
n u t  S t roc i ;  

'i'!lis r o f o r s  to y o u r  rcqaos'; f o r  ~ o c ! l l ? i c z l  a d v i c o  car ,ccrr , ing 
cl,, q - k n t u s  o f  t i lo  s u b i o c t  o r g a n i z a t i o n  f o r  Fociorai  incomc t a x  

fro;:, 2':'cclcrnl inconlc t a x  u n d o r  sec t io i ? ,  1 0 3 ( 6 )  of  t h e  Rovcnuc: &.c< 
.o s e c t i o  
Tll.js - , + '  

L c t l  

. o t ~ c c r  cia 

5 0 1 ( c j ( 3 )  o f  
5 was a l f i r m o  
d A p r i l  22 ,  1 

rosalt  a f  an oxaminai;ion of +,!Ai'iF for *;hc yorcrs onclcd DcccL:,:ior ?I 
~ 9 5 9 ,  1yG0, an(: 1361,  you noJ ; i f i cd  tl-io o r g a n i z a t i o n  by I c u 2 ~ c r  
clatod Novc : :~bo~  27,  1 3 6 2 ,  t h a t  you p r o p o s o d  t o  rovo!cc i ' c s  ~ a i :  

p osc;;ii>t s i ;acus  i-oi;i-oac$ively to J~;ILIC?TJT 1 1959 2ovoc&ciori  ~f 
ULLC ><r- f::i'iR':' esc:;lpt s t a t u s  w s s  rocosli,zc;=doC on t i lo  b s s i s  "iiac '-'- 

.pose of t h o  o r g n f i i z a e i o n ' s  scvo;"ai inco.no proclucii2g ~ c ' ~ j . ~ i t i ~ . S  
l i s  to ;>yoviclo f u n d s  t i lo  Ur,ivcrsi"; o f  : / ~ S C O I I S ~ Z  ~"uT-G:;c~ 
@ t h o  n c q u i s i t ; i o n  of Lnconio p~ocl.;bcii?rg ~ > ~ O ] > O Y ~ ~ C S ~  i i l ~  S ~ Z C  L.ld 
ox-hont of which i s  suc i l ,  ti1,z-t; i c s  c o n d u c t  c o n s t i 2 u 2 o s  a ~ j ~ i : . i n r y  

~l>t l i .pcs~ s o  as - to  brin2; it if it hi^ 5CC~pc 0l' S C C ~ ~ ~ C  5 3 %  O ?  
it110 Coclo as a foedo;. corporc.kiofi no - twi ths t anc i ing  t h o  f z ~ c z  ;::at 
Ip rof ics  a r e  payable t o  a tcs-cscm?% o r g a n i z a t i o n .  A6Gi-kLari?AlI~r2 
6th Juno 1 9 ,  1944 char$s;- amc,,;t-;lon'i; ; ?cr r r . i t t ing  -;II.11.i2i? - 2 ~  ~O;;Z;.ZC-k 

- - ;with 6 o t i l o ~ s  n o t  c o n n o c t a d  .r.lith t h o  universi-ky ~wi-kh I - ~ s ? ~ c $  "i oh 
kQ~ . r ;X7 i . ?2~ t i nn~~  pni;nc$s pwgi-nt; S.ncIJ~~;;i.tc;~ 11; i.5 ~~~::i?i^~:~::i!il f~ 
relit; which  p roc luc ios  oscmpzio!? i l n d o ~  soc-:Lon 531 ( c ( 3 j 
O t f O v o r ,  i n  t h o  avant l l C ~ y  8 s t as -csornpt  s t a - b u s  s h o u i d  con;;i;?co, 

s i z ~  and exten-2 of i t s  devalo3mo;;t ar,d l i c e n s i ~ g  oporz i t ions  
Ould s u b j e c t  t h e  ir,coma -tho;-efrom t o  t h o  t i n r e l a t e d  b u s i n e s s  
n C O " ~  t a x  as imposed  b y  s o c t i o n  5 i i  o f  t h e  Code, 

. . 
+- " 3 
b L l L S 2  can-  



- .  
opo;-ctcd for the b e n 3 $ i t  of t ; lo  iJniye;-si->y o r  :JFsco;zsln c;::C as  
s u c h  5s c a r r y i n g  out charit,?b'.o A ~ ~ v v ~ ~ J - =  U b L * b l o R a l  a26 s~L.ri.~,'c;;-"- . .  - L C  

