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m‘*é«umm Narphy & Maeduff - Page 2

- BEs GBORGE L. ARNOUR and
FRANCES - m, his ﬂit‘t

m hw‘r subsitted an ammt dated m L99Y
entersd into hetwesn himself, as trustee and the settler of m I e
{ais brother, Bermard B, Armour) whereby Saxpayer, sgreed s purehass -
for eseh trust 5,000 shaves of commom stesk inm the ASpimeck Gapporation j
&% 10 gents m share and $25,000,00 first sor 65 vands na g
- Pebruary 14, 1948, Purswant te the agrosnsas ' saxpayer wm ‘;
brother the exolusive right and option fer a Mﬂ of ten years from
 the date of the agreesent %o repurchese m.m-mmmmm:
of Aspincok Corporatisn st ten ecents per share ia scasiderstisn of m :
settlor agresing u zm:n the taxpayer from any J1ability as 8
optien g Tl taterTine agrevasnt end honts B :'u'r«rm the BteeR ot the
| ven or
. opizinal cost thersof, Bernard B. m uu o m _ﬁ;;,-xm. a
..m dent of Now Jersey snd the steek t!' . had e
at* m unl;‘:u‘hu entase, ﬁ - JERIRte
rin Cours, ersey on Degen
- {hanp v'w}. Chase Manhatten Bamk and Uoerge P, wa, Mm W énly
P .;mm as exegutors and trustess under said will. “

The Saxpeayer, as trustee of she iuter vivos nmw m
on uhm in the Suprems Court, New York OCounsy in 1949 fer Jusgw
- permitting him te render an intermediste sedoupt of his ‘._'“; ¢
Srustee tw the peried from mbw 26, 1934 %o W 19, 1986
’*-zum. uch date prier te mmz“ wigment as o the Ceurt |
prOpPSr. A ian sd litem veen & ted by the Churh
. the interest of the miner mnm» of the srust whe Fid
snawer sontalning counteresisims. It wes contended AP
- Qurperation’s s Mk whioh had greatly tated iu 9 the  kine
of the resale to the settler should not have beem nnu M’ W Saxpe
trustee to his brother, Bernard L. Armour sinee ths agresnent wes
invalids Shab the agreement had been pre-dated te avol: BLBAE o
 sarehargej thed she preceeds of the stoek shonld m’u " e vrises
. tyasts and that the taxpsyer as trustee should be suredargsd fer ) '
sdainistration of the trusts, While the setion was P ng Bors
Afmour dled in 1949 leaving & will whieh wes admitted ilt,, Probats
State of New Jersey, The eonpluint 4n the satisn was Al o
sxesutors of the estate (the LAXpeyer was one ¢f the Co-IZOAUIANE WM
ia u:.mnmmumm mﬁ&mmmuu A4 A ean):
parsies, S

In 1953, the exsouters. tt She estate af anmml l&.
m the taxpayer emtered inmte an agressent with She. Sassamentsry 7
ian and the F‘mu ot Liten n:vumm the bdeneficlaring of
e trust to seStle the matier L OERLFOVETSYa .y JRbEL
an ummum mt of his wuunu on tmt» m i




paried pursuant to the agresment of settlement, The W«M

The i
.mfunml ﬂdu ary
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”“"‘*"“Mﬂmaw SR mage 3
. ,~”l GRORGR L. ARNOUR apd ‘ ,, i L h |

FRANCES mmn, nis wife

Koyeaber 26, 193% w m 3, 195& and walved his umulm m llM

required to file s supplemental ascount of his p
subsequents 58 March %1, 1950, The exesutors of ths eatate of Berpap
Armour agreed te and 4id me'Q!‘ o each of the srusts am m Qf

$492,500,00 and the Saxpayer, agroed io asd did pay & totel 233; 1020
tﬂlﬁzﬂ ki

inse the ntummtimﬁ ssttlsmens of (' pemiitng 1 o -
pertaining So him dirsotly am srustee of the inter vives smm m Ty
murutly a8 one of the sxecutors snd trustdes of She estets,. Raleases
betwesn the parsies, An epndery m nm« wr ’i‘ s
mmung tm aforesentioned mnmum o

. m hig retura deducted "exponses , ‘
&8 srustee of various tm” M in

ssosunting” the afummuam« G 3,312.70 from normal inesue. This

doduction was origisslly disallowsd by Internsl Bevemss Servies: M

after the omse game on for hearing before the Tax Jeart nm m nﬁiﬂ
ea & 50f bdasis. ST

mrmmto{mntnarmmﬁm the .

