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i3l 01 Norco®] A} FA1E gk AF3|AbE 19299 & o)
o Norcog slAIEFSITY.

=A% %2 Bataafsche”} Norco 521 Shell Union®ll 3uljs}
3 AES 49 2768 53009 E 19281 FA1e] Al st
APol| Hitatslom, o]= AH-AAR] 3] (Board of Tax Appeals)©ll
ofefM e Gk

ins

2) wielo| B

A2 2BARE A et 2ol AR Al Bl
oA AsEE SAE PHsn Adase) 38d Ans
wesh) fistel TAYNA SFRAAL AYBFORTE B

Bake a5 dslel 233 5 9t VL Folshu Yk AP

ﬂl

7F &Fekal " Norco 7215 7 ©HAIE AA HEHSZE Shell
Union®l| Al 675%F 5000€20] #uljst 22 F3F @Al BataafscheE
MAAIA 2757 5300822 A5l et A4S 3]93st7] 93 A

olg}ta & o] gty E3JAFel Royal Dutch®t British Shell&

AP$} Bataafsched] F41& 42 42§35l 97] wie] FAw
AEo] ol ABARA MAHEA HAGoR B FALHT)
3L & Aot}

olol tal] AP+ Al45%+= EAl(evasion)2] 74907k -85 ojok
k= Zlolp® Wegk ZA3] ] (avoidance) Atzlell A-8EH oAM=
b Hrh= F4E AVIskAch 131‘% HIL Asx2E Folz 6

P Hrkal FowA olE ‘3} ﬁ} ehhlgte de
dxe= As i)

0 L

Qe 52 A1gel He Ao oasel B o199 A4 Ak
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A Adbx= v Qle]l EEJAtolar sfjefoll Ashs Wglol
2ALBARRL 735 o]& Atelell o] Fofx]= A (outbound)ell thaiA Rk
7‘4*0“5]01‘)]: sk Zolm, 9]=wQl1]l Bataafscheol sl 2dH 4
< TAHAS FFetEg vmelA FREE FA5] i

Oﬂ e A g7] el A45x7F AeE ¢ vk Tl dig
ME HESSLE 2oy HAS Aldbze] FHAZE o] [d7FAAMA L]
8 WAt} skl vk FollA FASeldt 2 wlE

hA} A5o] oarle] oJs] HEE el os FHEHE

2

Aol guglo] Felz FEolol Gk Asle] olde] Feolst
Gtk %, A5z 27 ool A Fe ABF] e £Fo
2 FR5 Qo] WA oRu} Welolehd vl
e 91RO ol YTigle] W A gtk

o7l AP 5 AF3Ate] E3sh] wiiell AR 2 AR
gzl FARHA etk Fstth v 937 2534k

B ZABYE AHrEA & 4 =S s8ekal oA L ASAL
s &S] 918 o] S AT BYl= ofg7] wiise]
HYE AF3|A}F of o} Faglo] AldSxE A8ttt
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e M9 AP7F Norco 24 sk A3lol 93 H=

ZIshs AAT]S Zhal Sl =kl AP=

259 AdE 39sh] flaiA o divt glo] Algele o=
H<IQ! Bataafschedll o]d3gh AS)S A Aatieh 28]a F24 d=
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1}, PPG Industries, Inc. v. Commissioner 2 (1970)

[22 2] PPG Industriesit =&

2 2]
@ |PPG r J}UH jlgt'x}
—r/ﬂ
Commission
A3A}
@ PG I N e | PPGL L we s
- S .
™ wn 4 [ 2 g
AN ® E§ PP%
= ARs] = =217
EERD \ AT
- 89 epoju
- 32| olo]HE

A 195499 AYASAE Al482x] wet {7, FIE
2 slrekEe] ARPAR] Tl B3|Ab 1960 2 1961 =912~
Aol Bolas F A % 2gstgont W

o)F F% & girks #AS vtk o delb wae 3

BEARYE 2o Al AR 47 Fola g )
7B AU SIAS] ABAL A5 F ARE 10604 1]
Qo BYGIozyE BANS W, ox L of5)F HAH
39 238 e AL oma fasgch we okl
S =R 196140 7 FRATL Sl A3A A o)
A e A 91 XPWM] Adje] AF2A F4& )

2
Z+sk d) W& 7+ v (constructive dividend)S $-3 814 Fkth

M
o
ot
oft

I EEGIrh ek W2 A ge] de] AsAREe] ARHEA]
% 21E) ojxle] AztaA 196OL4°1] Sl ZEAE 3 S 5
e ee ATk dele Atk fasin) 4710 A

Jofel SAstke] A4S 713t el olFeld Lol Akzs)
5% we 1Yn 55E w90 J)&(e)dE oFe] S8z
3]

= 23D Sl Z3Afell ofdh o] i Y]zl iRt
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o7lo] oh]glon], utebAl 1960417} 1961
o T mrlgge] FUT ARFAS ApoHOR Asld:

Basiglch ea 59 Akl ols) Ful w3
AZRE 29122 ASAAZ o Fol] H31E we a5
£ WA 2 J1EIAT olFo] BAE 5 /& TP o
%

e Ateizte] e st fvka wgk
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X
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2, AF 8 2 FHJE AEFe] AZzAA2! PPG Industries,
Inc.(o]et €a1)= Aol o} 5] REo] ¢f3f 18830l HHY
AL ARAS] Aol AlEE GAll dare] F AREA AR
o #anolyo}l 2] Pittsburghol]l U dies AHE B39
af gkom ol r|Eom Tejar AT 37 WAl ofsf I
254 2314 (federal income tax return)E 2Hd 3l %ﬂr

3= 1960 129 31l YAl e AR AL

Columbia-Southern Chemical Corp.2] %S A5tk

1958 o] el = oF 377H9] fj=Riglel A= shith 1
2L} 19581 o] dell= e=iglell 19 Zisol g AgE dAFT
© gholds Aleke] AlA B osfelelMe] AlxgE o] dEuE
A HolA| %kt

Pittsburgh Plate Glass International S.A.(¢]3} PPGD+ €
o] hHAF AFAEA 19581 THo| 29 x0] WE] ug} 2
HAE FAH A3|ALEA PPGIE Z2&87|=2 3F fae] A4
ol w& F4e AA, Ao AFel diE dE w= o]
AHqow et =4, vl oA Qo] ss o] 88 4 3
© 71315 sk AR, wl= dielld fare] Vlss o] &% Al
o] AxE 7Fsstl & F= AS FHsb] 913 FAsE A

W= o ATk

)

Mk
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2) 2NHE 2
B Ae AP oJaln 24 a5 |
S Qe oo wEM 19607} 1961 ZF Aol 2,811,000.86E
oo 7]
%

N

rlo

2], 2,684,387.6722|9] Feo] HHHHA
AR el ofs A Ae 4
196017} 19610l 242t 304k 56492, 32%F 4,1

H

S5 Al el 5 ARl ol dEIE o]Folile
il AEZF He W FAES Ak e 2

AR, 195438] AFASAY A48zl wh} =417 7ol 1960
219610 A5S PPGI(HLS] A 2912 A3|Ab) Z4E
Harol Al AestA S e=A oA

=4, Hatel]l oJsiA PPGICAIR o]Foixl 53] B 7|9 o]d
< FaA 1960 B 1961l farp Ak o]So] Aol
(capital gain) & 744 S(ordinary income) . ZA IhA|thAto]
H=A o
AR, 1961l fare] B zpsjAte] oJsiA PPGIAIR ©]
o0l 54 FA9 o]do] arel Al 457 5959 el Eah= 1t
13< o & 235 7FA=A o5

A, Qarh zZsjAbel] el ol gAke] Aykm 195419
ALASAE A48230l whet =A% ge] 1960l 27 7,304
255 Bobd ABAERY oA et SFEPeA| of T
oA Al 1960139l Distribuidora Quimica S.A.(a1e] 2¢kA] 2}
SIALE of=ZFE|YE o 93l Pittsburgh Plate Glass Argentina
SACAIR o]Folxl 54 2pte] oxo] arelA 15 vidZ 3
= AIE THASEEA o

oo i3l Mulroney #AN= Tha2 #2o] #4313tk

=
-
==
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A, Al A48z wet 1960 B 1961del PPGI€]
EFAE S AdRE Yo dgelEE 2AF o HYe FAH
Fol 77 Aol AelHolm wgelHoleli wol olF 7]7ta]

3 ]
oh adAAe] 7 w6l SRS A2 99 W

%
3 F wl§ b AAS ool wele] gt 19604
196100]) ©]o}7l PPGIel ts A% 2} Auge it
vk ol uheh AAbAoR RelAeS AFEE PUNT 3

AL AN,
S, 4749 B AR o)Azl A 71z Bk Aol o
8 olFoldl 2912 ARARY EHE we awln SHE WA
SEERIE

e 710 olde AP l%el YF mE »Elzumo]
o] oluigion] webA] 196041} 196141c] &
wol5ow APl 4s vk T 5uAl Aok uf
e AMERE 2905 QRN o Foldl EHE we
81 WA Qe 7% ol Adzte] FHesTt Bk

A, A 1961de] ERRAZE gl A3l wie net
A AGAY 2902 AsAb] Ade] A FAS 2 o
WE F e $Hs etk

A, A3k Bkl sl AEE 3] Fold Aol Al
b ARz elAste] ABAL 25 F ANE 1960 AwelA @
ge TAFe) AL AP AL ot

A, ARG she] ABARE Afelol o]olzl ARt o]l
Az 19608e] At F e FERALS ATk o

Ashget,
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t}. Stanley M. Diefenthal v. United States #+2(1973)

[12l 3] Stanley M. Diefenthal %! Scrapcoiit THZ

o Fukaya Trading = .o = | Southern Scrap
AT ws aRT
Stanl LT N | Company, S.A. [5l.Z0 e | Far East, 1td,
A (FUKAYA) SA
shpt
1 /3 5: % = — ‘ Southern Scrap Far East, Ltd. ‘
) —» ‘Compania Transporte Arroyo ‘
Southern Scrap
Staey <} I s | Material Co, Lid
PRES (SCRAPCO)
e

= 2le] =45 (net income)> &Y Tl &) AujE] = =
wiRiglel] S(F1E) Eojoprt shvb= Ao Aol WXl o] %
o Wi ASA FSATES S H Tk ool AT|EAT 2
AN A A1 S-S 1966 HHAlA =] ti gt 1,617 535392 <]
TASES P ASA WAl die] eElo Y Y 2AE
e, 1 Southern Scrap Material Co., Ltd.(°]3} Scrapco)
of stk o7]e] W S =A% Scrapcod] FFoIHA F
2]=rele] vy =221 Stanley M. Diefenthal(©]3} Stanley)
T8} o] A A5l sk ;°”—4 g S FEE
ta ddstaith AR 2AE 3 & S A9 AdEA
Scrapco®} Stanley = =A% 7go] 9= 1O 2 HE] Scrapcool| F-4
Aot A5S @dvte =gl 2718k 7‘/‘ﬂ§‘r3° ATk =

7l 2% AFedth WEe WA 182 SN i
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AARAJ] A7 FFHtriaD oA AAE AL 7] it
Scrapco®} StanleyE A A= #H4S A

1) AHAZEA

Scrapcot Stanley®] o}¥ ]2l Adolph Diefenthal(e]3} Adolph)
o eJaf 194171 B7gell 223t} Scrapcot HA#H Z7]14-E 1965
W7kA= Adolphell o]l € AfrE ot Fdol we 19 A}
W o]F StanleyollAl Scrapco] F2 F 3% 1ol 1Eal
Stanley®] “F o}EolAl 27 3d9] 1%e] FEHSATE Stanley =
Fredell osf FAR AR AR H} FAl 7 olEolAl dEE A
Ho] FERE A E A,

Scrapcot 13 % 2|(scrap meta) S i, 7 2 dwjel=
Abell FAFe Stk ARglol el wheba dEe] A Ay
AEZFEHE TS P HA=d 152 Scrapcoo] EEe 9l
= 7 1A S Nk = AS aFskth ARdel AdA vl

3437l 98l Scrapcot TEElAdol i HALo|A AR
2A7HA e wolol osl @all 7S (voyage basis) S22 &
AARS AAdshs S s gt 18y Stanley Scrapco
17t 71&(time basis) 2.2 W7 slopt b 184 3 4

$ WeF AAL fFske A glo]l FAE TR P s
o

O
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Stanley+= 19501 7

= 3l 7o RE A4S 3 v wuEddlEs

3l Stanley®] AHE-2 A4 Aol e AHS o

AbaL gle] &ei7F SR vE 7os SRt
1960t %= Stanley:= "lE1e] 1%E 7AvAo= W= il
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agency)s Yo MA¥E EHoz dhfrpbHl Fukaya Trading
Company, S.A.(¢]3} Fukaya)S Alth 5 WS d¥o A4
=2 zra 9%l ‘Southern Scrap Far East, Ltd. &= A3E A}
sk

Stanley+ M4 Aw3g TS Akt & AF 7l &
°kS A 73t7] 98] Compania Transporte Arroyoghi= A& o}
Fukayas &8&3}7] A&ttt & WS + 7] FE= %

o] o]ol& stk AA, ARF 7 &Aoo mRE HAR
252 7l AAe] fFREE ¢ var AAY] H8-S A &
=), B4, 84AI9F A50] Fukayadl 4

241871 wiEel U1 tielf o2 e AASE v
Tl A AR FulE W7k = sdshA HAEER).

AR Fel5o] 95l Fukayadl tial Al AzslolA s
APFAE 9tk AE 8d FA E5el wel Stanley+
Fukaya®] dhju}l =243]A1e] Southern Scrap Far East, Ltd., S.A.
& AdsaL olE diel FEsh= HAAE BUTE Southern
Scrap Far East, Ltd., S.A.& ©A M54 HloR vlEoHS
AR AAEA oW 8% oA &Stk A5S AAY
Fukaya©l] 2% 7155 AaL H-& 4] Fukayaoll °lsf 24 #|&+
Atk olo] we} Stanleyw Plar Bl A& AlFALE A3
(information returns)’doll= #4553 Fukayad A502 He
S A AR AR AEgE AaAdel= AiASS Southern
Scrap Far East, Ltd, S.A.¢] A25°2 HI3h

A 44 Fukayass Scrapco$ts= E719] SHE AAZA <
ek 7RA)7F e WMelAS 2Eal IRItk Fukayas €l

A

g
W2, FY L AMEE, sl WEAL a8y el

At

d
z

ol
I

AGaSA A8S3E(a)(1) B ABAZED)(2) F=.
A 25 A A954x(b)(3)(A) FHE.
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(SN}
(SN}

of b ol H oAbE Far FWA AN B4S Fske B
ojAth 3| HilAE Hrjgte 19654 59 31YA=

Adze] 169 25802, 19664 59 31Utz Euw= 84
o= 2% 43292219 7S AAdE Ay ew we AL
Holo|Qe}. 3 Fukaya % Scrapco?] AFHS %%“3}74 okgro
W A dsole e 2fol7t EASHRYE Ao vkl

Fukaya”’l s]91¢] AA7F ofHd A3} w7 HA| 2 Fukaya$t
Scrapco Afelell o] Folxl GdAF ol 9o At oA
t}. 196611% Scrapcoi= Fukaya®l 771¢] dsf 7|5 4719 A
Astlet, dEAE 7Hdd os] A7 A E A sk Tl
e AlEe dA wdew wAAIE BYE A vk
Fukayat™ Scrapco®l Auhs Algsh= AafAbzy Alb 7]
SAAkS o] ghi=v o] WAl oJsid A7t ofd dE|E w)
A= Zagk G ol wet 7Aool A=
74 Hl-Es Aes] o ¢ AL 2= ] FEE v 25
A3k 23S Frlisiot ik