. -. . - 
p u r p o s  s s  y b k ~ i t l 1 i n  t h a  cor,tennls"i;lofi of soct5on r ~ i l ( c )  ( 3 ;  9 . i n l L e  
c L L ~ O  1 C L ~ ~ ~ C F  c ~ r p ~ s ~ s  sf ;.,r$.n~ z L ~ c  S~oadLy s t a t ~ d  as x s ~ s u ~ c t i  5y 

-- Soc-i;i6n 1-50: ( c )  ( ? \  -1 OY t ' i ~ n  irco:zic: Tax' Raculations, s~bsackion 

- -  A 

1954 Coda u i ~ o r e  its s x e x q t  status was de-kernlzad -afore 

. . - - -  -.- ----  --  -- --------  - ---- A-- - *  - - -  

L e c b i ~ a l  advi cn A-;. pfi-,--nnni-c y , r i  7 7 1 - r ~  f , r r ; ? i  qhnd i n  t h i  s ~ > - & c i i - a  



- 3 - 
I ; ' i ~ ~ o i ? ~ i ? >  

'L:L~ll;;lj ,  ] ~ ~ ~ ~ ~ ~ ~ ~ >  ~ ~ ~ ~ : j ; ~ ~ ~ - b ~ ~ ; - i  ('.Jli.i<.i: ) 

L u . L C s u  ;a~.!;!:,k:;.<-,z 0.r -.!!.;-ti: T,J:~:, ,-,?;,i-c~;?~;-r\~ j ) L x , r i ~ > ~ ~ l >  :L~'<L;i\' .'--. 

r,:::T, J;.'?': !'Y ki lo  cl.:cscc;vp;-y 0: l':-;.Tc:;sc;- ;Iny-;-y ~ - ' i c f i ; ~ i i o t , ~ c  :,< tl-:o 
scor;sin or ~1 p;.occss p r o t i u c i r i ~ ;  ~.;.L;:i:i';.i-~ ;, 

k 1 ~ L , Y : I ~  i r l - a ~ ? . T ? . k i ~ : ~  e c:i 5 c o v e r  y - , j c c ~  r,< ~,;̂ c,;~c: 
a ; > ; , l i c a t i o ~ :  2 r..;fclo 'v;.ric'iy 0: f fic;<i, .;il>:~l-.:.::.CCLi- . ., - - 

kALi.,&<L; 1:; p r J c j - t - ~ - \ r  ri;;(J, &.- - I.-- 

1. I~OCIUC%S YO;* " . * * - - -  - J , A , I . ' , ~ < ~ . L S -  A -  

~oeori ' ;s G c  t!?~ ' ~ ; ~ ~ v c ~ * ~ ~ - ~ Y ~  3 - ^ ~ p ' . ' .  & i ,. t , . , 5 C T  
. , ":-'ivc;-st-Ly ' 2 0  ci-iJc;.-;;s-; s ~ ~ ~ ~ : : G c ! ~  nn:l co r i -a in  a l u : u n i  oi" t i l e  "' 

n2.tc:?i; a i l  i ; l l i ~  p ~ ~ ~ 0 5 5  ->o zL z~i;--;;i~~:ik CGF;~G:"~-LFO:~ ? i i ; i ~ ! i  25:;IC'i 
l l f i  ~ - 2 i ; c ~ -  ? ~ - 2 2 ; - ~ 3 5  [;rovrj.n{; G G ~  of Y C : ~ C E L ~ C ! - ~  T;.k 

r ';I10 u l t i : : ;z i ;o  ScnofF'c o r  t ' ~ L ~ c ; ; - s i ' ; l /  < ' -  -.- ' - Oc,  * < r r i  C 2 . e  

c  ~po;'~.l;i~l?s c : ~ ~ l w o d  r r o i ? ~  C ~ ~ O T - ~ S  to f.i-;:C CL:-L 

a l t d r i ; ?Lc ivc  $0 i;ho o;- ic i : ln l  ~i;co;-,boc!c ?rccc;ss* Tfi I C / ~ G  :.'G;;CS 

