
.::.T.-AXA;;.o,Tl~O::;.;;t.;..l ....;A.-r-m ......... n_"'o.;.;;;;-...~r-;B•JJ,_J-..tK.......,v_.T_o ... o;..-.l.;..:..· H 1gb t to deduo t 1 n ter eat trom 
t nx troe bond• 1n co~putlng value 
ot oharea under 'l . s. "1aaour1 , 
192~ , Section g7e~. 

non. ~ •1~ ~ . 1 p '' Fl LED 
. roaeeut1n, n'tt. >rno} t L)Lj_ r'~zaa (.v \.nt.y, 
H~ueton , ·.rt· sour1 . 

::>ear Sir: 

A roGueat r r n opln1on h 6S been rec•ived rrom you 
Utlc1or d~ t.o ot Jtmuury 1a , 1~35 , ucb r•~uoat bein ln t.b• rol­
low~n •. r e : 

.. ls b n)': . 1ncorporetecl tmtl•r t.he lo • or 
~1: ourl , l nLi out h tat o~t or vcl-
uo of t. !.r: u.::-_f! of l'$tt;:~ck ttu~re 1n in conpl1·· 
~~c w!Lh otlun U9~f • . Gntlt l 0 to deduut fro~ 
t~o r or. J'Vv tun n , undt•lden pror1t , ·\re iw 
c. •'- ff rn l ae; or t h b nk :n.1.c lt - unt t < t'oor 
hov t.ec-·n rtl o l v d '-' 1 ntt'J o~ on J i b rt.: on • 
~d/cr oth tn~ fro ecuri\1 o • 

n • 
•• rollouo: 

1 

1 2 , Joc~lon 9765, prov14eo 1n p rt 

.. i'e :-n ·mn ov; ~nt; olw ro or :tt.o k in bfm~u~, OJ' 

i n Joint ut ct ~n t1tut1on:a or o aoc1ut1ono 
Gol·g ~ b n ;1r-B bt:B1n tH , hnll not bo r•l-
qu irod t.o t\ 11. v I' to i;~lo :wnono1· . H. t t.ucrc­
or ' but :.h prua\.";ont or othnr chi\! ort'ic,r or 
cu•,h .. orpor tion , lnut!tution OJ' u Goo1o't.lon 
! ht'.Jll , undo;· ootl • ael lvor to t tae llDt.ot: or r. 
11nt. or a 1 : horoa ot utook hel~ t orein , on~ 
t."sc r,. • VO UO t t'.or or t t •l1 Vfil 0 Ol' 11 J"O l 
oc tet , 't ny. rorrc~ nt~ by uucL ~h rea or 
otoc , '-<it•• hor -t th oll rcner• d rwnrt , uodl­
\~lded o1'1 e , · rr.- \ums c:- urn1nes no al 1 
oth~tT be loll£ 1.r.g to cucsh oorpor t!on; com-

uti on or c:.oc1c: t1on; :nr. auoh ntu ren , 



""Tho to:xeo 
b!'noo~ 1n e 
,or t1ons , 
troY!~ tho o 
)la id l'ly t.~e 
4onda ecru 
eo p4 1~ ~ ·: a. 
poct1voly, 
thoroor o,.,., 

4a • und1v1~od prot1ts, ,,ronhm 
nnd all other valuo~ o l1st~~ to 
orall ba .,tluo<! e.n.~ ~ssnnned aa 

ty t th91r true •ol~• tn QOney. 
ue or ranl oatnte , 1t 11ny , repr -
c' hnres ot took. • 

on ~tbtlr"i'S ot" s t oelr O""-
ch llst chnll bG paid by the co~­
eapect1Yol 7 , end theJ mny . oeovor 
era or nuc n~nrc tho c~ount 30 
, or c~4uot t~e s3me fro~ th8 ~1v1-
ne on suet\ t \. r?~t; nti t~ -., .,.,ount 
1 be ~ 11o~ on auoh taro • re~-
n~ sttsl l b6 pei¢ botore ~~ ~sf r 
bo .,.et1o . .. 

