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Anneal of Tiger, Inc,.

l Upon review;  of the entire record we are convinced_
that i.T+. Gailtip readered  valuable services to the corporation,

or for its benefit,  p_rior to the date when its stock was issued,
Tile record indicates that Mr. Gailq was a coqetent  executive
0-n W’hOrn the partners relied heavily, to such an extent that
none of then devoted any of their owm time to the business. As
the general mazlager of the partnership, he conceived and promoted
the plaza t o incorpo rate and was doubtless active in workirg out
the details O .i

Also, it was clearly anticipated that he would’ .reCder
substmtial services to the corporation in t’he future, after
03taining  a proprietary interest. Respondent F s own regulation
provides:

Stock or securities issued for services
rendered OF to be rendered_ to 02 for the
benefit of -Lhe---issuing coqoration Cl1
r,ot be treated as h.aving  been issued in
return, for property. (Ewhasis added, >
(Cal. Atiin, C o d e ,  t i t ,  13, § 24521 ( a ) ,
subd ,  ( l ) (A ) ( i ) . )

0

Under the circ-mlst.zmces  we believe that Xr, Gallup
.?ecz?_ved his sto& from appellant in his own right, as
consideration for services rendered and to be rendered to t’h.e

a;& not fro3 the partners, as thei.r nominee. Tktat
never had the requisite COi2tYOl  after

the partnership assets to appellant a:nd
the Reveriue  and Taxation rJode is therefore

inapplicable Q

In comarable fact situatiom t’;?e United States Ta.x
court has .cozclu&ded 03 several occasions that similar iltax-free
exchaz.gelt  provisions coiztained  in the Internal Revenue Code
die sot Ci~TdfL (c&2r~l~s  3, CW~,  +-3 T,c!. -567; zs I, kb~<LxCL IPs
30 To c, $Qi j ~~.T~-P~~~~-~-~~~J~L&b----.A--r--l;-> 27 To c, 27 o See aiso, ~~lxxzinia
OILY!_  & ’32s C o . ,- - 41 B,T.A* 38, af f’d,  118 F,2d 459-1

\*!a coflclude that in computing i.ts depreciation
dt35G_CtLOiQS for the years on’ appeal, appel_!_mt properly used the
purchase price 0f the depreciable assets as their basis. -

Pursuant to the vieT;rs expresse’d ir, the opinion of
t’ne board on file in this proceeding, and good c&se appearing
the-refer,
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A-opeal of Tig;er,  I n c .

IT IS HER%3Y ORDERED, ADJ?TDGED  AiW DECFZED,  pursuant
to- section 25667 of the Reveme and Taxation Code, that the
action of. i;he Franc’hrise  Tax Board on t’he pr.otests’ of ‘Tigi;i3r, Ix,,
agaiwt proposed assessments of additionaL franc’hige tax, in the
aoin;c1ts  o f  $53&20
1961)

$536,20,  and $l_,013e23  20,’ the t a x a b l e  y e a r s
1962,  a n d  1963 respectively, be and the same is hereby

nodifi,zd in ‘i’r,at tlle9basik  for de-creciation of the property
irvolved is to be rega-rded as @@l,OOO. In ail other respects
the action of the Franchise Tax Board is sustained.

Done at ‘Sacramento
_‘of &m9l

California, this 7th day
, 1967, by the StAte Board of Equalization,

.
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