~ h ~ ; ~ ~ i ~ ~ i  Company p u ~ c b c ? , s o <  f;-~rn !;')SF i'is opcrn'iions in vL-L-zr:.i.r. 3 
A T -  : c o ~ c c ~ A l ; , - ~ ~ c  Toy fo2 t ; i f  icrL:ic;n of f l ~ i d .  : s i E l c ,  i L L ~ s  l(>f"~ v 1.6 

C o n c o n t r n t &  U i v i s i o n  i n  .a p ~ s l t l o n  sifi;?Iy C ~ n ~ ~ l l \ ; G  L t s  
Jicc:. ,aicni s o r v i c o s  as a p rocc s s3 ; -  'of v l i ;a~ i : -~  c o ~ c c i - : t r n ~ c s  >ii'ih3~t 

. . 
bein,? involved ~ v i t h  t h o  cor .~;?- ,orc ia l  sa2.o of "ihe j ? r o d > ~ ~  
i n d i v i ~ l u a l  dairies, '[ox v i e r $  'ihLs G ~ C T T L ~ ~ O : ?  2.5 ~ ~ ; s ~ ; ? c s s  

oi; insubstair i- i ; iz . l  p r o p o r i f L o i ~ ,  and 3 0 - 2  i~ " . 1 - d - ' - + - - 7 q  
L A  b . A U A  L.**C5 

, . f oscnpt p u ~ p o s o  , oven k h ~ u ~ h  Ci>e mzncf 2 c t ~ 2 i r ; g  a s ; > c c t  
nc ludcc i  as a c o r - n o r a t ~  $Gr\ro;- ';'-?iR?Qs c k r L r k o r ,  ~LCCSX'~~;-~:;~ &y3 , 

b!lo ; a i - ~ ~ ? & ~ y  r9G5 confo:-c;-,co, o os?lorcd this r ,~a" i t o r  f u r t h e r  s t  *'- 

by ~ e i t t c n  statement, ,, ,,l; ~ c d  as E s h i b l t  133) 
ic;c.,, .'A ' " ' 

in O c t o b e r  195.3, a k,r i~ol ;y-o:;r f leL . g c n ~ r a i  bus i !?oss  coTno7a-  

r t i o s  and a c k t v i t i c s  of -kt@ Conccntrzte 3 i v i s i a n  
od t o  tL1i.s in<o?onden< bxtrsi~css er?-koP?rLsc Cur 

s i t u a t i o r ,  ostsSiLshcs ' c h a t  a c ~ n p l c ' c ~  spi:;-~f? 
rat9 g i v i s  i o n  n c t i v i " '  vlas was nzde t o  t h e  n~vr -. -4 cl t i la t  for t i l o  p o y i o d s  2 i - i ~ ~  20 ':;>is s-pi;ldsli 

Concentrate C i v '  ,,ion c ' w a s  C G ~ S ~ S ~ G Z % ~ ~  ? e > o r t c <  - sinoss jncomo or, korrns 393-T filed by T;!KU" i n  
i r c u n s t a n c o s  prs concLude  -:ha-$ zay q u o s - k i o ~ s  

c o m ~ s r c i a l  r;ai;u=.o of ti1j.s o 2 c r a t i o n  a r e  nor$ fii00t. 

i ?rk'-' 
A b L ~ ~ Q  T ~ Q  lajo~at3;-y 193s 

.c I f s h e d  in 1936 to asscz-i-e tha r;zai~teilcr;2ce 02  

, . nd2rds i,, p r o d u c t s  produced by l i c a n s a s s  c z d o r  z i x  Stccnbock 
'"in 3 p a t e n t s ,  s u c h  q u a l i k y  cor.k-i.ol spasoqr;z: , t ly 
lied t b  0 t h 0 7  l i C ~ n S ~ C  p,:-jii~c-ks s n i o r  patoz' ;s  owilc i  jy ',;lmy. 
J - P P r o x ~ m a t o l y  tila f ine ,  adclitLo:;al j - abo~-&ory  b u s i r i a s s  
" OUtsido c l i o n t s  vras baing d ~ v c l ~ g o d .  I- 1937 t h c  l a b o r n t o r y  
eStablish~d as a d i v i s i o n  i n  :lArXTQs o g o s a t i o n s .  Actor t h o  