Scrapcot= 196611 &47A1%F 5 dF-9F dste] AutafAEel
Al Fukaya® WAl ] HSS AT SAE wFg vt 3l
ae AZE 7)1 SRk 1A A FARE Fukaya=® A5-&
olgell gt Scrapco?] HZo] FukayaolAM 18-S AAs) F+
AL ofyn, &=47 99 A -(contingent liabilities)ol] tiH] 4
= TE RS Bt 7I9e2A Fukayas ARE 71E 84
oFof] tht o3t AFZREE Scrapcos Wold 4= JE TH
S zha QI9Ith 1= & Scrapco?] A Ao EAHS WA
714 = 4EF HA Ftel] Efsitiar Holof gt

oA Wl B A EF AAVE dgole Eetal wAE g
1966 HAlALl SAAFS Sall BAE 458 A5 Fukaya®

F-E] Scrapcoell &dslr] 98] A4dRxE L85t TE B HxEe
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I A o] AAS lﬂ Hokut dlt}i= Aot}
A WA Az sl Mee Aulel B4 (form)Rrhs
S ZA3t}. Stanley+= Fukaya®l @352 Ay

= ivf‘& e AFFYa, vE 1966 BAlolE= Stanley 7t
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4] oA = oH 7ol A5S FEIrta BTt 2y gl
Fukaya= Azt 7|5 &4AIkl] we RS I osZn] 259
AF-E EHgle] FEe Aoy, EAle o 1 w9e] dnt
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o Rhdshar QA ool gk 1S AUS FARN A A1
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WAIAR=E 19661 ScrapcoZb 7719 AAS ARFS A s 7]
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ALY F 113%F 8,000l gk A7 R £33 2,009€ ¢
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A= Fukaya’l 898 A&ESHA| ¥a 54 Av|=E
Aeedth= 4 A7Iskdvh 3, Ad4A] Scrapco®] A7 7]
7](magnetic crane)& ©]-&3om Aol o]FojX|= 5 244
W Scrapco®] A7 gtk =4, ARbEo] Scrapco
e o8 ¢ JreF: s7PEsten Scrapcos o171 &
o A AlFsiiek ey olek d-steiM = FHAQL A3A
o U3 vEeR a9S A Ave E8T SV AAEA
AA - Scrapco?] thFe FYUE©] Fukayadl 23k 214491 B
glo] Fukayas <9l3l AH|2=E #|-gsl3it) Stanley, Scrapco| 3
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stk T1ela el gto

S

A
Fo] Scrapco?] 7HdH] F 0.5% WTHS Fukaya©l

oS
T

°©

2]

z 9
aas|

10
@ 53

A

36
T

[e))]
AN

H74r=._
=N

ol
o
£

1

bk

ARl Gordon A}
(e}

Al

ol

1o
]

£l

K

il
y
T

o|)

A

Fukayacll

Foh eg

°©

+= Scrapco’} A&
A25S

A2

Al
.=

=9 233 Stanley’} QA2 Scrapco?)
b= Zlo] A

o fl@ozry s

i 2y

2] 3]

oz
H

A

i A= =
=
Scrapco®] ARSI

AAso TN 17
A4

I

RN

A, 9l
F5] o

o

=4, =

(e}
o}
Stanley

fel=iQlol Aled Au]

9]

BIREE S

1

o

g glo] =
Sl 1ubge] w)ko

H

2~ Lol o
— u =

i3

H
=

il

otk

st

ERE

%

&

7181 Afele] A

=

o|E

-

R

3

°©

1

0,
H

1137F 80002 el &

uk
o

bt

19

Fele] APl glold deHom A%

el
1]l
X

2EA

ml=r el A=

o

F



0. wel ol AAAAA % B el AT 37
S Bk it B o AR A e elaele] A5S @
grEelel @gsteln @ ARl Ak 4gsE 5 gk 9
WELelA AAE vlsh o] o RE AFEE 2AE
asela AT 5o B dWAom 2ATES A4
2 WEoRM 159 oloo] JURHES AYBES THT A

T8 2L 7] wEolt

2} E 1 Du Pont de Nemours & Co. v, United States F2(1979)

[22! 4] E. I. Du Pont de Nemoursiit =z

A3}
100%
DU PONT oo N P DISA A//v

ﬂ%T s st %

T AP R Al oJel o] Folx 1 AR} A 9
a7 AF3]AHwholly owned foreign subsidiary) Alole] 45 A&
S vgsie) olell dis] A HY(Court of Claims)9] Davis J.
Fabk= AA, A7 ¥ (resale price method) S AHE-&FaLA} &)
= WAARE AR A aAE B 23S FSAACK s

A, WA TAYI BFS ANAT ol PHERTHE 2
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1) ARt

n=e] SEFSALE A Rbe|AE & ARz 91319l Du Pont de
Nemours+= 19594 % &fe] A& e hdaf =92 A3
ARl Du Pont International S.A.(°]d} DISA)E A#3IATh
DISA: 319, 5“5‘] 9 Aol A textile fibers, elastomers 53}
2e Fedol 2 Du Ponto] 53] AlSEel ik viAE B )
@3etr] flete] 1957dFE %o gtk DISA« S84k
AFE] AE el dwA] A Aujs F 7R defjes 7 o)
A mHAR 7S 8ttt Ak VA e AR S8

W, nAERE A 22 dde] Ak AP MujAE Alwst
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3 oawow w2l geS B S glrk agelw Byl
1Rl 9] ABA} el 2AslEe] DISAS At
el glo} AL ohje} et Fo@ mel eafiths
A o BF F glrkn mghtk of W ;elH ®A e wep

Du Ponte] &4t A&7FA(fair market value) Xt} 2 7F2 o

2 AME o8] Al ASHE WeiReh, Y Afske] Al
& B3 ASARE Folo) F Hrk e RS AU "ok A

OHQ A&l A== Du Ponte] gFshAlEE2 o2 AR
of ol WA DISAel e thd HHAQ = =
2Rl Al Advlstr] = AaiA Udek o2’ Du Ponte] 2}st
A viEs Fol FEE ol 9k DISA 448



O. v=re] ol d7kAAA 2 dd add A+ 39

AUFES o) 254 34 94 35 DISAT] BRI,
1959 2 1960wdell A1 o]k 22 o]] ujito] DISAQ

Ui B2 %S wies] So=A A AR & ouf vdd
Aolghs WS Wisith whebA A DISAS &5 & A%
e ARl Ao 2= Sdsl 19599 R 1960l §-
Aol Aol tiEFA o Frkskditt 4 Al l(additional tax)©]

e ol Pels Aol & BHORA ¥ HFiS(refund
suit)o] #1719tk Du Ponte #1517k DISAS] B7e 7474& A
4R2z0) BHS WANTE AT RO wFe] B w e
WS TAYFE ARIS Bk Tt WAL A
A7t AgF el ASle] 7k AFS BN Aol e
Fske o) Augoia Busdck

o Able] e WAL Y At AR A AN
A Bz A, v w1 BARY 20
o el § TAES YU ASAES B AT
2 271905 Bh A Aol BAsE 2k Al
Pz AREHe b e v 2t Shusiol
7190 R Has 4+ At 27} Hel ] wEel 44}
& A3 Alole] AdE RS F g Sold Adeks At
AR o gstel of
A 21 wljeiAte phles AR @
ool ABAANA AL PR gt vhIRS A
Fole ol oz A,

A

ol
s

ol

o

(<3

Pt yo

2) HRlo| B

AR g B 0] el BAE WAL E S5
Aele] 252 A3l walr] s BAG B olF WKt
A5 BP9 YT 5 YRS AT Pold WEY FFAH B4



S FAH R stola IAIHRAES A AllE 2] eFe 219
A & AeF sk d vk 2eu B SFAARRIZE A
et ARl AdE vlastEH AEe AR (substantial
comparability)©] FAjste]of s o]ol] thgk Y5292 HAll Aol A
AThE AS AL, & ARIA = 2170 A s]ake] At
EAZE | AUE AR AddS FARPE e ek &

Azttt

gk Jede FAH o] wARtel 22 JFHdSs A erial
sHAstar Ao AAIgE thE AEs WS wolEdth o)A
g 7 FE "2 A1) AAlg el distels A A
7t A2 AEsiaeAled ek dgo] vk ARdelth

A o7 HAL: HARIAl Aol FAT AR AE Al

MBS Q@ gho gy dAAHo R ARt A5shs Aol E7ks
SHes wEEQITh whdd S ] delA] B S|P o] A s
olA7}A0] &gu]Ael M W(within zone of reasonableness)ell

o,

dehe AR A3 Adel 7xsA e AR 7MY
949 AAurkE $Hste 488 9}5— CAZ vas 7

el Qe 7 PeEY A5S
A W) g9 DG BS olF WAL A5 DI
ANG 5 JES sedmd TEE WE D ARE T4 e

23 sk



0. =] o] d7EAAA 5 #d e A 41
price) S S#Z¢ A3AL 7)ol whel st A=A gks
ol e8|y o= #psjAte] olels SHhEksly] flsl o= 714
e AANE R Hol HARE stew AA =4

L q =
FE THRS QT s Aol L 5 gl

WA, A A B 2 vIgel s B

g A

OFO
o
I
L
_‘

i
~
&3
il

o} United States Stedd Cop. v. Commissioner ZH2(1950)

[22l 5] United States Steelit &+

\ $ .
\ " | ORINOCO
4391 4]
e
10096
U.S. STEEL \\
1009
S |
v
$ A !
\ NAVIOS
AP &5
2wzl o}

A1



A% “dii(consolidated appeal) = ZMHY Quealy HARS] F
712 AA2BE A7) SR s 23] EA AEo] YARF
ANA G of Fhh= AP AAHS A F AT Ao
i, o2 sk gAIAE ARsARe] Al diel] 7] 2 F (basis) <
A Fert vks AR 24L 7143 Ax ByEo]
o

7};<] Afobo) 1’41*8}0% 9] Lumbard 53] AP}

A, T&‘ 741@:6}« E A% *ﬂ* HA7E Wl detel] A g
Az AFAZRE T ARl AR HPAS FEsr] 918 ARs|AL
A ALE o] &st Aol HHsAM= AAAT dAkel A
& 7Ho] AHAYE SHE F Us AERE 591 FuiAte}
o]Foizl Aol FAlIHE TA7F SRSk wEbA gwlgol W
QoA mIe] FHFE XA ek SAE AR A 2

& o Aok =g wEl AagAt 258 gt}

=, Ad7HASE SUEs] Sl dAAE AARE SA0l e
Aol S8 wigfskx] Atk Ban o3t ofE A

AL TARFE A5 ATIS FAF T A8 2AUAL

WAL sk
el FriEo] SUA 2 d

A g5 AALIRe] A9 ) Ado A o we 7

ABWGEo] AT FHAAL] ol e 1oAY o o

o e Fradn agds Bretn sk we Aol e
A Qe vk e dE AFe A4 Awedhe dans

3 £ All(common ownership or control)ol] 23] <3
of =gtx]ojoft 3}7] L‘H—‘jfo]q. ofl2e] U =



v o] dTEAAA B e wd A 43

AV AYRJMA o5 wded wel= i A7 LA au
%= Harksshrint shd gvkar siAskint.

A, AQAPE AAHOE ol8F & g WY AL B

2 flo] APAIAE AFS W) e wAe] nf AR
EE sle AR RS BRAIES YA B AR
T7(1.1502-34 2 1.1502-35)ell whe AlgAre] £4E o83 B
AR 2T AEATAE AFHE Aol B ADE oS 3E
stel 1ol i@ AFS ARBAE RECRE AR} Gogle] W

{r

O

Al 7127F0 e % i’\]ﬁok b AR

ZAEYL Y AT Ago] olF %Zl(double deduction)&

WAsE7] 91k Ao|Rom g Txrpbe] At A HeskA] &

than s ot o] A Aol 4’311 7=k Lol

= A87Fss AN 8 AGAEY] S-S o8 AA o

5 A3l oA E‘V}—E-— stolw AR A E AEsh= sl
3

Fajo] 71zt e AR AESE

()
b
(L)
o >
X
= 12
£
o> X
r
: Jz
L Lo
>
- 9
ol
oy o d
iih3 et of
X
9,
32
o

o
T
e
ro
P‘L
rr

75

1) S =X

WAAFe] United States Steel Corporation(©]s} Steel)= 2]
ALstE olE 78 FA AdAteltt m= B AAl ZAel] HA
A tae] 23 BAhE ARska o

1947 Steel> HvlAete] Cerro Bolivarghe kol A= 3
B ks AskaL of 200WHEE Y] HlE-s B s S
s3I 194940l Steel Cerro Bolivar 34kl A2 2 7S
el Azt oz A A AF A3 AFe]l Orinoco Mining
Company(©]3} Orinoco)E& A H3} T}



44

Orinocot 1953WdFH H3A& dAvjstr] A&siist 27
Steel©] OrinocoZ4-8 T ullgt 732 Universe Tankships, Inc.
9} Joshua Hendy Corp.2h= 5821 F 3|k o) Afel wi
of gk &AAks B3 wlmom ERkESdth 1953d 12€]
Steel #]#|2]o}ell Navios, Inc.(°]d} Navios)gh= % th2 b3
25 ABIAFE A S AL, Naviost 19541 795-E SteelS tiil
sto] gAAokS W HA 58S FFH 6T

Steel©] Tt o]7]= AR Naviosi= T1E9] =% A~
= UE 3l 2R ArkgAEely o= HAs|Ab = AlEEkel
th 1954~607b41 8] R 713150l Navios7h ml=rell A H7k-2

FYdshs Tl HFR FUAAEANA AT 712 Steelel HT
g 7143 sdakich

Navios¢} w742 Orinoco= E3AF 714 2 31209l
Steelo|wt vje}d o2 FmE s14|= &9th Orinoco® ©HE =)
A7 ARt e=re] HASAE A Steelell sk A &

A 7HA R FulE SRt

Orinoco= HlUls=de} A =3he] npzk2 FHA4slshr] S8 &
A A7 S EEshE s AlERA 240917 ]5(Free On Board :
FOB) o= H33AlS wrfjstict aid 7|3t &<t vj=ro] H3A 7}
AL WIAE F Mesabi AbHol|A] =gl FAol gk Aujo] €]
& vihd AFEA=E 29 Lower Lake Erie 71402 B3t}

19601 22l Naviost= oF 8dvtdele] o= dw 2 dF9
AFsl= 2SS 283 w9 AJFRo) 51_647]<§(Venture)o]04x]ul—
Steel 2l 71Xt <t ehddAf AFBARR] NaviosZH-E 8] g
S kx] Eakith AR Navioss 99 ZA19) WA (offshore tax
shelter) & Alolth, 12} =AM de] HASE AXT NaviosE
A= 3 Steel®] Aol 1 AAIEo R A &5 A
ShFs HAISAA T A2 ol Navios M%7 Htax-shifting)

O



O. v=re] ol d7kAAA 2 a4 e A+ 45

She RRE 28 AEA F Steclol PIF FHo] opd Aok
3]
=

T =S o FomHA S difel =7 7]olsisl]

d

1957~60del] o]2+= ZAAEe] Naviost Hg4 502 oF
39 9,100vFEH 9] Fos f55IAtE o] T Steel ZFH Hols
ol F=<lo] 29 86007+ & 73%E A3, ZHA <l = 7}
THAESE T 5%l sidehs 210092 9] ol
o] Sk

A7 742 Navios7h Steelol] 25%87HF ¥} A+ thar
sk, 1957~60d7kx19] 717F st F 52147 1406E8# 9 425
Navios=45-E| Steeloll A&Fstdtt. o|efgk 2ol LAk =
A2 Steelo] A FSdo] 48071 142492 ol o]ETta F
ak3ick

ZAH Y-S Steelo] Navios® stolw 94HA7F Orinocoll 23
Ao] wl=r W) 91%=7149] Lower Lake Erie 7143} ZolA|AE &
o FHEESE 7] witeld) A2z ogh A sttt
= AES Uitk 2y AR e] AR BFE Yol &
508 I3 23 FoE 24& v Ade D Quealy A}
= 7 7] AR WS o838k Navios7t ARl o] EEA
H| 2ol sl A7 R AFgls Afol 4l 2 Fols Aktet
gt 941 Steele] Universe Tankships, Inc.2} Joshua Hendy
Corp.9} 22 19541 Aokl BAIE 8v5 7|2= st F7ke 4]
€, A9 #® oS aEste] 2AS 7REe=A 1956~60el T

3l 79l @ FH(hypothetical rates)S FA&FAch T3l o]# gk

0. ﬂll

_\.L
n

el

tlo i

A

ol

3) 7H7e] sttt g 7pAe sieEs WA ghe
9] F9l& B3I 4 i Orinoco AEQ Huj&
2L ”]3 o] ZME ALWA = FU1HQ o]de &

ol

ERE P
£ Wuse
g & 917 HE



46
QA gagel AP AF7] A8 Quealy WA= A 3

7
AT Navios H|-&o| thst Ao 7)%s}] &85 93y

ole}& AT M euk At a9 v ARl o]
olo] = WEko R Zh Ao ﬂiﬂ Aol o] FoAA= W
e Al AR el osi mEE A= 1957~60d &
oF F 27007+ o] A5S NaviosiTH Steelel] A eI ==
A8t vk

el ol B A o] A48z e Edel
upel 2ol 7@%@% Ysoh= ﬂ A3kt W—Eroﬂ ALY

A l
Xlﬂﬂ‘f”od‘ﬂ EH%H Adamt st g2 aFoR Aul=E A

o Wb AL Azl ol AR e
7VAo] ESEAZL Qe WARIGle] mi ELTAYL gl WA
3] SYHQ Aol AFH A% AT i FAR Al

of 3 FaE = FakE oz o oy prhE AL

USE = Avkd AFH Aol el ske] Ald82xe] AdFomt
g F e E99E et ddsigith galrke] gHsol

A PERJAEZ ] FA 5 olEATe AdE TRt A
= =

ZAS0] Jejehe e,

o] AR %34 AL AeRt o] S35 A el Aol A
Aol A FLgE Au|zel disl Az P A 22 Ffolghe=
FAE WA Aol AT Al SRH TriEd @

Ho

!