- AR giwn the right within ene year from the date of the death “u: oy

»mum to purehsss all the shares of stosk .r mz-x n Aniline mw,

198, {a slosely held gorporation econtrolled by dedsdon uhuh m
lmdat euned st the time of his death at & ]mm »
vook velue of sald sheres of stock without ineludisg any nxntm :
“will upon suoh terms as the exesutors and Srustess may in thel
sole digeretion determine, The taxpayer elooted to ueniu su
te purchase the aforementiensd steok on FPebsuasry 8, 1950, An ag
was entered inte between the tixpayer and the enecutors of m
on Juns 17, 1953 whersby she lastter sold te She Ssxpayer 9?,339

‘of the common stesk of Ameriean Aniline Prodwets Ime, roz. .
$4,400,665.82 with a down payment of Sash in the sum of amd
 of §8,800,000,00 by a series if' Swelve promi S

, Degenber 21, 1953, the taxpayer entered inte sm W v
 Celumbia Dye afmﬂm'lm., a «ﬁmt&m eized undes the Law
© the 3tate of New York for the sale of the u of commen SSGEk W

yablo “on the 1Sth day of Jamsary, 1955 and

u,m'.aag*w. with a oash down paysent of $50,000,00, Ia 1959 Gelus
Soufl Ine, sold the aforsmentionsd steck to ancther corporation .

ioh was iu ne way connected with the essate of Bermard he m n
the Saxpayer, OCeluabia Dye Stuffs, Ino, paid the balanse of ibs
ebligation in full to the Saxpaper whe im tura repald she '

«y

Amoritsn Aniline Preducts, Ine, on sn instsllment basis fsr She sws of b

 the ostate of Bernard x.. Apmour h full for She purchase of said t
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© 704 Cesmissioners Wurphy & MeoSuff Puge b

BRs QEORGE L. ARNOUR and
; ’Bﬂ@ﬁ& ARKOUR,

' The -m of imeriean Aniline Products, Ins, was tsm nr -
fucm estate tax psos at $50,00 por share. In semputing She
basis of the ocapit in reperted by the taxpayer for the years in
1ssue, he used she value of the stosk as appraised for roum sstats
tax purposes. 7The Insome Tax Bureau, howeveyr, in umsu 4168 assessments
osmputed the basis of the m on m ur.m ant w tmv o

Ail}y‘” ﬁ ﬁgn the

| Although the taxpayer ascquired the Aweridan muu ]‘Mu«o.
tm. ‘stoek from the estate in 1953.; gertain heirs of the estate sommeneed
1itigation against the taxpayer in the New Jersey Couwts. He retained S
" she sspvices of attorneys in said :state to repressnt him individually
, m was suocessfal in such uupum. The Income Tax Bureau disallsred
gel expenses as & capital added to the m& of the m-mm
Wun of fall to substantiate same, The r Court of .
MNow Japsey decided that the | xvnma given to the Baxpayer under the
will was in the nature of a mwmmnmomm&‘ the
contentions of the heirs. The taxpaysr at the hearl uumwed rmlym :
from the law fivm of Tener, Creowley, Woelper & Vande
- aktornsys lisensasd in the mum of ¥ew Jarscy scknowlesdgli ug mfsi o -
::{aam from the taxpayer of $25,000,00, on ageount, en April 27, w,, =
,, the sum of $21,000.00 on m 29, isﬁ for legal services rendered
%o him individually in conmestion with the asquisition of stosk of the .
-~ Amerisan Aniline Predusts, Ine. from the estate of Jsrmard L. Armeur,
. 1 am of the opinion that the same should have been allewesd. (Bewers .
¥ Lumpkin, 3140 P, 24 927, eert. den, 322 Us3s 735, |

\ WAth umﬂ 8o the payment by wWer in mpmiu of
the surcharge a8 trusies t!“ tha intep vives trusts, the imstant case is
 amslogous Se the case of Larl F. Fayen, 34 T.Ce 630, In 1953 Carl P,
Payen, the sele trustee and 1} beneficiary of the Carl V. mu
Prust, paitd §4,664.37 &.ﬂu the m.uxm of said Sywat in sempreuise L
- suroharge proceedings filed the guardiasn ad lites for the Mﬁm
of the trust, jeld, that pstitioner is not engaged in earryiag em
trade or business as tmmu:. His «laim for Wum undep u«tuu asm;
(1)(&), 1.8.Ce 1939, 4%  ascerdingly demied, ‘ _that aald |
a&s in settlement of the umw suit 18}

insurest
': e golleotion or wodus&m of &m« m mu uet m«nmc mw
mu« as(sm;. L o o

The provisions . m.zxxmz .
ave similar to umu‘gn a: in :-:u.m immmm (t)iﬂ 04' :.a‘e.
1539, Seatien 360 prov E0

Ldes, in part, as fm




| REs mmx..