. , . . , ... - 



- .  . ., . . 
'Cs:,jL;-:;.3:; OT t i10  ~ C C i l i ? ~ ) O i : i  ) ) 2 i i : i ? k 5  Ci!ltl t i 2 0  ~ : ? d  fif ( .;: 
i:.d i o ;  S~ ti:i iaho;-iiL01-y 2cC::iL'iio:j ; ~ t : ;  c~[;{;rc:;:; j-17::;. , J 7 . s : l t l l  tlls : ; I ~  1::sLLvo of ~ ~ ~ > . ' i j ; . ~ ~ l i ~ ~ ~ ~  ;, :;c;.;:- 

- .  . 
s,i;,i,o~-ti::,y "2:: p ro :  i- < . . L . I ~ J  i.;>cr:iL;.on in ncldl'; i o n  ' ;o  bn ln i , ;  n. 

tc~ l ? ' l  c  opi;r ' i .Lions nnc:. t h o  U ~ ~ i v c i - ~ ~ ~ ~ ' -  ., .!- ,, j r -  

j s s c i 2 . l  T r u s i a c s  ' i ' i ~ : i o 7 " .  38; )  , ~ ? l i ~ i l  :[:.SO cdnt:.;.. 
ov; of  2 1953 T~-- 'us to~s"c?or l ; ,  ';o,yot;icp k~ikp; 2 S ~ , C ; C ~ ,  

, I - - , !  G, n t t c s t ;  <o 'tho c o f i ~ ~ ; , ~ i ~ , : ;  ~ : j  Xcr30rk Xo. 'j92? ' , " L ~ + I - ' -  
. . .- . . - - - .  . - - , -.- - ,- -- - -- -" - ,, ,. - F F  -: 

os-;n;:sio;? O V G T  %~IC YC2lL-S 3; 2 CG..<. . : i .#- ' i : . .a i  ~rc;b i . ; ~ : ; ;  -* c;.iu L!;V G;,.,,~,,. 

,, c 1; J< -i 2L 1 ,y 7 ...j-k l1 ~n  2. CL a .: 2-  ,,<.I l n ; >a rnka ry  as ILYOXL :IS Eu'---.-G F ~ - ~  2.uA.G;: L U  
. . .  

i;ilc,, :*opor ' is  nil(: 0kilcl- Cia';?. f + i : T n i ~ l l ~ d  I f i  c o i ; ~ ? c c ~ i ~ T i  7,iz;;i; t h o  
n:>o-nkory  Dfivisioi: LC-bivi-'-" , . L C ~ ,  an Oi. t h o  pFcl;l::Lsc ci;cc:c t .rr~s n?aiio 
i osa~; : inn ' i io i :  o f  5 c v c r 2 1  i ~ u l i C r c d  i i l v o i c c s  ) by L ~ L  

i2ovonac i'kccr,t t o  c v a l u a t c  -kilo c lass  i f  . -. icz.kio;~ GC ':;G';:C, 

sin?; kill-' C l a s s i f i c a t i o n  C2n:-t i d c n t i f i c d  as  15);: l ibiu L I ; , - ~ -  . . 2 

A L L ' L L  a r d s t i c l c ,  a n d  t h c r o  was :?:uch c v i d c n c c  of r n i s c l a ~ s i . ~ ~ - ~ ~ - i ~ r :  of 
r o j s c t s  as v r c l l  a s  iirorlc ~ c s u i - 2 s  serving p l - i v s t c  in-kr,:-o:;tc 
n t h o r  t i n n  boin,?; nladc a v z i l z b l c  t o  t i l o  i r , to ros - lcc l  pi;i;?_ic, . -  . 
asocl upon 211 t h o  a v n i l a b l o  i i ? f o r ~ : l a t i o n ,  t ie  c o r i c l ~ i i c  znsz 

i l c ;  t h o  w o r k  p r o j c c t . ~  covc;"oC a b r o a d  s p o c t r u c l ,  th2.s S L v i s i o n  . - 
b e i n g  c o n d u c t o d  p ~ i i n a r l ~ y  z s  a t o s t i n g  and c o n s u l t i n ? ;  . l a b o r a -  n 

h i s  i n d u s t r y  o r i o n $ c C e  
ho 3 i v i s i . c n  i s  compc t i i i  
i o s  ~ a t h o r  t han  c o n d u c t  

j ' I 'n~ >c ; -u l a t i ons .  T h u s ,  rovcn.;o y roc lucod  by t i l o  L ~ ~ G Y ~ ~ G - - /  
/ D i v i s i o n  is u f i r c l a t o ~  business 2 s  d o f i n o d  i n  ~ e c c 5 . 0 ~ .  5 1 2  a s d  

r,. SSubjcct t o  t:;e tax: il21;oscL i;y s o c - k i o z  511 o f  t h e  Coca.  A:lC 