KX
019} %338}01 =5 ?—UHXMSA Ael7} Steele] Naviosell A&
& 7Hzol 7S =



O. v=o] o) d7tAAA 3 a4 e A+ 47

77t FHettkar Bkt
Quealy FAl= SHA Q) FulrtEo] A4 ol 98] Navios
£ ol&tEE o= Ax ZaRkts slolghs Aol oEg ot
oli= Z5E Zlolt}. Bethlehem Steel> HAHQl F=HAAS =
slglal vl A A7fR 3)ARe] Eastern Fuel and Gas® AuF A+
] s

47 Ake Fal £ BAT APt A ol
o

=
ARt AL Steelo] HHHA FHAET PRI
A3t 8 7S AEIATHE AMES 1 AAZA] Steele] Frt A
g wYThs SR SA%L TS ol SHA THAE
g] =z

A
Steel> Navios®} 47] &4A0RS Wi glon = ]

=)
WA g A okl at el Zlo] o} Steelo] afl-&AF]l Navios9)

HAZA FAaHPL FHHFe] o] 459

o] gitkar sHAstATE
TGS oksy] wulGFdetelA Gl Ar7b mlErEc
5%t B HAWE Navios7} 478 85 bA%Wa =4 &tk
© e AT 2y FAHEE o] F 7H] ol E &

lf

_'Cgr
Sl AESHA] Sdth A, &5 &
| $low G=7kx]9] Fel tidt 57
ARG BdE SAE EAEHA] Eeth 2A, e evtd

AR Ae] Jddto] AHHlAE AATEAC ol Al wet v=

-



ao) Ha) fE A o e 2T AT el 9l
A% wed et B, sl 2 el B 3AAEe] vt
Aol o8] GFS WRTHE Aol B 5117k B0l obd

ojm|st= AL oyt
Navios®} Steel®] &S 7 7% Navios®| 8wo] A%
77t obdetar F=4et] Sl AXE = A= AbEle v 8l
th Navios7} 3778 7ML v &594% F78S 7o
w}a}’ﬂ S5FAZE Q= Teliakeh iRk Apele] Aol =
< 7H4el7] wiZolt) 12t of7]el Steele] OrinocoE A|H|
0‘0“1 Navios®| & =¢7] #l8l Orinoco®] 234 714
WHs 7% ve ARS slZold A3y gepx A @ 7}
o] Navios”} ¢} Orinocooll thdt Steel®] Zfrdoll 23] <
wESt7] Wil Lower Lake Erie 7F&ol4 Orinoco® FOB 714
W Navios®] AR 7FAL GA7bAelekal & 4= glok
oleldt 42 o]BA o R wfHA ol AR A o] A
o Agaties AN AR A7l A3E TR A
TL AR E A=gh Fefo] SyAQl AelA FL3 E=
ARgE Aulzel s e gold dre AE ASsE  dn,
A4R2xE A&ate= FARE Al=E Faste & Aok 1
SHAl 95|39tk Sharon Steel, Youngstown Sheet & Tube %
2 WelE°] Navios®] AH|ze dial] A &3 TR0 Steeloll <
I Al ol sdste® FAls AdrE 53209 offolth

1= - A
< o7 “EyATelH ¥F Afd EE AWi(oint

ot
to to N o

-{ﬁ i
o o Mo

1_4

o

ol

g
ownership or control)®] 7133} tjzxste] dAeksfolst srta ]3]
3t} Navios®t Jones & Laughlin, Sharon 2 Youngstown A}

ole] A= Steelo] o5 7IYell whel 2f Hi= A[ufol]l whE o]

AHAAE 2o A o wEbA Naviose} A= 3+ 44
of &S vE F Q& HA AAE &hrh= HollA A o]



O. v=9 o] AZAAA D #& A A+ 49
o SgAdol w3k AT AdZE A Al ofal ke WA
Fth= vlA Fo gdish] fsiAe Al vkER TS
stofof 3k Aot} ey} A48230l| A= Folo] HyAolx] A
o tigk g o ® =gkA7]= Aol A Asith
AEAUNE 3l S iRt dulAtel] ol = Tt
AL ARz}t FHst a4z Q) A7 (perfect market
price)oll A Blojd A= REL A b d s At
AATHA SR o] FARA] & ThsAS T EolAAl Hrk Al
48275 A&l ol AR dtelw AlF AT gl Ak
o Fujapzt AAl GAE 7 e AR S A elgE 5
A9 el FAEtEE egehs RS FHHEE AlFolgs
oA olgk 9] 7P R A7t o] FojHith= AR 1 AA
How SFUAE e kel Rl AgrE A o)A
ool dTHe A ofyrh AU A ALY “BE
v ARTolEs e sk FAlRke] THA o] A AA
ol AdEd ZAHAE a8k g sids AFekslth
= FHAR AdEe] WAL A e AEd HHoR
o]Fojxof ghrhar Agel 8 Ee] = A2 olHth Bethlehem
Steel®] +&H|&= Navios?} Steel?} T
I ZpolE Holal glovt gk Fof
A g SHA A SEskER duE SAVE 2 A2 gL
thal ®gk

Quealy WA= AM82zx] 7]%23 Aol APA] HF8I

A

o

—

i

A= Steeloll o8 AEH QF0] HA 1HRE o)) 34
TFEE 2T A WA diste] R & e A
[FUAE Sl Hofopwk gitpal AFSATh ohA] Tal SHA
¢l 75 Naviost W& TS sk 7] 12720 Steel 9] #AE
FABH] flal e aAERT B 7S AEls Aloldke



50
FE2olt}. Quealy A= o]dol= Steel®} Naviosell 93l A|AE
71l mel dgA pFo] o] FoAR|R] &9k7] wie] AR A

A
1482-1(d)(3)¢] omtiz varbsd A= & 7 fivkal A

N

T+ ¢
gk ofmjelA] sl mlarbse ARE e U A
A9l ¢l& Flolth Pittsburgh Steel?t U.S. Steelo] 7}7] tf2 A
717 L Aol tist o dstelA 844 AH|2~E NaviosZH-H
TFujskal gitka weks AL AAA AAE dAskes AY F=
At ey vk Quealy AP “HarHsE S “E2 =
oju|g RrolEQl ZA T A AA A e 5334 z
TAHSRE Yol X9 WA, FAHRIES AR FA

Aol ATy AAHASZRE It (safe harbor)E S F §

=

%
:

r

oL

ok
2 o
o
H
=

kel
a1

o

o

Orinocot™= FAFe] WAl sddo] AZlE|Alula} w2 4=

= ST T =
=9 T Aoy Hx g9 Sk v IPELS V156t
ek o] 713t <ol Orinocot= Steelell o3l @z} AR Fej=

olgd & JA B dF FYS B8 A"tk B ARAA F

2 Quealy Aol ofa] Wzl ZAHA

o] Aol tigh FAH ] vhfEAaREA Steelo] 1950~551714]

Aol A Orinoco®] FAEAE o] &3l

Skth= Abol vlFo] & o olefdk B AAES S3 AR (open
ol

#H Orinoco?] HF %S o9/ Agsh=

o,
~
o)
off
2
2,
e
rot
iin)
]
=
kl

~

account advance



O. v=e] ol d7FAAA 2 #d A A+ 51

AL T AR 1A 1.1502-349F 1.1502-3590 <A
160¥ ke e] PR ST EAlE AL
S 71710l ARATATE AZE A7 =

B
ol S Orinoco?] 2F-ollA Steel®] 7]
=]

FHel=#] €] o
Z7FE AR WA, Steel> Orinoco?t 1956~601 6l 55
SHI AlFE W] witel 1950~5519] £48 AAH R o8

S o Brkseita 2 4 gl e So) slzste] i

g AxN7 F gk W FIREn S49 olge Eaol
1956~60¢ll A4 Orinoco’} ©l& ©]&8 4 ANEAE E=7]

off
=
ng
>
>
N
X
o
Lo

AL IS AEshE sfell

o
Alas AEdlfol SR RETE AR Aaglo] vhEA] 19 7]

Z7tNE A S AZES Zhar Q1] welt
1950~551714] Steele] Orinocool 33 A4S Es AEd &
T F 19 54008l o]Et} o] 7]1HE Steel?} Orinoco™
AFAIANE AESF L Orinocodl FHE=A 5 52009 =
Steel?} AgFAlarael] ke the AlGAES wa5s sk

d o]-&% 2l Orinocor 1956~601 ¢t 19 5400q9Hgz] oY
S ok Steeloll WHAEAT
ZAAGL FHo] AFE 1A 1.1502-35F Steel©] Orinoco)

) AGAPE AN O o18F F gk AL de £k
Shol AGATAE Aok WO ol WA} B
Tk ARG A EAAA A ol E FRAIEE A



52

HAAE R ARl thell A&t skivh Orinocodl &
wgsl fel grAdlAM Smishe ARl sidele Aotk

Orinoco?] 2l 3t Steele] 7]Z7Fele 30009HEEolH, A}
Azre] Aokl wt Steelol s AER FHol tigh o]}
1,800 & S7HAE A IR 4800%tE | 7F Hh
Orinoco®] 1950~5511 &<¢te] &AL ojHr} 400vHae|7F B2
52009Hetelolt). T uE SAH S Steelo] g 19 5400%F
el wiAeh Bste] 7)x7Eol A 400%Eel7E xpgtEofof §
thar Fskaach

HHH Steel ol A9 AFH 1A 1.1502-349] AlF-x3
A (bW 7127t 274 F2elA] AiE Axbde] F8 8
241 0)gE7] wlitel 400vrdEle] Eels 2y EAE 4 ¢l
thar FSIATE (b)) ()l EFE FAol| mE 7]
“olFEAPE Filetarat she w=Ee] d#ow & 4 Utk Steel
< Orinoco®] 1950~551 &A1& o]eddto =X 1956~601dol o] &
o 7] wiiEel (h@)@)e AL o] ofetar F
Steel?] P2 AFR7IZE Ftoll HAYH EHo] H|E A )

A2 Al o4

¢

2
1
i)
ok
2
N
N
rlr
o
ol

1o

N

g
O
iy
>
[o
)
jo_{
ﬂ—‘
fr
2
N
QN
?_11
=)

_{
>
)
N



O. v=re] o) d7tAAA 3 dd e d+ 53

A7F A8 FAAEE frlsks Zigde] 98] wielh vt
WEAIME 2 FH A olgks 78S Orinoco?] -5l 46
3] ®® Orinoco7l 1956~60'dell =<}= W71 ol 1950~56'd
E4E o8 F 3Uths Steeld] FEAZO] oi7F s =¢
@t Orinocoi= 1956600 2A|2 /HEAuM S 2 3=H o
7100l Tr7gell WHAE ti= 7HgERl BolE Al em Ak A
& olAel B4 7] wiitelrh vk 19209 AFo] RE <
Erid JREARAE AT olERs o ofyt) wehA
w ARICA “ae A" 04 AgA]arrE AlEE 1950~55
dS oujehs Ao siXshs Aol Aol HAXel 7 & 55t
sk Zlofehal & = Stk ERE o] A s BajAte] <s]
AP goll A Edo] AR SAHAE Ao)BnR AS|APT &

2

—

rir

=< H
e Ao o] g = UGS AT & BaE flofAA
Hch

el BFo]l mushA] @dvhal wHelsly] wiitel] FAHAS
AR Al Steelo] ©]-8-g H(Mrﬂi 7] 27t 7haE AEle 4
JE BHE FAT HS
& Quealy A} ARE-3H % o moﬂ 2| EF 7
7F gitkal wokrk s AR AR AlC] wel o] T Al g
SH7F QleAE REy LS EA HIWS 585K &
L= S R e Rl = 2 | P O i T R ) Oﬂ?j A4S
s T HARE] N A5 s 9 (2) SHE vdg 1A
2 A3|ALe] FAE vz b e %Aﬂx}sﬂ oS ZEAa L &=
2 gehs o)Fe] 2AEES FEA Kiles 7] Sl oA

Q1 o] Basiths w2l 2As 9



54

v}, Eli Lilly & Co. v. Commissioner ZH2(1988)

(22 6] Eli Lillynt =&

N Aan

DARVON 53

Tlu
At @2 Ly Us.