T. cee t wo ~! ~ t e le11r tr.at 1n na tlA 1ne t hft vc:& luc or 
tho sho:e b n~a . 11 tho Q~a~ta or tho ~orpor '1on 
aro to bo oo~~16ero~ the r~el ~ntotc, r~~ 1f t~~ tor~a o! 
ueo t1on S~at , ~all re ~~yed u~~~ . unet~i~~d Fr0~1~& , p ~omi~£ OT 
e l"Olnga '' 1 do ::\0~ QOV t" 11 St.:Oll 'lt&fl.:! ta , t.bcn t:t.:.l"ely tt.c fol l o -
ht.e pbra!le 1n s uer. nA tl~n, il!l1ob 1a "one.! a l.l otter v lueo" , 1a 
• ut f 1o1ontly comp~ete s1ve . ?Urther~o~e , tho ~'~~ .a. ~ 6uot1on 
ot r eel nst.&t e trom t tel uoeet \:ould 1 .pliedly .xolucHt othe r 
unnemeli oeduction.c . r :ur . t'~re , rr.ont)) rece!Yod ' .:: 1nt.ure::;t o n Li­
berty Bo~~s or oth•r e~ fre aoourt~1e6 ~oulQ not be deduc t1blo 
bJ tbe terme or the c etui • 

It 

rho Sup r e ""ct Cour t of th~ Un1 t.ocl Stet.e£ h«• l:eJd tb3t. a 
a t at e s t etuta coulii n •~ a to t.he etoc ):ttol rterr. ~her•" of at.ock i n 
a bGnlc , -.n~ ... 1:3rsure t o vo loc or such •taros by nae ta :.:e~pt. t ro111 
st to taXG'I.;ion . ln t c oc.r; o:' n n+'o!nee !'iattonel U n.k • · P'a1r• 
woet ho r . 263 '' • .. -; . 11) ( 1 25 ) tho court in d1aou&a1n1J u a t at ut o ot 
t he St et.e or lowa. .. ch w • .ubatnntt&ll7 the $Cr.so a the Ul o$our i 
e t.et ut e l n .,uoot1on , a1~: 

"The ne:x t. e 
socurjt l os 
trot:)· to f!X 
tt'lot it roc1 
t l'!C ftE;«t"OftC 

nt~nt1ou•thf~ t. t.!lu atntut cu jeota 
f the Un t t.nd ·~ t.ot;oa t.o t.axat1on con­
~ t1ng le~• ot t ho Unl~ed St atob 1n 
l ree tho~ the neaa ent be b o4 on 
o or tho cnlp1tl)l , GUJ1:1lun Gnd undlvide<J 



cH:rnin a ¥> i t .:"Jut n:1y d..;)ductio:1 o r nl l om:mco 
or:. «:.iHJ0\.1:'\t <, ' tho 1 'iV OC to t' 1~ 1:-: HUCh IH!(! ~ !"~ ­
t1uu • c or. f ur-e· t.he tJl.c.rc:J . -~~1 oh ore t r.e ro: ­
. rtv t>f '-he t.~Je'<'ho l~ "''l'D , .-.1 th t :1o oor--(",T to 
t ~OtD , ~~~C ~ro th orop&rL, of t h bank. ~t 
1 ... flU! t il t. rtJ tta· t the i.e toe :ru.:1 not. t nx s uot; 
eo,.r t t. lth, ·~l4t. •l~u•lly ~rue th:..t. t hey rr~y tr.x 

t ~-• ;,~:.·oa 1 1 a oorpor r~ ti(li\ to t.l' o 1 r owner a , 
the etockbol or~ , ~lt ou t L ·a ~orpornto ~~o~t3 
con~lat l Lr B lF o~ sual oucur!tloc , nne thrt ln 
E:~. o:.~lns 1.h ~turoa 1 t lB uot. .tcOUG!)nr;r t:J <.lc -
•. nJCt wl.t:L t ia 1nvo~to ~.A in t.!w f'lc cur1t i r. • • no 
a1r r renee t rnu ~n t~~ 61stlnatton hot~ ftn the 
cor~cr:. t.o et etn o:a• t.! e .-._nro.F. ,-t' • on hf'lonq­
J&c ~o th c r·c~~~1 n ~~ 3n art1r1c1el nnt1tl 
i·:"'d t.'he. ct.~at. · to t.h e!.oo t'~oldt.;r!i . " l~G. r •. • 112) 

l,..!>na berore ttH~ above 
:t.ato t ad Ufhel d t~e 
ute ..,h t oh S tt in ~'1o f' t 
9 ll. ~6& (19?0) ~h 
Court or ~ 1a OLr1 {45 
Cni~ed ~tote8 sa l~ : 