[burden of p r o o f  y e s t s  i;pon yAI?! -';o clearly shot$ t h z ~  s ? ~ c i f i c  
fPr0 j c c t s  tgh ich  t h i s  I ) i v i s  i o f i  ~;.,cioi-talces come wi ' i h in  'GhC COA- 

t c n p i a t i o n  of s a c t i o r ,  j 1 2 ( b ) ( g )  of Codo vrilich o x c c n 2 ~ s  
' f ~ l ~ d z ! n o n " i l  r o s o n r e h " ,  o r  specific proJccts a20 clc2.l-ly 
' ~ ~ ' i ~ f i t i i ' i c  resoarch" as dof i n c d  in t h o  Roguiations at s o c t i o n  
~ * ~ ~ ~ ( ~ ) ( 3 ) - l ( d ) ( ~ ) ( i i i )  (a)2 (b}> o r  ( C ) O  

C 
Licensing ?)ivLsion ,?ctivi~-ose p r o v i o t i s T y  S Z ; & G J ~ ~  y!~'LG' 

r;LS C r e a t e d  *;G a&,lifiis"i;n:. <-r 
: b o i p  conco i l i i t an t  l i c o n  ., - 

. . -- - t i v i s i o n  ~ L - S  cvolvcd o v ~ - -  ... n v.? -- ----  
d - 

s t u d e n t s  and f r i c c c s  i i  
. . Y. c a r r i e s  3uc 1 ~ 2 2 - G  

5 takes a l l  s t c 2 s  r o q u i  
P u r s u e s  t k e  obtaLniag  a 
O n  a ~ o y a l . t y  basrs t o g a  

* 

c e n b o c k  vitamin 3 pz ten -cs  
c n o n t s ,  A s  t h e  L i c c x s i z :  
a rs ,  it s t i l l  d o e s  20.; s o l  
ly a s s L g n o d  inve~clons by 
2 i s o l a t e d  i n s t a n c o s j  o f  -z 
e v e r  d e v e l o p i n g  p ~ o c z s s s s  

to o b t a i n  > a k o z t s ,  2nL 
P 
A l i c o ~ s i n g  zg~oon:cnks w5.t 
tl-tor w i t h  s e r v i c i n g  "'; b L  050 
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.,: A s , i  l Ll->a~~:<o c , l::iscon:i in 
, , . ; i s c ~ n s i n  -4lu;iinj. I i o s c s ~ c h  :.'oui-idr;i;ion ("iff'LicF 1 

3:_,os;:~c;-bts t o  t h o  o s k o n t  of  i:;.;doi*fn!cil:{; o c i u c n t i ~ f i n l  r : .c ' i l .v i t ics  
o- ., :,l.o:~:o~::or~;-.l, ty l )o  norii::llly , -c~soc ia ' iod  ~ L t h  COin;:;Ci-ci.;~l 
.,;,,,r,.,r~.is~~ ~ Q > p r o s i ~ r , a t o i y  t-wc;..$y j??Ltcr.-ks wcro ilncicr 1Sccn:;c; 

l;2,t:i," ";lc till-.-oo-yonl. p o r i o d  hero undol- c o n s i d . c r a i ; i ~ n .  r2h~c 
,itaria ;o;- acccpf;j.ng- ass i ;~n :ncn . i ;  o f  a n  i n v c n t i i o n  (ss ~ r : t  

iZ1 7 ; ; : ~ i l i b i i ; ~  1 0 C  2 n d  1012) is thn-t ' ihc i n v c n t i ~ n  :;.us'i Ijo . . n.G,?:l-;n;>lo o r  p ~ t o : l i ; i n l l y  p a J i c n k ~ b 1 0  a n d  inu.?ii; i>0  a n  ~. r ,v r ; f i i ;~on  

cvor-~-loloss, t h i s  cloos p z ~ c l c d o  t i lo  ~~cco 'p t i n : ;  oi' ar; i:-;vc.r.- . . 
ion if suc l l  nc f ; i on  rqoui<i bo 5 . i ~  t h e  pu'ol3.c i n t ~ r c s - i ;  CVCL -<Eou;;?L 