EE

197613 =AHFE 1971~739d7H4 Eli Lilly and Company(©]
ab Lilly)ell tigh oha] F-=2os skl 1 wolfo] thigf 34007
defo] Gettta AT o= wAlA o] Lillye] #AFs|ARI Eli
Lilly and Company, Inc.(°]3} Lilly PR)ZYE Lillyd] &5
AN we 2w Aotk

Fol2EE|Fe| Lilly PRE AHsth A9 7 Fl2Ee
2 JEY v AYLEAY A9z wE AlTEHE =

o] g3l AAAE gsla thislslE e Lillye] Sl A
125k 19669 2 Lillys AlxsAdd ek 53 Arel 37
2719] propoxyphene 530 #3F AFHS AFE]ARI Lilly P.R.o
olxd3sl FWA Lilly PR, F24& ¥ Wit Lillys= v WA s
Al AI351Z0l whel o]el 72 WHelde] Ak EA H ol wE
ZBA} F212] 5] thsle] n]AE A 2](nonrecognition treatment)
£ 3 & As A etk AT A1 AR Lilly PR
© "= R =R ol propoxyphene AlFs ABrlel=

FTLE A2GAA7] vt

T



0. vl=] o] d7EAAA 5 #d dd AT 55
Lilly PR.= ®3ALe} 213]A} Alolof] AAst o] gujio] o]F
A 4 JEE Ak 7FE0 2 Darvon AlE9] ALkE AE-E Lilly
oAl Ffsteict. 2E]ar Lilly ASALRZSE Fofgh Zieks v
o Sl Al Al skd vk

Elxé?:‘} o] gHiE-S 93l Lilly:= Darvon A9 o]&<2 (1) v

i
offt

of thst Lillye] 49, (2) Az &5 gt Lilly PR.9] 4
2Eg M FFTFoEHN 0471] A Arbdzdel tigk =4
3) )b]—ﬁ-'rq UJ 03]0'];‘431]— e U}-ﬂ]FJ x]_)\]—oﬂ EH%]- Lﬂly
e, (4) Ax FIAPtel dist Lilly PR.S F<olgh= 4714
Folvk Lillys WA oA"Y 2 Alx o] dig A4
58 AAsIa oo &4k Lilly ¥ Lilly PR.9 A& 49
Akttt Z18]ar YA Darvon ola2 A4 7]ofkof )
2 A" FEARe] etk 1971 ~73d 744 8] A4

=
s AAstaat Lillys 19689 2ARAS sldsh] 918l

=2

o

©ogo 4y i o Koo o
15 N
fru
i

gk i

Lillyst =rAldol ARSSE g2joll olEsiolnh. Alx Z-sol tigh
Lilly PR.8] o2 A7t ggnlgS w27 izﬂﬂ"ﬂ
A 7108 MRS g 5oe] 100% %2 12]al vHA" Z-sol T

3k Lilly2] 4292 Darvon ¥ f-5H|82] 25%= st} Itk U}
w2 o]l g2 TR uigh Feloz 7HEEQl=d], 19719
19720l 1 5 60%7} Lilly PRl Z12]ar 40%7} Lillyol s
HArk 22 19736l 53] whme mE Az TR 7F
A 7¥E Hbdske] Lilly PR.O %8 30%% =A2AF

ZAHAE Lilly7F A3)AF 241719 wsko 2 Lilly PR 3
9 Az w8595 o] &+ Fol & Lilly7t ol FHARto =R
H &8 255 Lilly PR AR + e AYE etk
om= ofyelu FAsITh Lillyet Lilly PR. Alolo] S##<l
A3AF A#7E olFolFEEbd, Lillyx= 439 nste & Darvon
Azel Ho3 FYPAMES o] AT &S Aol Lilly PR Al



Z el digt FA Fols A& d UEE kel flgls Aol
e A2 W] otk old] =A% Lillyol <3k =t
A A5 AFE QAsh: dial AUREe] e A5 ARTE F
& A FEHAS AL o] F WA Al BRETE

$hA Lillys 4% 5298 Q2443 = A4S 2738 2%4S

7HAe R o]Fojxgom Lilly PR. AEEd tist 7FAZAAA] o
2 el =5 7o zA Lilly PR 4£5% o|dAA|7)= A
& 2ok Bokvh wekA Darvon olsrell tigh wjito
A AZAF Aol A o] Fol S wlitel FYH IHIEE sby] fls)
o] Xﬂ482§§ o]-&d & Avkal #ZEA. ¥ Hobr}t Darvon ©]
7
w7

iy
'
a1

ARG 2 AARA A AUz 54 A 2AE
M* stk olol wel ZAHYLS ANARSAY Al48230
o7kl AAAL &5 @ AAsld, Lilly PR} Lillyel
Aet MRS vEo] AT 2M Lillyo] ASo] WAl oIS
S=A8k= walolitt. o) Lilly PRl 2l 21z Darvon A&
5 ol& F Lillye & 2/ 7= A9E Ak o9t

7o FAL AR FESol AAo| sl Ak AE=rE XA gk

=
<
1
BN
=
i)
(o,
Lo
o,
)
N
o
i
BN
o
Ky
=
:oé
o°{'
B

stk =A%
y PRl &34
X1716PME‘r. =
A e TR WS S a9 AF|Alel o] deE ol

4> H
¥
0
rl
BN
>
L
o
lo
iih)
ol
=2
=
_0|L
2
(z
)
OS’L'
B
mlm =]



gooler G 4% AT wh, S L
ofgl 9] A AU APSA ANH Holekn vl
E Aol HHY19HAS ARkl BA
ol g 24§l 712l 7)zske] 2EASL A3

A} Apolel olfe AsgEonA A A AUAA Ha)

]o
o
pou)
o
2
5%
&}
BN
=2

= 8aAY oy 7

Aold, AN EE g Aol ge

@ AAolo B Aol AR A4 4D AR
ol}, FaAL AAle] A PEAL Agshe d gdo] A &
At @ 5 Qi ARIER 5] Aolslo] 9ly] MR BYHS
A AES Age. ohl wel 2AMe] WA ARS A
4ol AN WA D Aol AT EE HET AL
b EGE BAE BHE ARl i A TAse] - F, A

7 7](clearly erroneous
standard)ell wet - AA 7} o]Fold Aol of 7|tk
AR\ 5YH0 A3A A= ofuE ste e EE Wl



A ve] shugto 2 pe 2R Yelel] FPAtS o] gt Aol
AT = gl

PAAE Z, TG PR BAL AARES ABLE
AR AFREe vshs Holth o]F 23 F ol glo] S
BAE, el AUgEe] A 875
ol alg HAR Adel Aol 2ol Atk B A 9
= AR BEe wad A

dif N S
o
Lo =
= A %
0, Jju % _¢
2 i
of L2 Ty i
Moo ;)
= kol
L ot
offt e
ofN 0
e,
-z
<

o,
it
=
>,
o
_>J‘_Al
ML g
)
>,\I
o
o
i
5&

&3k Zoln, mebd Algd

AFAEE skl A LFol o)

oldolzhz 7HHE HskA Ferhe Mo FEakth

s A2 Lillye] FEARtE olde 940 A3A}

A7t olels BS Bz AL vk Lilly PR E43AR7)
o]

o b
o 2 ot 30
1o )

[

Moo

=2

=

ot

P F

i)

rol'

e
=2

ST 123t olhe AzEA RS Aol A Aot Az
Aol datg s o WS Roleks Folth T @i
MY S5t gl B4 srehe AleX el 2 e
QA HEAL WA W ol AgE ANE AW ARE Lilly
of AR 1@ At FRe) Asaa wakth Ga

< Lilly7F 38 ui7ke] Fejrvs diaSAy 7135132 H]
AF Ao R AP ] AR A Lilly PR7F 9%

A5AN §3B1@E Bl
E ST A e 5
A AoR uA ks A" Jelol he Y.

i ot r&



O. v=re] ol d7kAAA 2 dd e A+ 59

AE FRE F v A

el
ARl WA Atk SR}

.
=Y
fu
Y
n)
an)
Ho
N
ﬁ
¥
s
-,
)
o
e
A
]
% T
o
H
it
f
o
:Oé
=N
s

7] Ag KA AT watel 9819l SAgle] o]togon] A
o

9ge Aol FEF AL TN TG ol o] WA wA
EE A5l 9%e zdshs 2e ohidn FAATE A 3

JA, FA¥ke] wgs F8 o]Foxl P Aol =2

5 9 wakg 5 TR oHe 1 A

o]do] Lillye] &5& d=rslaivtar ddste] o]xd7F4 Ax o
Sk gFAel w2l Lilly PR.7F Darvon AlsFol tishe] Lillyoll A+

ry

7) 19219 APHAge Ve BRSO F AYASAY A9363
of Miaal ez EAstI = 19933 A 2 19963 T4
Bl ‘=48 7)¢(U.S. Possessions Corporations)’e] 3t A
Al els A3l Aggol] wel 19965 AdETAE FAst
= Ao AAEAS. vt 7E HH7IFAEC Y AdTAE 9
3 20009 7kA R AR ARAZ FE3tL 5. 19824 o] FHE =
AYAESAE §936(h)7F 2= & 7ol H-&Ffr(cost share)H’
T ol E(profit spli)H'el o3l FRFAGCRTEH BT A5
S A8 s Rt £37199 A5S s HAS w=
2E U #AYG 9A sid FEALY] dy #A-bste] s
R&DH| &S A5E FH3 = Ao=Z AFAYE 3IEE dA%as
A §936(h)(B)(C)7F 19830l F71E¢lEd], o] 2 Eli-Lilly el
of tigh t-goleti & F U5

8) AYAx} 63-100 4= A482%0) ol8] Aol FA2EF T A
Zket BE AGAREY] TP ol HE FastE 4 v ATS
=4 AR5 HESI] FAH e Aol AV|7A] FE A= FEd)

AN @

L ARS WS o BAe ARANE 2f9e] Ao ol WA
of Aol $Ash oluAAe Fol2rem AdAel 7t el
Sl

FEAYe] dig Ade Fos BT e sl A
o
i



& 7HAS 24T ol Lillys ZAHAe] 43 FAite
wto] b= 5AS A% volsto] A4d82xe] A8 AE v
il &AE A7lstded ol ngke e A
Hele SH7IA7E @4kl AS- Lillye] dvt d70d g5
A&E F Qs dFS T 29E, d2AF £ Ve A
el

&
57 %3M+= Darvon F@ARta} 49 wigho

9
ol
2

& 71999 74 7 =AM 11 71gde] Apte] ke A4
o} Beshe] AYTZbT e 5 gtk el melHow w
& oS WESD Q] otk

Tk A 1A 1482-2(d) ) ()8 BE Addrke eAE 2
A GH S sk BB SaATE Sl APE 2 3=l el
o7 AEsAsAE REE v JHE HT F vk Palska
Aed olElet Fojo B A AEE drtel #ek Ay

@ A7k 27g EEE alolth o yebh Az A
$E ogE AFEES Fushs ¥ 4d@ Lilysh A% )
BHoR s ATALE TFE YA BE F ol A

= R4
a3 GgThE AT 7150 HiFe] wHehE F43e)

o
f

o
[o

1T

2
A o o v w

F

:Oé
o,
i
2
o
-
-
=}
1
>
o
o,
)
o
oY)
Bily
|o
i
!
=
lo
[
L

A Fgrewd opylE sl 7]xskal lvid

Fa U AFE 98l AES ek o] SHE e Ak K
e 7HAS 2o 7HA Lillyel A58 Aerdst zAEde 4
Ao v ZAEE Zojth dayde Lilly PR.ZYE Lillydl A&



O. v=re] ol d7FAAA 2 #d A A+ 61

5& AT zAHYAe] A4 s oAl ARt HES dkEs)
A, 4% Agd-2 Lilly PR.2 A%ﬁ%gil'%ﬂ Lillye] vt
A7 du]of] et BEe Q FEA= = AS ZFEska 9k

ARA, GHAR= FREe] OlﬂOl %%Xi?l A32F Aol 3l
FES 45T 7 Ade F-Es HE ARXSHE b Asisith

Lilly= 1971'd % 1972'39] 7HAo] Adehs dsatr] flal 713
Al AHEE AT Lilly= 713018 Hawe] Aanizb4

&
AAES 8T Yoka FgRo 2ANAS
S

Hel ;A
A7 AR S A-gsted Lilly7b fARE A|3xE AgellA] o] 8-
= 97bell digk 7Rt (markup)S dAsobgt skt Bkt 1

a

ol

U Lillyx= S58A71 §le AlxdA=5e Frlste] ol 7
Aufshs AEs I A eFk7] el Hlarbsdk A3
2L Aol w3k SA7F FSF o, vE A3A] o] Folil thE
offe] B Aol vlwgeebe Darvon “g3tel tigk Q1A
E7F e =2 Holgk AR o]E nlarbssittal 1443
SA] AR EEe Aotk

MY Lillye] 2321 971 AlFe] Az 2 dofo] o
& AYALS o IYRIEY HES H= ul AFAe A Al

o

¢17d =] 1960 19737bA] vid F vl 49l 10

=

2
o
>1\‘

& A sio] A4 AEE AT R e e

v Gauae oleld BAol vl AXE ESkIch @4 Lilly

=Yg B NS 71508 Hael Anurkaye) wyo
I

0 A A Sl A 49 WY s
A olSolAolst ik F4gott 9ish BUF eelo] njet A

LA @ Relskd Aol Lilye] gawe
29 Zo] ohjek= d7lek



62

ne
]

A, AR AlDALel e AR H & o] Hlo] 4SS ¢
s ZYskA FeF shr] 98 271 AAEY Folle
A AT AZxsHs FolE2ED S ADALZFE
171 Ao] Adsirtar wmokeh A13lo] I Wi
Ak AA7HAe AAsks o] 488 4 flo wAlzte] 7
A2 AAg gigke] ofyeke dAdstel] AU 84
A= B REA o]E3H (profit split approach)

o
o] ARg-gk 19681 =4 ¥

>~

N

rr

i T
=

il

[e]
o >
T
ox
>
>,
R
ofo
tlo

fo oy g lo Jf

o MM
r oE

r'O

o

2

N

S

=
do oo

N
L
i)

:N:r‘(
)
_O‘LA
38
A
c
=)
N
Nl
o
)
N
)
N
o
iin)
o
ol
ol
rir

o
©
1
o
7
o
S
>,
o
e
R
d
=)

>

g M
o T

)
>
PN
=
rlo
>,

-

B
1o

iy

T

e ShAFE Alare] w2 duk #e
Lilly=%8 Lilly PRl #7HAz] 024
Darvon ©] = Lilly PR.Z%H Lillyodl A= Aetdsl= 2
5 P o] F Lillys dwt A57148)E Lilly PR.ol A58 3
o disiA vt WS A|71ekd =], G P o5 wolEe] Uk A
TR E AQleh x| Ao vl-E 24vS st
H} AHo] ¥ AR ZAH] 1968 7HAAA FAlo wet
Lilly PRl 7 7F4¢] 9] 24 & A4l il (locational
savings)¥ AZQ7 e thEt 100%9] 795 BAF oL viAE B
goll gk Lillye] 572 25%¢°14] 100%= F7HA1715L -2k
By @olge) F Lillyel %S 40%01H4 45% = S/ At A
ol #AE Aol A FAAE AN FAES IA

S 2 Al dolm QJelHor Folg wRgrs o Utk

£ «©
o BN
i
) ‘ﬂjo
Ho B N
>,
z o
% rr
o = Az

olN Wi
e,
ll

i

of

9) ZAHAL o|d7tAF ##ste] F8 propoxyphene 537} RHE 7]
Q1 19713 K6 197237119] 717k Ll AzdAEe] Al 2
A3kl Wlarks A3% 712 (comparable uncontrolled prices)e] A3
B 197330 s Eme] B4 AAsHATh ol#E 7 FEO w
2 1971 ~2A7AE 27 FAQEZST 32 19739S 7] FA4A
Tk s



O. v=re] o) d7tAAA 3 dd e d+ 63

Ak e olejanel g Agsolel WS BT ol
glov] AR ugol Tt Bg FE wE A % oY 7
Aol AriH FAEES AT ol =we] oA} gl P
e EAEA deths AL ZShD)

e <l 3
< Lilly7F =AM o] o]o2dR A8l v ddE 95A171A
3

= olf-E B9 19713 2 19720 ZAHA o] viAY H]&
2 whrle FEAE BAR Lillyel $0e 2747 A 84

a3t

oAgAl, F71 Aol = FAAPE rHE Ssel wE oo
B2 AFEolE T s B2 HlEs TPV 28]al FolEE
g5 AlGAtel ofel Alzd ofEel dviEiE TAE Zhofae]

Q/]
2 TPAZbES BT WA ARe] 73
o3}

kR

& o3 ®BAskar S7] wielt
Lilly== Darvon #&¢ 1973d o|xd7H4s Adststz] <8
1972 & 5sjdo] wtgd $ APl Y3 AxHAR! Milan
Pharmaceuticals®t AE #AE $i A e FHigAR]
Smith, Kline & French Laboratories?Fe] vjufE w]a7}s A3AF
7FARe o)k vl g AZ AATETE Milan¥t Smith Kline
< SK-65 & 50044 1989 7559 AHet vhH, AL
AFell digk Lilly PR.e] 7F4& 1217221t Lilly= Lilly PR
o] =& 7ML wog o 21, dAS FA e, napsylate
5519 B, 7IE & 8lslA BEE Aolghar Fvo R
olefgk 7k ApolE At AL stk
ZAHYLS Milan #A|EFS H o]

gk Lilly7F AQke 189 2859 & Ak e Fdsivial 248
A(ek 1HBERE A5 d=s yoted A2zl wet Lilly 7t
FoEER S AGAIRSE AAE Sl&) gk Alske] dvkE

