Audlt  Divis ion Lssued to pet i t ioner a Not ice of

Deficienclr assertlng additlonal- gift tax due under Artlcle 26-A of the Tax Law

for the quarter ended June, 1.980 in the amount of $7,301.30, plus lnterest of

$535.62, for a total  due of $7,836.92. As explained in the Statement of Audlt

Changes issued on March 10, 1981, the Audlt DlvisLon dlsaLLolred the blockage

discount of ten percent, treatlng each glft separately, and considering the

shares to have been traded in the ordinary course of buslness slnce the number

of shares comprJ-sLng each gift was less than one weekrs average tradlng.

3. Hudson Pulp and Paper Corp. ("Hudson"), acquLred by Georgla PaclfLc in

a stock-for-stock transaction sometime in 1978 (dlscussed -{"f"r), lras organlzed

by Abraharn llazer, petitionerrs grandfather. For many years, the stock of

Hudson was entirely owned by the V.ezet fanLl-y. At some poLnt, a publlc offerlng

was made and a small percentage of stock sold, but the fanll-y contlnued to osrr

approximately 75 to 80 percent of all- the outst,anding Hudson stock.

4. Sometime ln 1978, Hudson was acqulred by and amalga$ated lnto Georgla

Pacif ic.  In order to effect thl .s reorganizat lon, Georgia Pacif lc Serlee A

convertible preferred was exchanged with ltudsonfs shareholders at the rate
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of 1.77 shares of preferred A for one share of lludson. On or before the fifth

annlversary of the effective date of the merger, Georgia Paclfic ltas not Pernltted

to purchase, redeem or otherwLse aequire any shares of the preferred A. The

preferred A is subject to redenption on and after the first day followlng the

ftfth anniversary of such effectlve date, and prlor to the tenth annlvereary' at

$39.00 per share p1-us accrued divldends, wlth the provlso that no redemptlon ls

to be effected unless for a perlod of ten consecutive trading days lmediately

prior to the giving notlce of redemptlon the average of the last reported sales

prlces for conmon is at least equal to I25 percent of the converslon prlce in

effect on the date of notice. On or after the t,enth annlversary of the effectlve

date of the merger, the preferred A wlIl be subJect to redemption as a whole or

in part, as the board of dLrectors may determine t dt 4 prLce of $39.00 per share

pLus accrued dividends. As of December 31, L979, 4,I4Lr483 shares of Georgla

Paclfic preferred A were outstandlng.

5. Due to the large percentage of ownership by the l{,azer f amlly of the

Iludson stock and subsequently the GeorgLa Pacific preferred A' petltioner

asserts that the market in said respective stocks \ras extremely narrow and the

float very small-. lJtren the special-ist firm tradlng ln Iludson recelved orders

fron the publlc, it generall-y had no alternative but to request menbers of the

ltazet fanlly to sell shares so the firn could fulfll l- these orders. The

parties offered ln evldence the foL1-owing weekly tradlng flgures ln Georgia

Paclfic preferred A for the period May L0 through August 15, 1980' garnered

from the New York Tlmes and !{al-l Street Journal:



I{eek
Ended

No. of Shares
Traded
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No. of Shares
sold by

Mazer Family lltgh Low

3r  s lg  31
32  L /2  31

Mean

3L.3L2
31 .75

L l4  32  L l4  32 .25
318  33  33 .  r 87

32 32.5
Llz  33 L l4 32.875

33 318 33 .687

33 r l2  33 .87s
34 Ll  4 34.25

5116180  900
5 /23180  10 ,800
5 l3o l8o  1 ,500
6 /6180  38 ,  l oo  35 ,600
6 lL3 l8O 9 ,500  500
6120/80 4L,200
6127 180 700
7  l4 l8g  7 ,ooo
7  l L t l $o  2 ,200
7  l Lg l80  11 ,200
7 /25/80 400
8 l8 l80  36 ,500
8 l  L5 l8O 4  ,700

r647dd' 6106"

32
33
33
32

34

34  L l4
34  L l4

The average number of shares traded per week durlng such perLod was L2'6693

dlsregarding the shares sold by the Mazer famlly, the average decllnes to 91892

shares per week.

6. Mrs. Nathansonts poslt ion, wel l -stated in her pet l t lon, ls ae fol lows:

I'If each gift ls consldered as a separate tranaactlon' the
cumulative effect of six such gifts, one lmediately
succeeding the precedLng, cannot be ignored. If the flrst
gift merlts only a snalL dlscount, the second gift would
merlt a hlgher dlscount, the third gift would nerlt a stll l
hlgher discount, and 5o on. The dlscount taken (ten
percent) was intended to establish an overall value of all
s ix  g i f  t s .  r l

PetLtLoner further malntains that consideratlon must be glven to the depreeeed

state of thls flxed income security, the depressed state of the constructlon

business of Georgla Paclfic, and a potential antitrust verdl-ct of approxlmately

2.1 bi l l ion dolLars whlch cl-ouded the fortunes of Georgia Pacif lc ln 1980.

CONCLUSIONS OF LAI{

A. That for gift tax purposes, stock ls valued by reference to the falr

market value per share on the date of the gift. If there ls a market for the

stock, e.g., on the New York Stock Exchange as ln the case at hand, the mean
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between the hlghest and lowest quoted selling prices on the date of the glft

const l tutes the falr  market value per share. Treag. Reg. 525.25L2-2(a) and

(b).  Paragraph (e) of the ci ted regulat lon provLdes, in pertLnent Part3

I'In certain exceptlonal- cases' the slze of the block of
securitles made the subJect of each separate glft ln
relatlon to the number of shares changing hands ln sales
may be relevant ln determlning whether selling prlces
refl-ect the falr market vaLue of the block of stock to be
valued. If the donor can show that the block of stock to
be valued, with reference to each separate glft, ls so
large ln relation to the actual sales on the existlng
market that lt could not be llquldated ln a reasonable tlme
wlthout depressing the market, the prlce at which the block
could be soLd as such outslde the usual market, as through
an underwrlterr ut8y be a more accurate indlcatlon of value
than market quotations.tt

Where the donor demonstrates that (1) the bLock of stock comprlslng each

separate gift is large ln relation to the anounts of stock traded on the

exchange where it is llsted, and (2) the bt-ock couLd not be sold on such

exchange at lts quoted prlces on the date of the glft or withln a reasonable

tlme thereafter, appllcation of a bLockage discount has been found to be

warranted. E:&-, Ilelvering v. Maytag, L25 F.2d 55 (8th Cir. L942); Henry F.

D u P o n t ,  2  T . C .  2 4 6  ( 1 9 4 3 ) .

B. That glven the number of shares in each glft as compared wlth dally

trading ln Georgia Pacific preferred L (2,534 shares lncluding sales by the

Nlazer fanll-y; 1,978 shares excludlng such sales), and given the fact that only

a minorlty (approxinately 25 percent) of Georgia Paclflc preferred A was in the

hande of the pubJ-lc, petitioner properly discounted the value of each glft by

t,en percent.



C. That the pet i t lon of

of Deflclency issued on June

DATED: Al-bany, New York

JAN 2 0 1984
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Minnie Nathanson Ls hereby granted and the Notlce

L6, 1981 is cancel- led.

STATE TAX COMMISSION

PRESIDENT