,-'; f < : l n i l c ~ ~ ~ l y  profi . ' ;nl>lc,  3;- -,.j.j':lcro s u c h  ac-; ion is c o n s i d c r r ; d  
c!,iris;.,l,lo f1-01;) t h o  s t a f i dy ,o i~~-L  oi' nlnin-l;ninin{;' f svorni3l i :  relation 
i,..ip ! ,~ l i ; i l  i n v e n t o r  ( n a r t i c u l n r l y  w'ncro an ~ Z V C ~ I L ~ ~  
l . sviously  1)ocn p r o c l u c x v o  in ;ssLy;n.',ng o'iilor i n v c n k i s r i s  ~i:i,cIi 

boon c o ~ l l ~ ~ o r c i a l l y  s u c c e s s $ ' u l ) ,  o r  s u c h  a c t i o n  i s  CGTis idar~d  
s s c n t i n l  f o r  d o f o n s i v c  p u r F s s o s  i n  a n  a r o a  whc rc  WAX'  h ~ i s  CL ' 

iconsil?,.; p o s i t i o l l .  Tile underlying t o n o  o f  %;laso C O ~ ~ ~ C C L V C  
nctors ? o i ; l t s  t o  t h o  o b t a i n i n g  of ineomo f r o m  -;no c o z r c l ~ ~ c i x i  
s p l o i t ; a t i o n  of i n v o n t ; i o n s  r a the ; "  t!lail t i lo  p a s s i v e  C O I ~ C C ~ ~ G ~ ~  

c c t i o n  5i2(b) ( 2 )  of t h o  Coclo. i iowever ,  technical a'clvicc may 
o t  bc f u r n i s h e d  o n  tho issues ;> rosen%ed  by t h a  &Lcc i>s i~g  
i v i s i o f i  a c t i v i @ f o s  s i n c e  p n t c n t  p ~ o c e s s i n c  2nd l i c a n s i n ~ ~  
c t i v i t i c s  b y  u n i v e r s i t y  or i i_onted o r g a n i z a t i o n s  and l:l/ s c i c n t i f  
o s e n r c h  o ~ , z a n i z n l ; i o n s  c o n s t - i t u ' i e  t h o  s u b j e c t  o f  a S ~ L ~ Y  : j ~ i ? ~  & V  

onductod by  t h e  S e r v i c e ,  t h o  s t u d y  h a s  n o t  bocn  concluded, 
nd t h o  r e s o l u t i o n  of t h o s e  i s s u e s  s h o u l d  awai t  t h o  r c s u l t s  of 
he s t u d y  and t h e  c s t a b l i s k ' i ~ e n t  o f  a S e r v i c e  p o s i t i o n ,  

I n v e s t r n e z t  D i v i s i o n  a c t i v i t i e s ,  Tha o T i g i n a l  s o u r c e s  o? 
unc1.S wh ich  h a v e  built I.;AR?*s i n v e s t ~ n a i ? t  p o r t f o l i o  a r e  p r i n c i -  
" I l ~ . ? r o r n  p a t e n t  l i c e n s i n g  ~ ' J S ~ ~ O S S  o p e r a - k i o n ~ ,  ' n o w e v e ~ ,  

s o u r c e s  h a v e  con i - r i bu t ed .  subs -ka i z t i a i  anlounts .  i n  
cccnbor  19539 t h o  B o a r d  of T r u s $ e e s  a p p r o v o d  a y l a n  t o  a c c e 7 t  
ifts s u b j e c t  t o  -khe r e s ~ l v a t i o n  of i a c o s a  f o r  n o t  n o l s  t h a n  