E
=
o
o
fu



64

ol ot Ba AAE AEES AA Lily PR.9 7FEE 98
g2 AT Abdel Srel 2R AlDAatel] olds) = e
55171 wteg ol JAlRls ST 9l AP AR Al
of thall sk 7HAel vlFo] A3t + e ARG 52
j7EA S ALEA AES gh7] witolth

1971 9 197239] 7HAe] gk Al gol Aol wibrbA o] o]
2 39S Lillye b Azdale] digh Lilly PR.9] &%
AR A =S Fleeink e g Holkal vt

ki3 ]
8% aga Lilly7b 5483 vjkes AV &2 tE A<l

rr’o

4 U-U:l_l

i}

ol A, WA FelzEelm Az ALAREY HlEH FF

olele] tgh ZAIHYe] Aol sl A E el oA FAi
M2 d&4o Z(package deal) HAS TEEE AR &
= ololl FAHAL flolA AT olE o ZAIHYY] A
A 5 4= gHsta g BRlETh
AL GD. Searle & Co. v. Commissioner ¥+2(1987)
(a2 7] G.D. Searleit =&
L a
|32 <« N\
$ I
uAE A2~
SEARLE SCO
ul =+ :TL‘Oﬂ—E—EE]i



O. v=re] ol d7kAAA 2 #d e A+ 65

G.D. Searle & Co.(°]3} Searle)9} 1 AF3|A= 2ok 2 7]E}
A AR W, N, Alx, vpAI", 22]al defjol] FAkskaL ol
71dEolt). dEkglol Il Searle & Co.(¢]3} SCO)= Searle
o] & AFEATE 1969 1€ 13l A=}t SCO= 9l
EgfaolA wl=e] Q1 Vsl wE ofoREe Ax R ol
STAFITE SCOE= BFeh A H21S 2har 19549 AnASA]
H O A931 20l WAIE A ol 2Ee 50 WA rAS o]&
sh7] 98l A HATHO). Searle?] 77 8 AFT 5 5717F 1954
do] A ASAY A3B1Fe HAE A #(nonrecognition
transaction) Z&o] ko] SCOR o]HE oz Ag)
1969~71del] AA Searle®} SCOT SCO9 A& #dE 5A
FEARKES, 7l AE, gelds A 9 Asped o
Searle®] ®E A (right), d8]SA(title) 18]a2 H<(interest) S
SCOZ o]dstes A 6719 Aloks A4k

197433} 197539 Searle= 19701 9¢ 1o AZgE viAY

o

[

[e%

(o

10) 19709 7o) FAFS vEIEe] R gl sl A
dE olgstel ARANS Uty drks A G, ofF Ad
dele] B4 T1gelA Heich A6z o8] HH%ae] WEa
e WEMeoRs AT 8AS FHAE A9t AP s

[r

T =4 L A
dol QAL T ol 250 tja) 100% F=AATAS AFs
F3997] WEolth gA B BAe BUY e nF oA )
Hl %)

T ool g3 w5 elA] §5F 42 Fo ABIEE o] &3]
ot AR §lo] mEEHoR o)de AR mEEH de
A3 b ol e Aekr|%e ol g3te] ke AzF F vhA vl
X E

AT AoE Y] wTol

£ 100% sAEE dgS FH) olgst AME Fste] HHHlE
2 e ge] EHIAT 4

= olF9 o5& 4A HATE oldl 1982¢ A|936x9] AL&aS
701—

2}

=

&

‘
o
fiu
Jo
i)
oX |
i

RO o)
v

F

A
o
o
ol do
s
-
M
o
ro
3
ol
9
o
&
v
rir
)



66

Alefell 78kl SCOell AR} #AujE3] Auj=E A
SCO2| W= W & e] 5% E 7|22 AL 485 F1s)
Atk Egk Searlex= SCOo thate] ARFE £33 tio] 54 A
s, e =23 ’?}?J%, aela By ¥AE e e
sk te dAls,
STEAzE fls e
717b &}t dEok e A
EHe] 3% FGehs FrRE l"%ﬂro} AL

H-EA M9 212 M (notice of deficiency)ollA] A% 42 F3
ARkl gt SCOQ’] AAE FAIBEAL 1954Wde] A ASAE A
F25 F 92% oldS Searleol|] 23Tk
oo sl WAL £5S FEshs FEARI gk SCO9 A
= FAE  oglen, mEks SCOoe d
Searledl] FstEs gk & A HFo
olgbar FAsISTE 1efv} SCOol| tigh T3kl o]H2 3
IAHAE F Searled] 259 =S

= al
452 A wdah] AE Dol Bastria Fsark

E
1>
i

oT-J
2 ol
i_.

w
Q
o
Lo
=
Hl
=
r-l

o
O, ONI

1) SAEES
T AS Searle?] AZAWMC AHASAA] thSol] AAE Hl
o

932 S
S} o] REAR| WSS

= L
1974 $29,157,111
1975 28,678,504

FARAL BN FATORN 19UIE REQFA ] Fr
7} 1,941 3557HE 2 7Havofof dhrha q1gsislnh 19824 5%



O. o9 o] A7FAAA 2 #A ] A5 67
6¢ Wiles A= #4820 we} SCOZHH Yi1Ql Searleol| ¥
25 9 B ARuE FANS Sge A A ARl
& B AEE AT BE ARFES Atk 19799 6¢

A2 FEE FEATAY 2 S s EWWZ“’] SCO
25H Searledl] tho] 59& st Ao vYept 9l

82

HL

1974 1975
ThE $92,718,000 $110,314,000
ARG HE A 38,980,000 46,678,000
TS 53,738,000 63,636,000

olelgh &2 v wAlEel tete] Mol el ol g
A8l = Felt:

AR, A482zol whet FPAFo RN B A5S Searled]
Agded HHow 54 A5S FEshes FEART i3 Searle
o HAE oldE HAH Gl FASE H=A] o

=, wrep =] vk 197499 1975l gk =417
TA5 9w AREE Al ok SCORFH Searlez o] &
Fol o4, %‘/‘Vﬁ T v RIA o] o

ol stgo] Searle®] A58 AgsHA Hkds)

B AlALS Eli Lilly & Co. v. Commissioner(1985)(e]sl Eli
Lilly)2} wj$- fA}8ic)h El Lillyob vpB7A = 2 ARA L] 7]52



68

I Woists Zh GAAE
ATk

Eli Lillye} ¥ ARAE 55 A482%0) oJs] Hojure Adlo] u}
2 Shaf Fol 2R E AIARTE RIAAR szl wA
] 25 S vFaL dom webx Ut TAHES AN
aFaL dvk WhH o5 Alolol] et Avkeh ApolHe E AR
Eli Lillys} g2 71443 #do] glvks Zeoldh Eli Lilly &
Ao A Fo2EF A3|AL] olate] S| &, m|=e] K3l

S

jm}
rlo
4
oV
X
o,
=
o
rE
=
i)
rlr
i
o
filo
AN

ol
ol

R

Az wjEd o] Addashs vzl o] Folxich ole] whaj &2 A}
AolA= SCOS s & A9 AF97%)7F SdA7E sle A3
A oFE Zufdel dis] Ak mujrpA o R ool mAIA g
ool tial RFES A7ISHA RFSkrh I A ge] de] 7S
A k7] wjio] MYe A8} BHEte] SCO7F Searle?] <]
AlGAtel A&g 7ol AA7MARIA o s AAs = s 87

Ll =R



O. v=re] ol d7kAAA 2 a4 e A+ 69

o] AnmA o HdEde] A5 7Hincome shifting)ol] thaf
M= A8REE AHgdfoF dtta T3t Searlest SCOE A
A7 w Adchs SFdArt fle AR diARte = A}

Mol ol of7]Hl Searle®] A5 @ AtS vbEAT] flaA
oh 28A 0= 1974 9 1975 Azl s FdellA A SCO
] 5 T 92% oldE e A AAS SCOol gk
FEAEe] oS ebds] ARk Aotk Trelar dA AloF Alx
AAH contract manufacturer) 24 SCO2] <&to|| tigh HAMS 9|5
AREE BEALY] ke At & sd FEARelA feEE
SCO9| =45 #HH-E Searleol| I3}t

ole} W E Searlet™ 3ld HAAEZHE 2 d 1 1969~
71d5el A3b1ze] HAA AefelA] AAlE XS ARG HA
upe} ARl ek ehdgk WA ejar 22l Aol SCOd)
oAU FS Ak olol Searlew o]x¥ A4t o]&o
25 Y BE A5 TR AFAk] SCOl #14%
aL skt W}E}H Searle:= A &5 o] 277} 3L

o
vy
m[o

o

o

—_

>,
e
)

ofk

1>

O,

-

>

i

A

=2

>

HJ 2
o
@

5

N| ﬁ

=y ¢

molg
ofy

ME, =2

@ o

) u

av 2

o ™

2 -{u

Hl
E
2
X
O,
o,
l
-
ofk
59
[y
1o,
[0
Ho
r
o
qu
>

Searle”} =477 ddo] MIgEHAE Al = FAE

=
A T ke Wele 1S5S Fa SCOst Searlettel] £
S g ouge AP AYT F Y WS Rohuokwt W



~
o

w=olo] Wely FaAAte] e AT 4eE a5 wedole)
L F REom o] AWn 9 l“J, A A At vl

oot

ojfo] = om HARFY] Aol of=t
7] wjiZolth whebA el SCOel g
SCOY 9ol ojA] o] FIFAALS o]83l= Ao 19744
119759 Searle®] &5ol o<
ofRk o}

ojekrkede]l el wel Searler= SCO°| o]d® -
xFE= oJokEe] AN Fd F9 Hid AEs %
ok 1969~71d Ftell o]l FARN} 7EF ARkl g o7}
2A| Searlex™ o] 1E]al 7|Q3|AIY] HA44 o] dE Akt A

©

W2 o

5] BUF B AU e Row FEE SCoS 74 4
B2 e Ar:}.

sozy WAHE RE A
Aol gk 719 Al ASAE F Ue TS 3 Fe A
kekrom wiAY dubde] 9 g (regulatory compliance) &
ofoll Al 27} SCO°ll Algsh= AH|z=ell tigh e 5vhs FHskith

ek Searle”t SdAIZE gl 7193 A Aoz Aol o
gt AYE Aoy, AEHow g e AT £
wojoit &= Searled] A8S wEd w WX F2lolt} wiAE,
dnkey] 9 AT AH|aE Fdsta BAS S dgiiew
Searle®] ol % wl&Ee] 80% AEE AAstal = T APt
olsl] FUSA oiolty. UrRFo R WAL A3AFel A
ok ZreA el AsARe] HIIRA] o] fe] A Aol @

WA Retthd, E3ARs Al RS FEE ¢ e

o e wlo



0. v=e] o] A7FAMA 2 #-d e A+ 71
A5EES FREE A3Ate] ZFadilS slolth wEbA oA
S ABAE F2o] FEm J_Tro}ﬂ UE MR F(wealth) 7} H]
HAor = ol o @ol Frelitete Awd] tHeERA W
oFEA A= %S Aom el

SCO9 Ay 9 FEARike] o] dell ALY HAlo] EA|gth= A
& o] 12]3k o]Ho] Searled] A5 =S ZHFvE AHLS
A= eherk ool WlolM = Al482x0l &% o] Searle
o] A5S AegstA wtgdstr] S8 Aed F dvde 2ES W

15 Aybell gk 3 fEo] AFH 14 1.482-2(d)
(d)(iii) o dAHE 94ES st HEx HAeo wdd <78}
o WY 1974 % 1975 SCO9 wul&
2,869%F 6,000€ 2], 34517 1,00088 & 2t Ao st
G Aol Searle?] A5 AE3] wkgsh= d A

Astank

o}, Ciba-Geigy Corporation v. Commissioner 22 (1985)

[22! 8] Ciba-Geigyiit =&

100% /

2ol 2
CIBA-GEIGY GEIGY-BASLE
2dE
] = 229~
P3H R&D % 393 R&D A4
3%, FDA%S &
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22912299191 Geigy-Basle> ¢HdAfr w= A3JAR] Ciba-
Geigy Corporation(©]3} Ardsley H=i= Geigy)oll Pl=r UlolA 54
& triazine AZAE A, 2A|, 18] diE ¢ e wER Q]
ghold2E B Ttk 2 Al HR1 vl AR 29
2~ R3ALe] s o] 10%0) Aete 2EEHE AdslE
oJatirt. A Aol oJal e 578 Au]zol gk

Tl ddo] o]FojHE B-E TS Bake w 10%9] =Y

g A eholdz Al hE BIWE T Wi
AR, 2ARDL ol Pl FAlH o] 1954 Au)
AEAYH we 7o) A4V deSdtin BASA) ok &
A A 14822 E HEF Aotk wANA F HARe Y
kel Aol ol gl mEAlel wlE AN ool
35 R&DE Zxsha 2982 493 shrolo} dtha T4
g, o] u 488 =eE BYAe] odut wustel At
ol wet A iAol Hlard ehfE= AlFel Al7]E Zseldth
1) AR 2

A3 Geigys B AHAY Fagol ABHAL PA 78
I

Ardsleyel  AFFES 2Eal Sl w80 TE Geigys @
9] 7]%(accrual basis) o2 3|AAYES = WAAko|th w3
Sd(calendar year)< ©]-8-gF 19654
5375 3 = sk Wale ggsta gtk

Ardsley 9] 2912 E3IAR= 1758 Y% MAS HEow F
wol= 7P F93]AKfamily-operated trading company)®
22912~ BasleolX A=) 1860d ) Fukel] 4 ofdd o=
o] AARE JiAEE 18620l tHEFAE S Ee] SRS 98]
= Al 1ela Al free f18 1870de ASste] i, <)

=
T, =% 9 maof o]2+= tig]H(agent) ¥} Hl3EF-(representative)
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2 49 Aigs PSSk

19019 19 19 23JAl= AF8]AKjoint stock company) & El
=2 XHZZ]F»]MﬁUC], 1914 39+= J. R. Geigy S A.2k= A3 &5 A=
akoth 1903 2912 B3Abe wm dollA AlES Aol WiE
3 Fufjelr] 98] A AFEARR] Geigy Aniline and Extract
Co. (]38} GAE)E =433tk 1909del= GAEE tilste] w5
o Geigy Co., Inc.2] AAlel Geigy-ter—-Meer Co.& ZZ3}t}.
1952'd°ll Geigy Co., Inc.o] AR it 2Jaix FH5E0eH J.
R. Geigy S.A.9] 2FdAH A3)ALEA Geigy Chemical Corp.2H=
B3 ol AEE Helo] esiith 19560l Hale 8 Aol
A S 9] Ardsley 2 AFGAS o] dESIt

19701 10€¥€°l J. R. Geigy SA. & T thE 29]2=9] slaeks
2 ook 3|ARel Ciba, Ltd.9} gH3ke] Ciba-Geigy, Ltd.(o]s}t
Geigy-Basle) 2 A H3I3th U3k Al7]o] Ciba, S.A.2] $Hd A+
k5| A1 Ciba Corp.= 9ot 3H8skda, 1 o dare] 57t
Ciba-Geigy Corp.Z 7=tk

A= 19397 = 54402 Ma gl MARZAS vH" st
B oEAEA Az 2 97 TEe Bashr A edth due
Geigy-Basle % Cincinnati Chemical Works®Z5E Tujsk 282
o} Eizﬂé et dE AES TSN wAA

Hﬂ

19431 Geigy-Basle< L%“Zﬂ{ DDTE 1otsle] w]= oA
5315 43k = AAe AV $248 sk DDT B
HAE spehd SFEES s A9 FAlstel Folvk ARAE Al
A & vl= AR 95 7= DDT 53] ue} v9

vlar 3|AREC] DDTE AlZ&ste] ARl #ufjd 4= JdLF sk
oldr~E s = AHE Geigy-Basledl S83skth 19434
Geigy-Basle2 93¢ vz DDT &3]0 wel o] AgE 9

d
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oA ol s FA il w= B DDTE &+str] f1st
o Az & Fu glo] A g 7S Y3t Du Pont, General
Chemical ¥ Hercules®} 22 gJAloll 3|7 W5k 19454 8

31 v BH<= DDTel i3k A EAE sfAlesitt ol
of di= DDT dholdx~ zaza#s doste] 800717 W 34}
of 37ts W53, ok DDT AZXTAE AlFoA Aoz
A ol g W SIS A AAsH EH ATk

goldAag W IAES FHE spetorEd deE d Ak
B gigr e stetokE AxgAER o539 dAe] oH

o o

S AEA, ARA 8 AZAE EBSE 5
A

2
[>

%
o= = &,
Q8 SSRE Bl A ARl 25 S8 WEA ol
2 5oyl A4an. 9nt 58 sotelEel m 24
= o] ABAERE Fulste] o]E Geigy-Basle A3

st FYEFOR ZAY F HHA WY EE FEIAE

194910l ¥13+= Geigy-Basle?] ¢¢FE dvlE st Hnj] o
Ao FE A=y 2Elar 19503 dol s A8 fstekEo]

¢ weee] Avs A7 vjEo] 19474 180
H 19519 1,180%H e = H438] S7FEE Al7]ef dh=dA) E4
| HaEo] 1958 o]Holl= 58 FetefEe] Ak &=
= I FEellA 9] 1091 <l EA WA AVIE BT AE
stk AR FPE sleteRE e 1944dFE 1958W7HA

1951 7k sE Alelstas Xliﬂ—iS’—E LS 7158 9R e
71 %

{n
A
b
il
rl
09(:|
Ol
3R
_E

%1{— 194613 AH5A F-ol diste] DDT9 #d 7)%

v~} 24 ALEES AFE7] 98 744 Bayonned %1%

_l_4
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= MAgl=t], 1946~51del o]l2= 7IRF &b ookE e v
& et EqEol disiMzAl L 97 SiESd Geigy-
Basle Ferguson BFAFS] Ao wlolEo] 1951dH-E 570d A8
O AxA-1GA Z2AEES FHEYE Gysin YA FHE
A wel Knuesli WAFE 54 triazine 859 L33 thsh
stebd] EEES AL, olE EFES 292 Basleol e
Geigy-Basle®] A&2ox Gast BFAbol]l & 28jar FAAF
Bayonne©ll & 91312] AgAoA Antognini BFAF 2]&l 3z}l
Ax AAE AERA AFAES vtk o] BE AAew

[e)

O

F

-

o] grol Ho|= simazine % atrazines X33 triazine A%
Ale] TRkl AdEskiTt.