" should have besm inaluded in ASs basis fer the

R :

ViR
St

' '*n .l , net m mw mu u am as B S e

9 m the mxm and negessary cmm nu
-gr imowrred during the taxable year An m—-
ing on any trade or business or for the

- predugtion or solleciion of insome
%o be included in gross income under ,,__;“0 3
arsicle, or for the snanagemen ppvation,
or naintenange of propersy held !'w m
mum of :m Lingome eese &

6n his returns far the yoars 3’53.

'tumer reported sal iuooms in the suss of 152,
and §93,578.47, respectively, as an sxetutive '

Produsts, Ins, Ne did nob tile any . mmomum m:m« m nm

o -ﬂw said years. This appears to be prastisally the snly cceasion Tor _

pgor utmg as trustes. It oannot be said that ihe taxpayer .. .

m one gularly ows tu tht mtmn of uﬂm S8 AN OXeQUIS¥ .

‘8P trustee. KEstats of Hymas ‘ tﬂi 1969, In mm: ‘i L

. Gammob be sald Shat the sXpeRRidy Mm “fer
m\ttm or #ollestion of inoome® (Egtat ‘ |
1‘.@. !i ! or for *mr umuti jervatis

_, nu mut bf ;m surcharge aJaim was Wot s p
'&am:at and meaning af subdivision 1, Sectien |

In the jen Jomauin oase (wuprs) resl propert
uhc mwcr prior 3¢ &913. he lease gonte : mv
frawﬁ e Wl' tien o purshass the real nmpoﬂt
mrl aters The leases m improvemants te thé ,n!ov;:
mwwmtmnﬂmhuuvdmuhﬂhlzfﬂ am,

the gsin upon the mubsequsnt sale, The Unlbed Ssates Suprese Gow |
‘that the real property was asquived st the time of the exarciss & W
_ anm and 414 net relate bBack to zha dake of the eﬁg&mx ip

| In the mc (mpm) Mumﬁ in A94S) ‘m T

_ jsuutm an opii ted te him b{ et Lol
‘Sestasantary trustess &t appre mw. of 138 W

$e then resold such nuk at a prsw n excess of thd mmn mm hp
had paid. The United States GArouls Court of Appeals, Third mmu;

relying on the m%un held that the basis of the
agquired by the exere an eption obtained under the will was m

. '»munt paid undey the eptien nth-n shan m opum pﬁu pln ﬂw
- valus of tu wasm -~ |

-5



" T fmeefar as 1t dstaraimed that the shares of Ftoek were not &

' 701. Gommissiomers i Naoduff L meé

REs mmu.m |
m. hh wife

i A g

- in She ease of ‘v¢ Conpliusions P2 4apidme
in 1962 by the Unised sntmu: Court of Appeals, Eighth OfweuAsy - .
the petitioner exereised an option ' By Pureny R
shareg of steck from Sesta s #state in a alosely | l

& greatly reduced prise. Two and s helf years later, .
the stook Lo the sorporation and received a ngmdn atvides
reporting Ris taxedle gain, he uned as & dasis;, e falr supkes
atask at time of Seata s deatis. . The Cemmissionep- ¥ P
oa the basis of the sstual coss, m Pax Court sustained’
deteraination, The Court eof s affipmed the decision

 "bequest, devise or inheritanse® but vaskted the deslislon of
Court insofer as 1% Sustained the Commipsiener's aemm:u

deficiengy and resasfed the satter te.the Tax Gonrd te.en

desermine whethep petitioher is legally enkitied to %‘W

of asvepbaining sapital gain on the shares »mm'

nsuu ghanted, The Court stated at page 2541

"Counsel for the Commissiewer, &
or uu nn, ntu& Uu qmum

‘ pmtwlu the. nutimn from h

a more favorable basis for the salenlation of gat

At our requess, counsel for che cmmmw el

- We with o i antal tmm e wh
mut.awumw“um fon of Pesit)

& basis equal o the Talr markes uﬁi of the optd

. soquired by bequest, at the Aate of ne t«utar‘q

death, plus she ampunt paid in u«uﬁuiv‘ the 9&

might be legally permissibdle, . Counsel

numph of their m;xmnm

*As stated in the gourse eof em trgmﬁ
Mu&mr is of the view thad, 8o W u
Gennisgioner reaains the ohly mma Prone