named benof  i c i a r i s s s  This i s  d e s i g n a t e d  t h e  "Ir,vos-triienk- 
h i l n n t h r o p y  Pursuan-L t o  t h i s  p l a n  the l o ~ n d ? ~ t i o n  
a" r e c e i v e d  56 g i f t s  a g g r e g z $ i z g  $673 718 as o f  Decc:nber 31 
D60* ( ~ ~ i l i b i t  31.) if.LqB has i s s u e d  t h r e e  t y p e s  03 l i f e  
" C O " ~  ? lam:  G e n e r a l  P a r t i c j - ; p a t i o a  Fo r=  ( E x h i b i t  1 ~ 5 - D )  2nd . 
C ~ 7 ' c ~ ~ a ~ 0 d  Fern (Exhibit 105-2) ----,-:l~ici~ were $fie s u b  j c c t  o f  
n tc r i i a l  k R ~ v e n u s  Service i e t i ; c r  ciatod l I a ~ c l =  2 6 ,  1954, xhici l  in s u b s t a n c e  r u l e d  t h a t  t h e  r o m a i n d o r  i n t o r e s t  3 r o v i d c d  ?o:- i n  
he is G c d u c t i b l e  b y  t h e  d o n o r  i n  h i s  i n c o n o  tar r o t u r z  
"': t!lai p a W . c n t s  ;r.ado b y  l;JA>l t o  ';i;o dono:. c o n s t i - k u t o  t a x n b l o  
nCo'"c 20 Such  d o n o r  -- and x r = . o v o c a b h  T~us . ' ; ;  jl'ori:1 (Zx - : l i b l t  10-3 

S tho subjock o r  Service l o t t o r  G J ~ ~ Z  Bsbrua ry  is, 
"h i ck  t h i s  " p l n ~  1 1 1  nild in s u b s t n n c o  yu io f i  

hat 
romaindor i n t o r o s t  p r o v i d o d  f o r  i n  t h i s  plzn i s  

. - ,. 
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~ L j \ r i l i l ! i < 3 ~ 9  \ ' i ~ ~ 5 C O L l : i i i l  ... oi l s i i ;  : ' L l ~ : ; l l : l i  i i f i ~ ~ , 2 ~ * ~ 1 1  You;- 'CA'G~GZ (';i'.iq.iiyj 

-- 
Giq zt111<15 f1-o;;; l , ~ ] i ~ . ~ ~ ~ , ,  ( ~~>:~~: i . i ; : i :~  2 1  ) . i . t ~ ~ i : <  ;..?;,f;;. I- l:-,!; 

~~s n?;J,-?,cl:cd i;:, cO--,-- A ... 33G-L: .  filed ljy ;jp.!iy . " - - -  ,. 0 .. :- 9 6 CI >.:i <i. - .. j1ircci;ol-s Yoos &;;<I i..;ii>:l:y~;;:cl?";t ~ ; ; o ~ v ~ . c G  FCJC,:; ~ ( ; c o ~ v c _ I ( :  
Y:.~::; '.;!';a v"i-ioi:s ; J iscol ls i ' i l  '36115 :;ui,sidialqios r l i i d  oi"?:<C? 

-- 
3f;ni;-si; as;>cil:jas o f  \j:i!?l:. .L>, 03;:>?-a;l,?,i;c0ib i . 2  ha:; l j . 3 ~ ~ 1  ~ ; i i ; : k ~ ; d  

;,?,t t;;os(-,  itC,:;:; l - ~ ~ j ~ . ~ > ; ~ i ; ~ <  ~;~Lyi ; )~l :~: ;  :o:- s<>;??~.;.Cc;:; r,,;r.- 
. . 

(lo;-cci :>y of;j .ccrs n n c l  cii;-c;ci;o:-s in tlz0i.1- .-0ri:;.;12 r r : : ; y , c j l l : ; ~ : , i : . j - k i c  
yiIa:; i= i f i d i v i < ? u a l s  rcndorci;L s;>a c i ~ ~ l : ' I . ~ c t i  s o r v i c o c  ~ G T  :.;l?ick ' L ~ G  

D o l l s  c o ; - p o r a k i ~ : - ~ s  i2:LFci as -;boy vroulci gny 207  &<;y 

.,cc,vccl ;>y ' ; , "Z~~ i ~ o c n u s c ;  i;i;o ;:LLvi<l.i:als wora  o n  .l;i:'i;:;:Ys - p a y r r J Z I  
o. thoi - r<iso  n f f i l - j a t a d .  k:;.it!l CLrc Bou l l~n -k io i~ . .  12 0;" i ; : ; ; r F - ~ r ~  * a < ,  

sL,c:l :Flldivic:unls 011 ?3ayrol;.-; 0," s c , v c - n l  c ;? ->~ . t - i as ,  ':!;'.Ls c u ~ r i c d  
.,-:-.ssa :',1:d:lvlduals ';;'isconsir, 3 c l L s  c~r . ; j o ra i ; io i i s  n;zCc; . 