AZA-DGA ZRAE] A2 1953dFE &= v=rS v 55
3270 o)’de] =7l A pre-triazine ¥ triazine S3tEol gt ol
T 537t 2957 AR 1957d0l= HEx2 53] wa
7)o o2t triazine AEAE XEFdh= v= 53H2 1959
d 69 23Y9 Geigy-Basleol] 5233tk

S517F =99 Folle g el AxAEmA Al WEE
7] Aol WrEA] ARl ARSES wpHoktE =], Geigy-Basle
g gol s ke FAFES simazine?] FHAIY RS E U
3 Aol Wil YW HWbA Ardsley+= simazine 2 atrazineol| T
g =AY ARsES ek AYES A AUTE Ardsley=
1 A4l Geigy-Basle®] 5 AlsES USDA 183l Federal
Drug Administration(FDA)ol #|&3}ed 1957~6037F4] simazine
2 atrazinedl W3t FRETES ST

1950 H] 1 ml=re] S A2 AlAlA TP 2 qtRE
oF 83007t elojAe] S447 AL Ao, 1 F 23N of
olAE AxAE AR & Aoz yehdth 19509t Z2EH o]

"] Geigy—- Basle> S5 A2HA ] F7F FAE AL s

I~
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o] T2 AxAE /et AEsgromA w= Aol xIdalok
ek Ax skt

1950t 9 Geigy-Basle®] FoFi-it H9Z1S  simazine,
atrazine, atratone 2 prometones X33l 15719 &35 Hbe
triazine TH=ES ARAZ FEsfete] Avjstr|= AA S
I % simazine< %3t %9 triazine E3EZ Ardsley+
1957 wl=oll A simazine®] & ZHAISEATE TLE]al o]ojA
195843 79 23Uol = atrazineol] tigh AE3IE Alzlelit) 12X
Wk Z7)ol= olE AFEAZF 24-D, randox ¥ eptamX.th H|%L7]
ol 5 AN oAkE EAIFT:

triazine E£&E2] AE3F 952 u7bA] Geigy-Basle2 ~¢

2 gollA o] AlREE HEAI717] flall AEAF B AIBAL 2kl

Q
@,
i)
<
o9
Q
v,
@)
rlo
o
]
=2
=
%

19580l Eo)4+= Du Pont, Pennsalt, American Cyanamid %
O

American Chemical Paint Co.(°]3} AmChem)& 313+ 4%
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IO. v=¢] o] dA7bAAA 9 #

3|AFEo] Geigy-Basledll W= WellA] trazines WHeol 8414
UE groldaE egdshdA] Hs skth AmChem
10~15%, Du Pont2 10~125%<] ZLEEE 7]7A°
OJAE ztar QSlth

19581 59 26¥el Ardsley®] oJAlsle wulEde] 10%00 dld
Sh= 29E AFS 2AC® Ardsleyel|l simazines 5412
U IS T ARl @3E goldx Aloks Atk
“Simazine Compositions and Methods License and Licensing
Rights”(¢]¥ simazine license)2li= A sloll 19580 59 1¢A=
AAE Geigy-Basle®} Ardsley Abole] glo]dz~ 79k Ardsley
ANA wl= el A gleldas e EdES whEolM Ee 15
e el As wed = Q= vEiEEl dgE S| 5
At 19589 119 Y9} Geigy-Baslee atrazineo| tiaiA %= o]
oF fAkgE Alks B

195949 4¢ 29¢ Gelgy*BasleTJr Musashino Co.x= Geigy-
Basledl v]=r oA cyanuric chloride A% #4S o83t &
H3] Ardsleyell atel-glold2E Aed = U= dHE 1A
F= Foldx AS AZASATE 19609 52 19AE Geigy-
Basle ¥ Ardsleyell €34 =¥ Musashino process license®l
93te]  Geigy-Basle> Ardsleyol cyanuric chloride®} 3%
Musashino A% &78l] e 2] % Degussa xsh9-5 Huhsf
F Ardsley= cyanuric chlorideE 7l= oA Az 2 HAuj
gl 2lo] Musashino 37485 ©]-8& & U&= HHIELE gtold2E

A= U4, Geigy-Basleo] t&3 o] =HEIS AH3dH|=
ok&=gltt A A A|Z¥ cyanuric chloride & %29 5009 9=
of teirs Be= 2AEH A Fsta =4, 5008 HE= 3}
B 866%F 6,6670F-=0) o] wj7lA] A2 cyanuric chloride
Aake] W8] == Ardsley”} cyanuric chlorideE #Hx= A %3 &

rlo
My
=
ri
2
lo,

R
ihid
ol
nt]
rlr
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5ol & w7hA] 1BAES F7ste] ATk AR, Geigy-Basle]
A8 AL obd A3Ael] ols] dulE Ei AMEE Bl el
F7kste] Asaekt) A Geigy-Baslee A7/MEs s

A8, AR 9 71$H 2595 Ardsleyoll AlTe7|E ofa)

[o

—

1
4

A o

30 o
5

196113 19 192k Alekel]l oJsle] Y19} Geigy-Basle w]=r U]
oA simazine 3 atrazines AZsto] Fvfdt = Ql= wijER4 2}
oldaE HaelA B F= T9 gtoldx Aks AT
o= 7|=ol AAR s gholds Aloks thAlg Ao® 10%9
2 A9g AT

Ardsley®} Geigy-Basle Afolell A 2w gho]xdz Aok +4 =]
o & vi= 1958 d5-H 196974 Ardsley= "= UlellA 3t
ujel simazine ¥ atrazine®] TlE ol At Geigy-Basleol| th
w3 o] RHEE A8t o= & 55817 3 ol=2=
ol gHH o] 7IZF Bt daie v WjollA9] simazine R
atrazine®] = HE ZIE] A ¢ 29 31218 5EEe]| &5

= ol FESrk

a9 = simazine Z<E] atrazine =< ¥E]
1958 $8,000

1959 205,000 $8,000
1960 145,000 271,000
1961 155,000 720,000
1962 196,000 1,296,000
1963 205,000 1,705,000
1964 279,000 2,563,000
1965 304,000 3,486,000
1966 412,000 5,263,000
1967 498,000 8,460,000
1968 582,000 12,029,000
1969 714,000 16,309,000
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2) =MEEQ 48 ME % Ardsley? &4
% SE

AL Q0] ASA| HEA S W
2

FAAE REA B2 Y
1965. 12. 31 $4,497,101.75
1966. 12. 30 5,369,605.06
1967. 12. 29 9,027,112.01
1968. 1. 3 12,211,807.46
1969. 12. 26 23,487,352.55
A 55,092,978.83
FAAdE T 25A AT FH T
1965. 12. 31 $468 448.09
1966. 12. 31 611,417.19
1967. 12. 31 940,324.16
1968. 12. 31 1,156,421.15
1969. 12. 31 1,415440.02
il 4,592,050.61

Aol AAE F-FAgeAe B g vl AXEo U=

A A (statutory notice of deficiency), ¥%

Y oX

o2l

1977 1249 2392} =417 e] FAmA 2 SR Aol

e

2 rr

()
A S

bt

=
ZR) 2R
LA 0] o= HERIX

A
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A 2

—
rE

A FERF A

1965. 12. 31
1966. 12. 30
1967. 12. 29
1968. 1. 3
1969. 12. 26

$3,345,184.80
4,147,053.36
6,331,047.37
8,071,319.51
17,844,438.00

Tk A 1977d 129 239l &

=
=

A A8 e

GROR A BANE e o] Wasyl
SHALE % A5A AWAF R
1965. 12. 31 $348,457
1966. 12. 31 432,032
1967. 12. 31 659,484
1968. 12. 31 764,330
1969. 12. 31 881,073
TG BEYFA A BANE 1 Ao ofs) w9
Aol AFE FAE SEeRE] et 2UE F A%l A9
Aokes o 4 gleh FAFS AunolA AT 10%2] 2
£ 602 WL, 4%2) FARe Thel ANE TR
GBS 5184 ghgoa EEE
AL & IREECEES
1965. 12. 31 $1,654,712.54
1966. 12. 30 2,433,541.00
1967. 12. 29 3,804,337.08
1968. 1. 3 5,343,224.60
1969. 12. 26 7,417,190.55
7 20,653,005.77
FAE G TARFE oMol FASAH o] ZAETHA
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FolelHa A|Z=skeh 1982 119 309 +4E Fals F3
UeRt 3705 $elo] o] FolAX she Fele theu) gl
SAAE T b0z Rolg 2dE 7o
1965. 12. 31 $2,399,826.98
1966. 12. 30 3,087,711.89
1967. 12. 29 5,616,801.34
1968. 1. 3 7,3841,833.13
1969. 12. 26 10,687,337.52
A 30,133,510.86

olsh o] SAE FAlolA ARkE F7HAR HlE Foje] 7%
sfe] AP Ane] a5A BEASEC] T o] F7

oher_ ‘T‘;g’% 91\14'-

FAAE o 5545
1965. 12. 31 $1,151,917.15
1966. 12. 30 1,722,101.70
1967. 12. 29 2,696,064.64
1968. 1. 3 4,140,487.95
1969. 12. 26 5,642,914.55

Al Aol A Al el ARIeE Al82x9] el o
S3to] A AT (setoff claim)E FHSIALE ol Yare] A9)A
B3|atel A Azt Aol et Adsle SedATE fle Al
3R B AR B Q= triazine 2Rolid ol ofa Fojd
frAkgE Aol tisl 15%°] =hEE 7170 AEsteal Pk Al
Aol 712 Zlolth. o]& IR il E3ALe] A EdfoF ek
F7F 2EE(15%F 10% =FEZRe] Axhe} d-ste] Az &)

Ol
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N

g PN 5 U A4S Fouolol gvha stk U
nE FAPSE TS thaat 2ol Autstel Ak

AL @ SAVssitta FE &
1965. 12. 31 $2,068,390
1966. 12. 30 3,041,925
1967. 12. 29 4,755,451
1968. 1. 3 6,679,061
1969. 12. 26 9,271,487
ol 25,816,314

3) wielo) m
B AT sl WS e A BAle) dis) aels) w
ofo} grhil gharr)

A, vl=r Well A triazine AzAE AZ, o8, wAvishr] 9%
golad Agjele] wghow a9 WA X B3 10%
o 2AE|Eo] Alszze] A AdTZE dHel wFe] & wf =
st mhetA] Adds A ofof shmx| o

A, ARGl olaiy Folel melE] Folo] AM42E ()
FRE 59 A4 QRS A WPgoR 7Y 5 9l
=4 o,

< 3 WA ZAleh d-ste] P 75 tigk AT HE
10%2] ZFE7} vl=r oA triazine AZAE Az 2
A = A wEA Aol dig BAtivkE e Sls
7hRTE Egk avh 10%E Zdehe ZEH tiste] F7HAI
BAE W AHAo] gltkal AEAAT

A42z= A o] BAlE WAEHAY TEoE AujEE X
A58 A5S AgeA wkgstr] fal o] Hasiiia AAS

A5G- o5 A7 45 (gross income), A53A(deductions), Al
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NFAl(credits) == Tl H(allowances) <

A A Folskar vk A482Fe] HAS
Au) FARE AHE A g 5 5
Ashs Aolgta & 4= Juehb, A=k FAle] e i Azt
A AdizE Ao wet Aeidhs A3t ofsiA
AP AEA] 9] of Folrh

TH G AARZE A 2

H, A4do] FREATAL FHEA ¥ 1o 2L FEst
oh Ao Ag HFgol gt

o]
H
gulbdon Y =o] Xz Qr}t aEEE Y= 1961y 2 1962

N
ry
)
N
-~
£
rr
LAY
=
x
e

k1
=)
o
o,
X,

= Al(burden of proving)<

AC)
o,
r>~
[
)
19
=
k=)
A
X
(7
N
olr
rot
fru
e
o
il
—
(e}
X
2,
>,

W triazine
6%= Y TAEY] Aol 19 AFs F83 AdS wEA|
ot gl sHAIRE A 2
Geigy-Basleol] #]53 7|&o] 50EQd =2
el Sl triazine gholAZ~ Aleke] sl A ES|oF st 2E

7F & FE es dFElor @ AU ANl Atk
7‘@}

> A
AHoR ol F AL BT U /e 4 e dEE 2
= A FF ARbelebE 4 FAHjoint venture) w=ElE FE

o a8y ZRAE AT Geigy-Basle?] EH3F )}
AT A 7|18 Aol mla AF|ARR] il A9 2ofA 3)E
Ao F

oz ZAPI B AEdHor HAEH 3= g &
2ol ASHES Wl QIS W HOE V]oE 3H#] EF Sl 7=

1D &5A 7178 1.482-(b)(1) =
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ZAAGL o]2 6%E TA PR x|

B
A
=
=
o
—
N
o0
N
N
&
rr
H
DY
jus)

3
E3Hx Fyapibe] dldEm2 HYo| M= Geigy-Basle2] v]=
triazine 538 2J3l] Yarr} gloldAE e el digh G
7He ANl 9lof o] xEs AEshE S

2EA A 1482-2(d)2) (D)l A= A 7Harm’s-length

consideration)& U3 st FUAE Akl thste] WS4

e

upehA H 2
AEA]o] ofFEE HES|ort gtk il Geigy-Basleo] 59
Norddeutsche Affinerie ¥ UWE%=9] Orgachemia®} A|Z2gk 2}
oM Aeke il IAHAAS Geigy-Basleo] 52 VEB
Farbenfabrik Wolfen¥} A|Z%+ zlo]d2 Aloks H]arls7 ey
AT} ol A3AL gholds Aok “TdUd E= fARSE 7Y
AR X3 o]He] delo]7]e= ShARE 1Eg o]de] “Td