¥ this question, he 18 ot Tres, adninintrative]
u sllow 56 any taxpsyer ':‘lte right 1Wtu¢

basis in prepart .
P 50 WA sn;m m

an eptien Saken vegueess, % a
basis ia the sptien to the eash prise paid,
in view of the unuswal fastors whioh 1sd to this .
decision and the doubtful prepsfety of the Fle. ¥h
established, the Commissioney intsrposes ae- “W

to a recsonsidersation by mu «m of the nﬂ.ﬂ i



T Am the ‘sase and the dmﬂtu by x.x.a. in faver: vlt

(asioners mmu Naeduts Pegs 7
mm L. ARMOUR and
mm mn. his wife v,

m«uﬁ.u to:thuomtm ura‘um
uwr y,uum‘:tto!ucmm'mh
oqui‘mu LI JE ML

. : The representative for W submitsed a oepy .
fastaton ot sag PO, ey = mﬂ&*‘mmm% e
. |

or Mcul estate SAX PUrpesen IO

Subdivision 1, Section 353 of 'mz Law m u ym,

fthl‘t' |
| "1, Por the o of ascertaining the gain mm
or less 3:’” od m the sals or pdda-
::nuuot propersy, real, pcmm
value if the m
3 mn&m:m&..**” #
1”‘ A sinilar pmma s econtained i.a :mm Imt :.z.c,e,,_

Suddivision 6 o 39 3 (a simtlar ;mxmu u
»mmun in Sectien 101) Lme. 1954), wm.m part, shabi

'6*’1: e
&oﬂm«,.z: by the “ , uuurm
A , thc cuum or loss :Mll b tmmm ””r ’
\vision mb or two of this
wwmmm*m a0 waed in said sub-
,amum tml‘ru . :dm market value al’ m

I an of the oputu thas m Wg

n ‘She sale ct of hms of u«k aeq rem the' lnu oF Burnard .
‘_.Mmamitluumug basis the fair market valwe Shelesf af
 determined for Federal estate tax p o8 on the basis of She denisisn

* with respect te this issws,
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BRs OEOCRGE L. ARNOUR and ,
FRANCES Aaaaua. his wife

Vd

For the reasons stated above, I redommend :hat a determinatien
be made by the Tax Commission im the form submitted herewith, 3

SOLOMON Siz$

DEC 211966 | “Resrirg OTTIooF
/s/ M. SCHAPIRO
Approvad
/s/ S. HECKELMAN
Approved

(Dee. vq, (q,’éé)
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oweed a0 poaiesionnl Sifusiony » cusdauge 55 SUnetee of wuiane
seperted & englitnd guin en e Jnntnilaet anle oF st of
st in Uhs oun of $4,400,.004.08 punehaand gustennd 40 B0
atian sowindasd ia e will of Sovannd 5. Aemsur Dok S o of
dotmniand fou Polaval astate ton pupeses Lo the fudnte of
Sosuavd 8. Joume, Seosasnd; et an Nbowany §, 3907, e
. X 2 ¥ ¥ ¥ X ¥ ¥ ]
o0 sk sagvesesting & peeper aliamble fadection and senmputnd
aliisioml ssonnl wan dud in e oun of $5,000,90 0t A
adiision, the 20t pooliie smbiced en ¥he anle of he S0 s Aljuated
00 Wt Whe BGtEal Gast WES sund 80 he Menie Suv he SVMR Sebd ’
wun,nummn~msmumﬁm
asmastat e Nhewany 57, 1089 ant sev cosie & walund Chevnet.