~~r::icil s o r v c c i  t o  ~ c i r , : ! j ~ l - s o  >iil,O\B, ( Z ; : : ~ i b i k  1 ~ 5 6 ~  j ;;;LSC& 

\;;>,or, n:l o v a l u n i ; i ~ r ,  0: the cx-i-ii-o j?cc~T<l, 21-0 of 'I;:;c ~s;:;i~;i 
sc;ns r c c c i v c d  by ';$JLx? i&on-;;irj..cfi as  s i r ; j c < o ; - ~  y c c s  

4 
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c;ncn'i 5 o r v i c e  r c o s ,  r c y , T e s c n t  rci.i-ri:l)~;r~ C . : A C ~ ' ~ S  t ; ; ~  .!ii.t: 

o-r;il-,r. orc-fanizz\ i ; ions ,  ~ ~ " ~ L I G T  tlilar~ ?jiIi?T b e i n g  con ;nc r ; s a f~c i  
C L r c c t i y  f u r n i s i l i ~ g  managc3:oc.L assistance, r u r t h c ~  9 ' - ' - . q p Q  ~ . A L J L  SW.QS 

zppeny t o  c o n s t i t u t e  -rctnsonablo r c c o u ~ : n c i ~ i ; ,  Accordin:;;y, vre 
c o : ~ c l u c ? e t ; h a t  t h e s e  scns z ~ c  f i o t  u n r c i a ' i o d  b u s i n e s s  i n c o z c  
s u b j c c t  t o  t h o  t a x  inlposoci by s o c t i o i ~  511, 

You did n o t  y o q u c s t  tcc:k:iczl a & v i c c  6: t~ho'Chc? ',;'223' s 
i n c o a a  had accu ; i ?u l a tod  un?cesonably e i t i ~ e r  i;; z;noun-L o r  C u r a -  
t i o n  so as to bring i n t o  o_nai-ation tho p;-ovisions GI^ scc-;icn - .. 504 of  t h e  Codo (section 331:? of t h e  1339 code) ,  L-lowevcF, 
~ . l c r a  k l o r c   indication^. i n  i;l:c a & n : i n L s t r a t i v c  f ilc thz l ;  '"''7n . . :L~LP  5 

.. :-i3ri : i n v c s t r n c n t  p o r t f o l i o  T,%ras b u f l k  cp fron incocie reaXizcd " - ,. yoyaL-:ies and licensing z c t i v i t f ' c s ,  b u t  tho 2 ' l n a n c i ~ ~ l  ii;zor;;la- 
. . kioi? ifas no'; i n  s u f T i c i c x t  f i c -kn i l  ';G m a l ; ~  a S e i ; c r ; n S r ; a - ~ i o > ~  

f ~ ' - c ~ s f o r c ,  t i l e  m a t t e r   as d i s c u s s a d  a t  t i l a  J a n u a r y  1965 coa -  
f e r c l i co  (:of o~ . r ec?  t o  a b o v ~  f , a d d i t ; ; i o n a i  i i z format ion  

--, s u b 5 c o , u s n t i y  fu r i2 i shod  by 'CJPdi:? ( idcnt ic iod a s  &shi ' ; ik  1 ~ 1 ; ~  
a"d tho c o m p l e t e  ~ o c o r d  w2.s r e - e v a l u a t e d .  Y e  c o n c l u d e  that 
i f i f o r n a t i o n  of r e c o i - 6  e s t a b l i s h e s  t h a t  t h o ~ e  has bccn 20  ua- 
r O a s o n a b l s  accumulation of income w i t h i n  t L e  n-iosning o f  s e c t i o n  
5O1;(,) (1) of t h a  Zod0.i , 
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