HE AR 2804 ol FolAA] gigttha mol WelAE o

rle,
=
X
s
(L
2
=
El
N
=
olf
o
A
=
N
>N
of
el
N
i
=2
54
o
)
2
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o] o] d7EAAAl B deE AT 8
I3tk
gk BlarFeAdE] dsiA AuE, il
triazine A ZA| A AEs AR e ARE 1A 2o
A2 Aleky= 2] Norddeutsche Affinerie 2 Orgachemia®l @
2 glo]dx Aleke] A9 F 3|A= Geigy-BasleZ5-H triazine
AzAL] &Y AEs Tlletes eidth wekA
g AHEFAE & der dSler triazine AlZAS] &4 RS
A= A AEE Avsr YRS FEeeier g vk
Norddeutsche Affinerie & Orgachemias H]|1lZ] $]&o] 2o luj
offut Fush Hik webA o]F Al3A; groldis A5A f
A 1482-2 (D@)GDA erfshes “SEs] AR A=
| M9 S9 dsjjolt
SO 2 TAAg o]l T s A gol theiA A EH, =

= &A1 %oe] VEB Farbenfabrik
Wolfen¥} A A% gfo]id 2 Alofe] & A} AR 24 ofgfl <l

RS AT T e TARAETE 53 Holdt) o]of] ol A

A

[oF= A7l thet SA=AM AEskA] et

-z

L

|\
o
N
)

A

=)
3
o
foo

7

-

o 4

v et

O

e A

[e:

>
N
)
q
B>
ofy
>~
2
g
2
ko
o
[nt

TN Fo) MSFIAANL B3 F8 4418 Adsh AN
A el mel WS A5A 1A 1.482-2(d)(2) (i)l EA

L45S AR Hopt vk 1 T & AR d-o] e Al
P T AR YERith

AR, “AABAN = F=AE(transferors) o] ARt H= A
Al = FQlE(transferees) 2] JA2) F R 1957
2 19589 Du Ponto] m]=r WollA triazine AZAES A%, ZA|
2 gofst= HluieRs Aol sl Geigy-Basleoll 10~12.5%9]

2GEE AFHIR @ Acke]l AEHUL. ol WELUARL

£ o 2

12) &5A 7178 1.482-2(d)(2) (i) (b).



i:‘ o
njwke] e E ?4”1’417}?)@ FAshs A1l
o gith= Ao Wl dAdelty SAT Du Ponto] 4
triazine ezl Histe] 150 ZAEE ARG A e o
o1F Ayl FAs A3 S g Fealdn 7
7 F8A ol Faj7h war),

A, At ol T Fpelel oa) AdE Aefe] o)1) tj
g 2AL2 AAATE B3 glolda Aok W 196193} 19624

o] Y1l simazine % atrazine?] V= W IS 3] ZHzF 103

>
2
it

T 3xEe, 3 oj2x =dE A F £olds FEI
om, 1962 o] triazine AzA|e] HwjwF F FoAde e

Hx 55 Holdo] Hlepr oz AAselth webr B2 triazine
AzAL] A el BvlFo] = wf 196193 1962 B 5
BAZF i A3} FAFS triazine 2lolX 2ol tha] 10%2] =
ElE 717A0] AF3tas Bloletar Flskaith

AR “EF Qe BHZA O R o] gE 1 glE H|ES Hz}
ot 19509 FQ-E SFHAIE Al miebs] 2holid 2ol sl
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2}, Sundstrand Corporation v. Commissioner ¥H2(1991)

[Z22] 10] Sundstrandit &

v

SUNPAC

v

e T $1,000 I/g VE=

= B3t sfe] AL AdE IR e o= Az
AAe] Abelolty. e WA o] AxzfATE v 2ol &
wig AEe] o] 7S IR - MR o] AxdAel ojdH
TR g AHg 29 2AE TR

1) AHAZEA

Sundstrand Corporation(®]3} Sun-US)2 Constant Speed Drive
(o]a} CSD)E Alxsh= 3|Atelth. CSD= @57] xlolA] Al
= AFe 358 SASkE FAE Sun-USE AA7F 71k CSD
71oll sl ol S5 HAerelal A FRAT ATl o
gk 538w 2t Atk

Sun-US+ 1970t @} 1980 dd] ol 8 ¥ 8 &7
AMol &4E o= Hekal Sundstrand Pacific Ltd.(©]3}
SunPac)ete= A7HEERR1S Adagrh 197559 79 Sun-US+
SunPac# 7] A 9 gholdx Aloks Aldste] A7tE=e] 4t

PAEE ST F U BHN % AR Polaty

}-J

SunPace AzH AFEe] vuf7}A(net selling price)e] 2%

2R A7 A Felsih. Ed SunPace Sun-US9]

oX, mlm

1-r1
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EE ARSshE di7EE 19 E A2 skl
SunPac 19761 49 % 7Fss 7hAekdth ml=r idale
T(Federal Aviation Administration)2] <<1&
SunPace F-#& Axshks dl AHEHE BE 9455 Sun-US=®
B e |2 vk

19761 4€ Sun-US¢} SunPace SunPac®] #|ZgH 3ol o
g 8 Aloke Adstlen, ¥E7HAE Sun-USe] FHAl F-57F
A EE A 7HE 9] 85% = A AT 1977A 2 19786+
SunPac®] EE H-3Eo] Sun-USel Zujge] wel SunPace
Sun-US*®| =3 FudA7F =3k

Sun-US+= CSD AFH|¢} BE& whEo] & = = dad dist
of d Rt A3Ae} FHLS ol A
2 Q=] Lucas Industries, Inc.&} A4t Aoz Aeknir
Z2A Zpol7F qAeF A= Fulj A e] 5~10%°) A
EE a73eielth o, 59, olx=gtdd, &, T B 7|EF 57l
A CSDE A4 2w Aghel] gk gold~E 38 o
Aeks A Hls=d 7o 2LEE 876ith

Sun-US¢} SunPac- E’“?ﬂrﬁ]ﬂ e rHMd g Al
ok Adste] 1, ofxert W FE AYdM FEe AT
?] Bklar, o] Aokl wet st Atel Al 10968 AR Al

A
At AvAAE WjEFol 54 ool LE2H 4% UE ATk

FH

2) =MIEel 83
A2 Sun-US¢] 19761, 1977 2 1978d¢] HAlAlaE #
gk 2 193834 6€ Sun-US$} SunPac Abelel AAE 714 HA
oFe- AloF Azl afdshes slow Arke] 38%7)F olejow A
o]
A

O:

of dtfar wAskTE =AY =AY A7) glvkal

23131, Sun-US9] A5%& SunPace] AF3F RIE|THE 7HAA|

ind

(i)



0. vlse] o] AAAAA 2 B el AT 105
AL AEAT. ok SunPace] 1977d 2 1978 wo]ole

o
131%0foF @tk Fgg=d, o] i CSD AZPA7} opn]
]_

A7VERS AZAo] Sl 4719 tE A ES] AFARE
TAR A= Aot
3) Helo| oA

AL SunPac?] ¥7FE Sun-USet vlweke . Al=3c) 18
U el 197739 197839l SunPac®] 3742 7FeS v AlAket
Al AJE whH SunfUS-"% 3L oln] s Al HolE A
HAeS Adsh F Aee &9 9Art g vlud ¢ gt
AEAI AT

HYE ATl gk olxd7HA ) FEAPE ool tiE =dHE
= HUHe] ARt ® HESIICh

AFEL] oAl gk A-s Widel 9o
ek &5 AR s BF 7148k B9 Sun-USTH
SunPac®] AlFE widghths glo] It s o= w4173
ol Aok AxYPA oS 1Ak i Sun-USe A€
o2 vlugld Al E 15%9] $1&S ALt vkl F
ot A2 A7) Aol Aok HlarbsehA] Fonw Hlurt

T AR 7RIS AHEE vk ddeisith AP ¢
M= GAE B SunPaco]l A& A8 2 294
H-8d7HE (location savings)ell gt dd&e] SAAESE HE7t
o FAF A AAEH o HALS 7|5l YERd ARIF 2R
gto] 77l o3k 485 Wgr7h dEvkal ddsiel
W2 A dEvkeol AEF B udd 7HAET) ol
of = HESIEH, 7150 AAE A5z SINEE ol&
= st glom FRlo] Akl B dsHAl &3 3vstE = |

fz

2

o
H
=)

>,

X
X,
o

il
o
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=
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2 7HAARE WS AR Zlo] ol 3ol AN g Al & vk
& ZA7F 7150 et A etkar Ak
olo] whe} ML AHg o]y Uigk HAMe] 4 skt
AR 20%9] ERAL(FAAEC] Fog HjE&e 15%)°0] EEY
R, ol#fdt dAtke] A= o] X7} Sun-US7F b2 &
A7 e AR Ade ] 2§ Alokelu ml IAH

=
AEZE Agel BlFo] & wf dupdEshs We 2tal Stk Ao
e

o WS SunPace] E4EAZL §h AZAAGH, AR
BH02 SunPace] $AIES TUISHAA Sun-US7} 15% olste]
e ek ggtodehn Yreths %g_— Bt

[e)

A7) AeE 477 SunPacell

o S 9A
A AT NS Aojetar dtatal o] F9 oAl Sun-USH| s

Z7gst=s s3lvk

tow 2dE|eh dste] A% SunPace] -5 Aok Al
244 s Al Brslng ojydt 29w Adsix] gria
TR ot P olF Hlsh Hdd RHEE AAsI
sl MY WA 7|2 nlad ¢ Qi gholida Aokl A
AR} 18y SunPacol] o)A E g 322K Sun-US
of F&AF A euEE A At ol Aol glal
!%

Agow 7je 9 IPAAES ojddskE Adet Hlud # ole
o S HLAL Sun-US7}F #3#ke} A4
3 golda AGES BF HES ¥ Ay}, Sun-US7F dviz4
o] 10%E 2ok ZEE= Wol Ao] gl weWlar uehA
o]7lo] “gdn]&o] & Heletal stk
HA2 A8402 20%9] &, 10%9 =Y 18]al Sun-
US7} SunPacell A&k 7% 2 AFAd wE sjiEs TFst]
Sun-USell 19779 F-ZA5E9] 73%%E, 19789 HZA5E9]
32%E vttt

o]AFA el Aok

i



19779 % 197849] = PEYREL 247t

7F 27 E o)t

1977 1978
REAE $3,273,000 $12,438,000
29E =4 135,000 396,000

& HEAFE 3,133,000 12,042,000

A Sun-USell vh3 o] i
A 73%, 1978\ 32%°l &3

1977 1978

20% el vs. 15% $388,938 $1,098,774

10% 249E vs. 2% 526,194 1,481,916
71eAY 1,389,365 1,289,106
= & 2,304,497 3,869,796

7} Westreco, Inc. v. Commissioner +2(1992)

d

= WA Aol H welelt 9
nE e AAE H8wA o 2914 BHAR) Nestee Lid

AL A2E SAsta ek o)E F

2912 A tA 7]l Nestle,
S.A.(o]3} Nestle)2] As|ARE©|t} Nestecoll 93l HaolAl A=
He R AHeR d oM HWAE dim A7PRE 4
(cost-plus formula)l?Del] A3} o] X EF T}

17) Nestec 1aLo] A7pd Mu| 2ol dis) A7p7ak 7]l we B4
<= sk Stk Nestec AloFd dare] 54 v]gol dis Hzx
BIEH7EA = 76%, 1 Ty 150vEE A= 5%, 1Elal L o]
o] Hlgoll W= 356%9 ol&S 7Hlste]l WAlsof & o7t 3l
of RAE HEell= F Fol, dus, 14

% Bzt TG A

T2 AH

9 s, s, A
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ARG 195490) APREAN AU2EA oA e] Aol
AgE Frmsk BARs e 24 ea duel A% 55
AREe B4 ARSI FAge el ANE ANY 7
shAlgiEel] sl Westreco®] SMASAl w-ol el HaEg5A

e A AT,

A A = FEA A
1978 $1,520,238
1979 1,713,878
1930 1,714,266
1981 1,712,071
1932 2,169,397

A oeiA] AAE FAFANe A482%el oA sk
Westreco”} “12] E3]A1Q1 Nestec S 2H-H 5
& AgdGs Tl wEE Aoty BAI AHE 5 AHS A
T AH| e thste] Nestecol] &Jai4 Westrecod] Al=¥
S7F A48z Wt A5S FHEHA Whdskal A of Folth
HdolMe die ss7F AgsiA A7t os SHA A

e Bl 258 welshs W9l ol o] ik was
H

]

aw
i)
>
=)
T
(o,
g
N
8
2
o
-
o
j%
).
1l
ol
:
1o,
[-40
O+
[
ME 4 x@

ol
o,
ol

o

X
i)
=

o
ol

o
f

X0,

)

=)

of HAHFE Aol F714
48220l 9]8) F-oj®l 19 AE i3}

1) AES
B /b AR BAR ol gloma ol vzt o]Hd 3
2ohl APIES AR FANFES Wl

o] XA Ht}. Yire 23}o] 2 Marysvilled] F A2 (principal
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office) & FiL = Fvpglolck

A= A0 B3ARI Nestleo] oJsfiA] 402 Aujs
kb= ok ARQoll FAFEFAL 9t} Nestle:® 2912 Veveyell A}
& © S t=A7Igelth 2912 2FARI Henri Nestle WA=
27F PR fobg AsE AXHI 1 5 Ades sk
23l Nestleiit & A #HsF3Ach

1978~82d5ll Nestle 12 HAAH SR 7ha 255 oigh
AN, Az B oepAgel SAsRL QAR Nestles= frob-&-
T, 73, Ak 22]al gole] JEe] aiatol Al
1 Nestle?] A4S AFozE F/e A, 229,
= AAE I ddFE 5 5 T 3

T3 Nestler S8, 29, Ak 2 P A= s &
t} Nestlet Nescafe % Taster's Choice(713]), Nestea(Q1~HE
22h), Cerelac(frobg 255 T3 22 & &zl Al dg &
A ek 9l

2130 Az W Fu FolollA Nestle?] 2 7ZAAR= Unilever,
BSN, Mars Inc., Hershey Foods Corp., Cadbury Schweppes,
PLC, Corn Products Corp.°]t}.