"It. 1 no lo 
o1noo th~ do 
1.'t:e .Aaeo:.eor 
.nl bank vro 
t.! f! a:1 t.lre o 
bon4• or tna 
b:, t.ato out. 

!ioe a lao o:r&o .,uv t n.GO 
l'bat the :Jupr~no t.our 
ta evi~ent fro~ 1t~ o 
nr1nkop , 2SU Lo . 2£~ . 
• · Oehrer , Zl ~ ~o . 10 
hud clalme ti ~educti 
St.atoo bondo wblch l10 

anG the r1sbt to ~oke 
d U Y.) 1"0li8 Court or Mlea 
beln . c- nrl~o~ ~o a o 
of the Board of Equal 

... M-' St: 1cn. t e ... hpr e .r:o '.:ou!"t o! t he .. :nit ed 
p r~d•oe~sor Of tle fTe~~~t ' 1£&~Url stat­
Ol'\, in t.h~ c t1ee or t.1onb r J.,r Y . ftouco , 
ob er!)ao on a vrtt or e rrnr to t..ho J Ullror:o 

t ?) tu un1cb Ute surre·r.o Court of t !IO 

!)tc r en open quect1on ln t.h1e oc;,urt. 
le1on 1n the case ot Van Allen v. 
, tt • t. th., a h-ar•bol4era in a •. t1 >n­
ub~oot to ·.t ate taxat!.on, althoutJb 
. itHl n? tb bonk bo 1a .tod ln t hO 

vntted ~t~ toa, whloh onnnot he toxe~ 
ority . .. 

;.et\1( v . lioaVt;)\nes , 20!J t' • ::) . &'>!5 (1907) . 
of l!. is fJU!" ! ~greHut !fll !tl! t.hte c ~;natruct1on 

1n1on ln ~tate OK r 1 C m~boll et bl . v . 
14~ ·• :. 444 (1911) . eo al&O ~t8te ox rol 
- • b :; . rr . l2<~ ) 40 ( ltl~) ln nt. toh u bGnl: 
n Un~or tho t' t c t.uto ln ('IU6Gt 1on tOT v nl~ t1 

d1eollowe4 by tho ~o rd or K~ucl1zot1on , 
fi\4 0 b deduction WllD not e•cn rgu~d 1n tbe 
~r1 , tho Br6 on\ and op1n1on or tbe cou~t 
n .1dO'"Ct1on Of o ther ph080 A Ot' tl:e T\r.l ing 
zation . 

It t nitoo. ; t t o bond e.r~ not decluotlble unclor t;oetlon 
9760 , t.l1on o rortlor1 monoy rftooiv<ld a A 1ntllrnat tt.or on ,..ould 
not le ded\Aot1ble in ho !" nl!u at' t he bnnk. 



In cone ".Jn!.o 1t 1:> our opln1on thnt ror the tu~eena ont 
ot shcrctt " r tiL1.n}r s t c < k un~nr >. ~ • ' ia:s uri, ~ ~ ~t , _cot i on 9?~5 . 
no 4educ tic-., cc.n be cle !or t::onoy ~ ~old b71 ouch bnnk wh l cb hoo 
been reee1v~t•" nn 1nte ~ ttt on Unt t d tatct~ ho .4n or cth~r t tu ex-
c .. &>t 3oour1 t tell , ln e t~put. tn~ t ~ e Vt! l t.ut1 on or tn.:.ch st urcc or e took. 

'(' ! o ':T~I· .... · 
t~o~torno ~.:;ent'l ral 

Ver y t r ul7 youro , 

~ Ln: 1 • r•l :..1.m~ 
.. uai s t clt r . .. tornr.y (;onoral 