2 Gk 0 Sonpageen, Goengs b. Joncur nd FERNeee Asnowe
ooin e e Sestallioemt sale of shech in Sasvienn Aniiime
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in empting sodf capitel gnin was wet W90 Actunl aeeh Duk the
Sz oetet wivp theweed a0 Stued end dobsunined for Pedewnd
GO s punpeses fa She Miate of Seeuted R. Aveouw, Geusaneds
et in addition, the tvgegur ia emputing the stuvensationcd
onpinl guin, adied ¢ he ows of anid somk e Sun of
§85,000,00 in 2000 and e o of $52,000.00 anpenied in een-
asstion with Whe sepnisiaion of snid stesk in 1008 oo legad Seus;
Wt on August 31, MBY, Yhe Duptrtnent of Sanatien and Pisnee
ondh on SOMNAeAL SESRUENENS Bghinst VA0 LUNpapUSS for W yeOw
2906 (Mesassmsot E0-3380010) Glsuiluviag the $38,000.00 fuw ek
of sdwtantiotion thevest eluiand for Jogal Suns and adjusted
e aapital gnin saperted on the danis of Vhe Setunl cest of
atftetonsl st eupitnd guis Wax ue in Whe oum of 93,300.80¢
sefund avents; et en Mueeh 53, 1900 Whe Degartnant of Sumtieon
ant risnaee wade an oOMisiomnl aseeammel Sgniavt Whe YRR
S e yoor 1008 (esssmat ID-E77052) adivetiang & penien of
Wpianl gatn in sensstion with the sule of muvises Anilise
Pralusts tow, Shosh wyen $he Jasts of Vhe Setual cent Yhavesdy
skiend fwr lach of sstantistion; that 88 5 Foauis Vheseet,
SfRIaions) wot Guplitnl guin I Ve aesesned i Ve B of
39,790.73; Yot e Sapager has paid said asssommunt and nev
Soshe & sefwd Whenset.

3. VAR on ov ek Bovnhew 35, 1538, Ve \anpuyer Suerye L.
Mnous wes wamat sele Wwesten of feur SapIINAe Sber-viven |
Gavovenhie) usts Wiich 2ol basn evented by his Jate hwether,
Sererd L. Avncer enfer She 1ows of the SO0 of Bew Tevk far
e Muafis of his Nees stosr whildven end & sistors et e

o
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Sastien of e Susts Wunefusued 00 coeh Soush evtnis e of

e segnised b0 sotais e puianigel 4o the Sww 4n hich he Ml
Sessived e amus and Wis sagumeed in Mo dloesstien o sell gadd
Svianignl and ssiowet the geessads So swh sosusitios as he

Maend puopen and 49 3O 50 Vhe AtulS Denetiedary ia el QU
SEly panests (he (osns et aud 5o Nueh of the Ansene &8 b0
3057 e Meptper &5 SSvetas aateund dnte 8 agesnant with G
Wether (e stdler of the Wwusts) vhasuly the Yerpsger agresd G
Sunhase fox ansh tvush 5,000 shawes of comus S0aeh fo We

Snpiaseh Goupasatiam o8 A0 eante o dhaue and 625,000.00 Glasd
Stghge 0 bende anbusing Mhwemny 34, 1008 hat pusouwtnt ¢ ants
Gunivs sight Gad agtien Sur & peviel of ten yeuse S Whe Gato of
W aguesnast 40 soguediane the afwemationsd emmem shesh of
Sapiaceh Coupesntien o8 We eniglanl esst thaused ie conaidasanien
0 & 3o0ulh Whouondty thet en August 55, 3005, Memuand . Awmees,
Beeecty thet Seuuand 4. Muses (s suttlen) 4004 en Boombew 3, 3000,
S Sastdoms ¢f Whn SAote of Huw Jewesy and the Shesh of e Mglush
Soapusntion which had gountly agpsentated i wailun, ot the sins of e
sesnie oo hine 2eeEs gavt of (he A0emts s hie eotniey et A0 S000
ALL and Sestasnnt of Sosuned 8. Aswsar vas Guly afsitted S0 pRlete
in U0 Sugasier Couwt of Bav Mooy, Ganeeey Sivisien on Suembae 30,

ol
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valits Gt 48 W clatust VMOA e Gguusnmt doAsd Suptmbew 6, 2000
08 hesn gen-autef 00 aveld pesaiiie olaie of MEarce AN VMNRYY
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e ead Rrther congit S0 Susiangs Wgap intietomily oo
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and Sasteuens of Sevennd 8. Asnsuw and the Suandions &8 Livee i
e Swae of Sev Sawsey of e infess henetielanies wndes e
uii3 of et Ammr ond he Gavdien 08 Liven of e fnfen
mmmmu-mumunw
gogen Safividundly gaping 90 Masede & Svestes of Bhe fotep-
viwen Soushs She Gekad sws of $80,558.70 eat Mhed the Bnouuhens
of SoAnte of Seneasd ATneun PhY 00 WNEUT 80 Srustes W Sun of
005, 500.00 4o onehs of W00 Areste and Wil NpIPEY WBiee he
wmmnmmmnmmmu
3000 ot Shet apen smphionse Whevevith all of Ve aoenee of
avtion s e onpiaiss nd sasuer be Alendesed v he Seniee
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