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Anneal of Tiger, Inc.

Upon review of the entire record we are convinced_
¥r, Gallup rendered valuable services to the corporation,
or for its benefit, prior to the date when its stock was issued,
Tile record indicates that M. Gallup was a competent executive
on whom the partners relied heavily, to such an extent that
none of then devoted any of their own time to the usigess. As
tne general manager of the partnership, he conceived and promoted
the plan to incorporate and was doubtless active in working out

the details .

Also, it was clearly anticipated that he would” render
substantial services to the corporation in the future, after
obtaining a proprietary interest. Respondent *sown regulation
provides:

Stock or securities issued for services
rendered or to be rendered to or for the
benefit of the issuing corporation will
not be treated as having been issued in
return, for property. (Emohasis added, )
(Cal. Aémin. Code, tit, 18, § 24521 (a),
subd, (1)(A)(i).)

Under the circumstances we believe that Mr.Gallup
received hisstock from appellant in his own right, as
consideration for services rendered and to be rendered to t’;ﬁ@ .
corporation, aand not from the partners, as their nominee. 10&%
being so, the partners never had the requisite control after
they transferred the partnership assets to appellant aad
section 24521 of the Revenue and Taxation Ccde is therefore
inapplicable .

In comparable fact situations the United States Tax
court has concluded on several occasions that similar “tax-free
exchange" provisions contzined In the Internal Revenue Code
did not apnly. (Charles B, Curry, &3 T.C, 667; J. I. Morzan. Tnc
30 7. C. 881 ; werron m. Browm, 2/ L.C.27 . See also, Columbis
0il & Gas Co., 41 B.T.A. 38, affd, 118 F.2da 459.)

Weconclude that in computing itsdepreciation
deductions for the years on” appeal, appellant properly used the
purchase price 0f the depreciable assets as their basis.

ORDER

Pursuant to the viewsexpressed in the opinion of
the board on file in this proceeding, and good cause appearing
therefor,

42-



Aopeal of Tieer., INC.

IT IS HEREBY ORDERED, ADJUDGED AND DECREED, pursuant
to- section 25667 of the Revenue and Taxation Code, that the
action of. the Franchise Tax Board on the protests of Tiger, Inc.,
against proposed assessments of additional franchise tax in the
amounts OF $636,20.,%636.20, and $1,013.23 for the taxable years
1961, 1962, and )95R respectively, be and the same is hereby
rnodified in that the basis for de-creciation of the property
involved is to be regarded as $%50,000. In ail other respects
the action of the Franchise Tax Board is sustained.

_ Done at Sacramentn , _California, this  7th day
of March , 1967, by the State Board of Equalization,
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= L. Tyt dn~ , Member

(/7 a2 0 X Meﬁber

Member

~

s Meuber

, Secretary

-43-