AAAAR] ddds T=3t7] 918 Nestlew= #HAg+ 25712 =}

25710 S FEl Az 2
Atole] AZE miEelS BASIITE 3 F 147 63 THYS
AL gdlem o] T 2%k 6% Hr] A Hell angEo] A A

o7 UEit

Nestec> Nestle®] 292 23|AtR 2% # A8 2 A
Al ZEAell A Nestle Al5E2] Az 2 wpA" tigh 7]< A 9& A
Tal 7= 9Es Jdeisith

Westrecoi= Nestec®] #F3jAtom, 5= ARJAFL wl= el £14]
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skaL

Nestle Holdings, Inc.(°]3} NHD+ Nestle®] #Fg]Aloltl. NHI
= H=oll 27 Nestle®] G99 As|absel ek AF=3]Atolth

Nestle Foods Corp., Inc.(¢]3} TNCo)= NHI®| A[3ALZE F2
vl el 7heAsEe] Az 9 dulel] FARSkaL itk TNCow=
WestrecoZH-E] A9& W= Nestle®] mlo FGIAES
Ak ey Westrecot o 213h AR|2=e] tizteA] o=
AP oJeiA ATFHA Fdhar wEpA B ARIS] =

o] HA| =tk

o,
o

-y N
o

rlo

o2,
=
o

2) ZMIHEe
TGS BEAFAY AH EA]AM(statutory notice  of
deficiency) & &3Fo] & 1,%H15F 5542980 Esl= F7 &

£ Nestec 2.2 RE] Westrecool] A&33tc}ar 114|313t

SHAAE % Aeg ol
1978. 12. 31 $3,186,209
1979. 12. 31 3,605,649
1980. 12. 31 3,616,368
1981. 12. 31 3,716,995
1982. 12. 31 5,340,321

D)
>
o
=2
rr
o
N
N
B~
By
o
ro,
k]
ey
X
ok
oft

a7] 98 =A%

=
o
ol AREEE Wiel tigk opl AW QISIth st AAlRs

A HFAoNA FAAFL AR (multiplier method)S &
2Hoz yrlshA] &skrh gy AR FXAEeA dE EA
skl = 9l oud SAY A= AASHA] HEFAth

o 3]
o TAYFE uel o o] ABFE A4 )
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Alae ol H= AbdEel WA AlEE sl oEskih

3) wielo| B

ol B Aol tig A% wold. WL 1990 99 20el
AZE el WAdE 25444 AV} oltka wekedln. €
T AR QolE 9T AR Folw FhHon addAte B
AZ AZEAT 2 ol tid Ade BRed Ao nal
o Wee REALA 44 BN e m AN A

AUg2ze] W9 WA Feldolehs S Wl she A
AL PSR ek A3 Se| F4L AN 9]
Holr}

Adgpze] BHE E4UAAE S4UATL Sl & AE 2

A o AR dAgeEN ERuARe] AA sl B
917 o)A WA vl Uk Adgze] OF FYe A

AP B ARG AES W S5l gt ehge) Al
T8 @g o BE
e} BEAls A482%dl wel

=
L
@ % ol AR Aol g Busieitis o 3
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E}. Hospital Corporation of America
v. Commissioner ¥2(1983)

[ 11] Hospital Corp. of America EH&
- 100% 1 HCT One
Hospital Corp. FloTRIOF IR E
of America " ¥
o 89 | King Fiasal
FE - L 1D 5| Specialist
@ A3t > Hospital

5 AolmotdH= Abo-t] o} eu] o}

Hospital Corporation of America(¢]3} HCA)E= v]=oA Y
74 ARdell TAREATE HCA« 2 ARl B2 219] =] #}3]A7t
st v MYss 9siey g B ARt AA
St 7] Akl wet the WYER 93tk 19739 HCA®
ARg-tiolgln]o} Riyadholl $1*%+ King Fiasal Specialist Hospital
(o]st KFSH)& 7d9st7] flaiA ARgtiolepulote] 4 it
(Royal Cabinet of the Kingdom of Saudi Arabia)¥} AleFS A4

& g e 7IEE IR 248tk HCAx 0] 3% 73”‘*#
A7dstar Alstr] flel Alo]wotd =

s A¥s
50 WA T AR 2 A pAw Hﬂléé— Zﬂ%‘

il

S )% Aolold AL AL 08T 5 AS 3

corporation)e] Shu, shaste AT wAe) 9 A
ATkl BASTh Uo7k 19644e] A A

We 94S vl sistel HCA: 249 7ot w o A
Aolojl s As|Ale] olda ergkvhi Fasilch ma

il
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HCA= 250 AlEdk Mujsel tigh o7k Alo]iofd = 2}
SALRRE TS FEshH] fdkthar AEAIT wEbs Fg Al
ofo B AE o]fe] e 19549 AWASA] Al482%0]
ofsf A olof hrkar wgkth

1) ARAZEA
HCAS: Aol AZISRS P BlIA] Nashvilleo] 5 AHEAE
FILAATE HCAS] F2412 s7iE o] w8 FdaAHRAA A=
ok 129 319x 2 FREE 197243 9 19730l HCASF 19] A}
SIAFES A2 A112050] A W] HRAASA] 4laX(consolidated
U.S. Corporation Income Tax Retun)Z E|UlA] Memphisol] U&=
A Aol AT
HCA:= 196509 "lvlA] 2] W&o we} Park View Hospital,
FAEQ T, 19680l HCAS A3k <& 11719 t&
HAES Ageiaith HCAS 4 3x1e a4l 7Hew 7lssh &
7V = FEY A kdshs As 1AF HEE ARk
19684 ©o]%- HCA =242 w&shA gdiwglen 1973 54 31
A71A] HCASF Z19] AS|AFES 127 FollA] F 49712] HYs &

Oéfs}oﬂf:} HCAS} 1¢] AIAEL o5 B F 4112 2F38ta
Ao HCAE A Aokl wel /A 22 HYs 43}
7lE ok 1970\ HCAY: 18} #2& 79 Aleks oA 274wt

iy

AAsta Y 19726 4302 Solyitt 19739 HCAE
A9 Akl F7d BUSS AFHoR FAske ARg X
Z3(a new program of actively soliciting additional hospitals
under management contracts)S Attt HCAE AHLFA} glo]
= olo] F7h8 4 gl A FFs Aol e 7R slow u
At} Hgo] 7)E Welel Aze welel denh F0 2%

Boje
S A B4 S Qi e HCAS) A Uk



A4S FHs=E A8 glo]l A (hunting license) S oI5+
ol 19739 2¢ sidle] 94y o]F HCA® B4l Abgtoleir]of
Riyadhel 7dFold KFSHE 49% 4 U= Aok A2 7hs
Aol diste] =o3tr] 98l e ARproleilolz HuUlEsE %
Aukort} Apo-tiolajulole] 92l mEG] olF] Ag¥ KFSHE

ik 3
gk AFE B SR Sl Hile] AHlE ZEa T
Aol et Atz 5sl7] S8 B2 =He 71&h HCA
= KFSHell thgh 4 Aloke Add 45 24 2 24 of& 2
Aol gk AP 2=ARE AR 23t o] 713E =23l AAs)
At

SRE FAH Lol A7 HefskA o o
).

<]

= ARFE 2|2 AAsith ofdl wef
3 | 2]

5]

fot

Y
o
o
ot
et
o

Alolopd o] = 7o) W]lo] YT, Flomotd Aol

ol5 ZlolMold M= ele 16 B 297 A3|Ake 22 = ]l
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>

1A #F3]Al= Hospital Corp. International, Ltd.©]al, 294
3JAl+= Hospital Corp. of the Middle East, Ltd.o]t}. o]& el
A& = Zo] Hospital Development Co., Ltd.(¢]3} HCI One
Hospital Corp. of America, Ltd.(¢]3} LTD)= 7=tk HCI
One Ahstell @2 &% 3Ales A= 49l < (umbrella
corporation) 224 3|2 °] S @etr] fl&) AUt 1
2]al LTD= 598 KFSHSF dae 49 Aleks Aldsta 23
ab7] 918l 2=2= 3

19733 8¥ 269 LTDSF ARg-tiojginjote] <Al mFche 7
Aoke @itk HCAE 19739 WAl A1 el KFSHe] 4
cfomRE FEFH A5 Ad EFRAIA skt 2 AR

1973139 &l sl elasel gk 2T dws v itk

B

o

(e3

¢

o

2) =MEYe &Y
WE oS A12988-T85 oM =AIEES AYAaSAe TR
ol 1972l 678%F 92802519, 1973ell= 22397t 83556592
of olgvta At WH s A13183-785 e A -

SR E ket o) AYsiarh
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(R9] : ge))

94 1969 1970 1971
Broadway Hospital, Inc. 2,341 2,522.00 6,305
Community Hospital 7,858.00
Crestwood Hospital Nursing 977 141.00 351
Home, Inc.
Detar Hospital, Inc. 6,895
(4/30/72)
Detar Properties, Inc. 34 9%
(Detar Hospital, Inc.= ) (8/31/71) | (8/31/72)
Diagnostic Center Hospital Corp.
of Texas 12,692
Doctors Hospital of Mobile, Inc. 11,331.00 | 28,327
Donelson Hospital, Inc. 19,719
Great Southwest General Hospital 2,328.00 5819
Hospital Corp. of America 99,993 | 91,424.00 | 159,525
Hospital Corp. of America-West
(Hospital Corp. of America® &%) 265
Shields Products, Inc. 939 2,030.00 5,076
(Hospital Corp. of America® &%) |(11/30/70)
Hospital Development 18,019
and Services Corp. (6/27/72)
Johnston-Willis Hospital, Inc. 4,373 7004.00 | 17510
Lewis-Gale Hospital, Inc. 44145 | 59,232.00 | 38,398
McMinnville Hospital, Inc. 722 1,171.00 2,928
Pasadena Bayshore Hospital, Inc. 1,635 2,864.00 7,160
Physicians General Hospital
d.b.a. Arlington General 557 1,687.00 4217
Raleigh General Hospital 141 29,881.00 | 73,965
Rio Hondo Memorial Hospital 309.00 2,896 4,416
(10/31/70) | (10/31/71) | (6/21/72)
Ross General Hospital 935 1,814.06
Smith County Hospital, Inc. 195 358.00 896
Sun Towers, Inc. 1,278 1,764.00 4,410
(6/30/70)
Ukiah General Hospital, Inc. 429 652.00 1,630




AALE A13183-7850] HA|
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Y
K
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By
=y
L
2
o

shol MR REAFA AY BAAGY RE AP B R W
A9% A12088-8%0] & W Aol WA PEYFAY A
4 A BE A oo BAREe] Felo] olaa sa
Qe T A o} gl WAl slelasel vid 4R Fole
Avelzt sh= Zolek, olsh welw oBAe vhew ol A
F gk

AA, AeldeldA= s FElolR ApLze] 23]

1973 18] 25 A¥7F HCAol A%52 = deA o2

EA4, ARptlelehilol Riyadhell & KFSHE %9372 & 7|
oko] HE|E o] zpto] A367Ee wWE APd AR (advance
ruling)S 9A &S A 19731 HCA®l &Jsjx Alomold A= =}
SR o HEH A=A o

AR, HCAZ} A9 ti7tea] Alo]wold = z}s)abe] 24
S FHEEIAEA o

UlA, Aojwlold M= Apsjabe] 197313 A5e] dN- EE AR}
A4g2zel] whe} g ojoput =3 of §

3) HRlol B
WS ol AT ool el vhest o] wasklck

A, HCAS) Aloldlslelal= Aalaks 91gwislo] ohin} oy
Ao WARSAE AT & G W) WY dAR ek

S, 19509) AMASAY AT W HOAE 49 Ak
EE T2 A4 Alololelds Ahalabel] ol dakA] ekt

A, HCAE Aul2-o] i@ o7k Al Aeluold e Ael it
BE FAE FHsA i

lepo 2 WAl oloje] Pue 1954ve] A

o oAzl AAsolof ek

A, 7

[elNe]

A
S A482%
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1} Commissioner v. First Security Bank of Utah, NA, et al.
TE1972)

2ol S 2l ek dAlAEe] 258 Zze 14
@ A 258 wgsl] ) AFgsolopt ks s
Sy A2zl wrek A SlaiA el A4S Alels)

HARRE Aole] A5 dgIl dste] s zAE o] Aol
ek A a7t AIEJAe 2y 1084 3 ATl tiRt

Foge RS WIS ARG Al SEHNE W
ok, tjgle] Powell WK AMeagvo] LS dlol
HPEpremium)®] AVE AN FH=F FAsT U W
WS eg5o] A4ARIA HYd SRS AfAL 15E W
st golsieh SheekE QPR FE FEOR AW Y

= L
2aqEd] ofa) 1% BT A thslel £ B F Q)
edERyE AE Ao B 5 glot A2 Ut @
TS £9E R U AT BARE I8 AT 42
| 2

5¢ 9] s Fes

1) AHAZEA
First Security Bank of Utah, N.A. % First Security Bank of
Idaho, N.A.(e]3} + 23q5)= AA FH2olvt FA17F | Al
AEZFoll= First Security Corp.(¢]3} A|FEAhHe] Hdif A3
AR AR A AFSjALe] 23 o]9le] 7|E} ASAbREE
First Security Co.(°]8} Z<d3|Ab), B he]l Ed. D. Smith &
Sons(°]8} Smith) 1#]31-1954d 6% ©]%-First Security Life

Insurance Company of Texas(©]3} Security Life)E & 4 Utk
a9l F P52 HA3AL, Smith 2 Security LifeE 3%
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Aufskal Q= AF2lAke] ARsAbEelth 1948 - 2qES A
Ag APEHS FHIEE AQkely] AlZEla 195437}

o1F F A9 HYHe nysA] flUsan 37R 1Y
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o] Ag B 7' B F84e AW F o] FE W=
gpste W AFE Aol REAFAE ADdn NYRS
A5EAG ) tiEel Rokshe Aol a8 the T &
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=
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>
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HAE AFEE W Sl g Ed U 299 o 2k
ROz PAHE £ AEYT

First Security

Corp.
23
(First Security : : :
Bank of Utah) | 749d3|AL || Security
| 3|4}

Life < AT E
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e
ofo
&
rir
0%
r 2
g2
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>
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o

FrAQl A4 el aLv=
A B oR O AMYGE ozl FARRA AgE & RER
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ool UeS =3l 2 uf EH‘?Q%% Security Lifeol]l 2J8] 4=
Y RS 252 F 2350 A% & gk 228 ygoh
et AFEAE 7 235 2 Security Lifee] A% +4A5S
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3}. Procter and Gamble Company v. Commissioner
2 (1990)

29| aelo)z Yare] 9bd -‘Pr 2122121 Procter and Gamble
AG.(e]3F AG)= 23l Ag¥ Il Procter and Gamble,
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TS Ae A F7HQ AEEEHE 34 2 Dr. Haner9)
BERI(Business Environment Risk Informatin)& ©]-&3%F 7]
AUA #E A3 Bla, @ Du Pontil ¥A(1979)°l14
Prof. Irving H. Plotkin®] 1,1007] 71dti SIC AbdH+t
A=) E(return on capital) 2H4, @ Bausch & Lombiil
H4(1989)91 4 Prof. Plotkin®] @At o] el tdt 2]
&9 &g A ellMe] AArEAdel ek A, Prof.
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¢l 2001, 10. 23. AL 9953423 w4
[HAATHFIHEAL]  [2001.12.15.(144), 2581]
(A2

(1]

[2]

(3]

[4]

Z919] EpARste] olrbAcl T HAAN ANE &
Qo] PRAS AN AFe=n] Ang BAhel] A A
A=A WaFs A3 7FAM] Sla A7k AP W
Felo] EpAAste] o7kl T HelAY ANE A
o] B AL BItgel Sgehi=A olie] Betk 7)F
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<Abstract>

Evolutions of U.S. Transfer Pricing
Taxation and its Policy Implications to
Korea : Legal Analyses of 14 Key Cases

Younghoon Ro

As the global economy recovers for the recent years, tax
authorities of many governments struggle to tax multinational
enterprises which are increasingly outsourcing back office
services and moving munufacturing facilities to countries with
lighter tax regimes. Especially, Korea suffers from increasing
excess of outbound FDI over inbound FDI even in
manufacturing industry for the past 4 years.

Each country’s transfer pricing rule, which the tax
administration establish how multinationals allocate costs and
profits between national subsidiaries, tends to be globally
harmonized with the need to reciprocity principle.

In this report, fourteen basic transfer pricing cases are
analysed in the history of how the U.S. IRC Section 482 has
been evolved. Especially we examine which economic method
(ex. CUPM, RPM, CPM, etc.) of determining arm’'s length
price was critical in each key legal cases. We also analyse

the formation of OECD Transfer Pricing Guidelines in terms
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of economic approach to arm’s length price.

With the understanding of these U.S. and OECD’s history
of transfer pricing practice, we explore the policy suggestion
to Korean Transfer Pricing Taxation.

Major findings of this report is as follows:

1) The concept of ALP cannot be perfect competitive
equilibrium price in economics sense. The various methods of
determining transfer price could be best understood as the
reasonable way of deriving hypothetical prices under the
specific terms and conditions of transactions.

2) US. courts tends to settle down with the compromised
solution. Especially, the expert opinions based on professional
economic analyses in the existing and new transfer pricing
methodologies become auxiliary, and courts take the approach
of “‘Your guess is not better than mine’.

3) With the issue of OECD Transfer Price Guidelines in
1995, the arm’s length principle was emphasized as the
undisputed starting point when dealing with the tax effects of
transfer pricing, as was a transactional approaches the
preferred application. Especially, the OECD in its concern to
match approaches to transfer pricing in different parts of the
world went so far as to create a new method called ‘the
transactional net margin method (TNMM) that resulted from
the conversion of the U.S. testing approach to a price setting

method.
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