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BUREAU OF T.AW

-are*entltreo' to ceduct as a btrsl.ness exllense paynents of $1r3
a year Eade .to thel.r nother, a forner pbrtnerr.igf a eovenairt
$9t_ fo_.coupgleg - Ihe agr een6rnt, dated D-eeenber' 3U :9f9*( SIC -e
J.o-.Arr bI wh.lch,.-the soas purehssed-thelr _notberlS lnterest.
qpec1f,l cally proilcleE Fa:iu ent*fol'lhe aei eeaent 

-not 
tii'eoriiet

MEMORANDUM c--'*2r@

1o: Connl.sslon€rs ltulpny aadl !{aeduf,f aad Coa1on

Ff,om: Ylncent P. l[011n€aur, Eearlng Officer

SUBJECT: Jobn 3ad !{ary Estlvo
Franb and Donata Estlvo
Connie Cleaners
ffiBevls!.on

A healtag on tte above natter ras held, befole ne at80 centre streetl uew rork, reu-roif sn ',fi; jo;-7r6r.-.-

.fhe-q.nes.t!,on lnvolved, herEta ls whetber tbe petttloacrs.
who op er g_t e - a . r etal.l--dl y*cleast ng* e s ta bll shnent-e S { F:,f tp_o g!!p,-qre*entttl'ed' to rleeluct as a bnslness exllense pa $1'3oo

Sfg*e8.

greclftciuy plti?rdbE b'ayfteriC
- 
tht a6ibeenent-not tb Ebiipe

for flve yearb.

rt ls olal.ned by tbe rneonE ran Bueaq that t"he paynents
to the notler yere f,or goodt wrJL, and tbat srncitne notbei re
nof g than 6i years of,_age the coi'enant not io conpeie tas a
subterfr€e. for a tax dedu.ctlon.

Ihe payneat to the nothet vas boo& value. plus tbe
anount of the covenaat. Jf_the-_a$9ln!_pf,Jhe_co_i^etagt vas
_,slnp-ly -aaotbgr. nang qor.soliil "i;t1l;-jl*=&i-Dii;i*b;,"i6!,;-Ihdleattoa
-!ha!.*tbe_ bqslness-.had- good,--v1ll*in, whlch the nother shared.'
Goocl wlrl Ls tndllcateq by a probabirlty of earnlngs ln excbss
9f vhg! nleht be eonsleeied. iornal froi the r.nviiEneat rn
taqglble assets aad the rorb, Labol and, services of the our€rs
:l9 !n:fr enployees. . lbe reiroqlJor the yeal G e,leition
iloll_1_c1plta1 tnvestnent o! $lIrgOO Blui saXart6s and, ragesro oth€r than the partners of $23rOOOr-pIus rEntal and nat6llalsqnd other eq)enses, _49t lncruding'aepie-cratlon and, the eovenant
19! to conpete, of $L3r0O0 oaklng s total lnvestnent of oyet
S9orOOO o4_wfJ.ch the leturn to tbe partners of $8,OOO eaeh
aarcl{y pald then for nore than tJretr aetual seril6es. there
yo$+ appear - to be ns elenent of good r[i-ana- tlii-ine covemat

ii:!:tff ffS,{ttuf lli*f ff '*trH3"{*3:-il-lf, :-:i::ff g€h:eqe
_.Dqslnes s . .l.n *Gr ea t-fech . ang_ the. uotber nfehf 

- 
beJer suaa ea- to

{p9r.st-snch-o}her-brothe1. Th6 nothei t s-toiie' i-s ;o at;aioi-m.tnEne Dqslness (page U) and aeqnal.atanee ytth the oustoaets nadetbls a possl.btltty.
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It l,s !f oplaX.on that und€! tbe ,clleunlttaaees outl.t.tredt
the eovenant not to conpete uas a leasoaable buslaess e?penEe
and the ptopos€A cleternlnatloas dtrect eancellati.on of the
assessments.

For the reasons stated. I recornnendl that the dEtetnh,a-
tlons of the State fax Connlssion ln thls natter be sqbstaatlally
1n tbe forn subnlttecl herewlth.

January J3t L967

vPMrlblboa cJo*
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JOSEPH H. MURPHY

JAIvIES R. MACDUFF

TMr[-I

WALTER MACLYN CONTON


