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ordertheus to conclude thatThese considerations lead
isquestionOur answer to theappealable.is final and

Yes.
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gainthe on of realto have sales itsPetitioner seeks
andgain of its sole stockholderas thetreatedproperty

ignored merelyas fictitious. Cer-existencecorporateits
ofof the volume similargranted becausewastiorari

alleged con-in courts and because oflitigation the lower
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circuit courtflict of the decision below with other
decisions.1

inorganizedPetitioner 1928by Uly Thompsonwas O.
to be in with certainsecurityused as a device connection

of therealty by mortgagee prop-Florida Theowned him.
erty suggested Thomp-the under which Mr.arrangement,

conveyedson which assumedproperty petitioner,the to
receivingthe inoutstanding mortgages on the property,

return all but the which hequalifying stock,shares of
votingturn byin transferred to a trustee theappointed

creditor. securityThe stock was be held for anto as
payadditional loan to Mr. to be used to backThompson

Thompsontaxes on the property. other realowned
to Inproperty, individually.title which heldhe 1933

the loan which occasioned creationthe of waspetitioner
repaid mortgagesand the were refinanced with a different
mortgagee; petitionercontrol of Mr. Thomp-reverted to
son. The mortgage paid bynew debt was in 1936 means
of a sale a portion by petitioner.of of the property held

petitionerremaining holdingsThe the wereof sold in
1934,three one each inparcels, 1936, pro-1936 and the

beingceeds received by Thompson depositedMr. inand
his bank account.

Until by corporation1933 the business done the con-
assumptionsisted of the of ofobligation Thomp-a certain

toson the certain con-original creditor, the defense of
demnation proceedings and the institution of a suit re-to
move imposed priorrestrictions the a deed.property byon

1 112 Corp. Helvering, 350,West 59th Street D.App.v. 62 C. 68
397; Brager Corp.,F. 2d BuildingUnited States 124 2dv. & Land F.

349; Jersey Commissioner,North 898;Title Ins. Co. F. 2dv. 84 Inland
Development Commissioner, 986; Carling HoldingCo. v. 120 F. 2d see

Commissioner, 493;v. MayerCo. 41 B. Commissioner,T. A. v. 36
117;B. T. A. Realty Corp.Abrams Commissioner,Sons’ v. 40 B. T. A.

653; Realty Commissioner,Thrift 545;Co. v. 29 RealtyB. T. A. Moro
Holding Corp. Commissioner, 1135,v. 25 B. T. A. affirmed 65 F. 2d
1013; Forshay Commissioner, T.v. 20 B. A. 537.
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InThompson.paid byof this suit wereexpensesThe
aleased for use aspropertya of the wasportion1934

trans-$1,000.for a of Petitioner haslot rentalparking
inholdingsof its lastno the saleacted business since

andkeptnot been dissolved. It no books1936 but has
its andduringno bank account existencemaintained

than described. The sales madeno assets asowned other
in taxreported petitioner’s incomein 1934 and 1935 were

being yearfor the earlierreturns, reporteda small loss
1935.being reported for Sub-gain $5,000a of overand

auditor, Thompsonhis filed a claimofsequently, on advice
soughtfor 1935 topetitioner’s behalf andfor refund on

gain He re-the 1935 as his individual return.report
1936gainthe on the sale.ported

gain the 1935question is whether the realized onThe
as income taxable to peti­1936 sales shall be treatedand

in­urges, Thompson’sas or astioner, the Government
forAppeals petitionerBoard of Tax held oncome. The

the cor­purpose,that because of its limitedgroundthe
figmentary whichagent“was a mere should beporation

Prop­in the of taxes.” Molinedisregarded assessment
45 B. TheCommissioner,v. T. A. 647. Circuiterties

ground corpo­on the that theAppealsCourt of reversed
forby Thompsonchosen reasons sufficient toentity,rate

in of the in­recognizedmust now be the taxationhim,
Prop­Commissioner v. Molinecorporation.come of the

erties, 131 F. 2d 388.
entity acorporate purposedoctrine of fills usefulThe

purpose gainin life. the be to an ad­business Whether
vantage incorporationthe of ofunder law the state 2orto

4comply ofavoid3 or to with the demands creditors toor

2 Pipe Commissioner,Texas-Empire 127 2dLine Co. v. F. 220. Cf.
Co., 452, 453-4,Copperv. Chile 270 S. 456.Edwards U.

3 Corp.Bldg. Commissioner,Sheldon v. F. 2d118 835.
4 Commissioner,Estate v.Palcar Real Co. 131 F. 2d 210.
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the personal convenience,5serve creator’s or undisclosed
longso as that purpose equivalentis the ac­of business

tivity or is followed the ofby carrying byon business the
thecorporation, corporation separatea taxableremains

entity. Helvering,New Colonial 435,Co. v. 292 U. S.
Pont,Deputy du In442; 488,v. 308 U. S. 494. Burnet v.

Co.,Commonwealth Improvement this415,287 U. S.
appraisedCourt relation andcorporationthe between a

its sole stockholder and held taxable to acorporationthe
profit on a sale to its stockholder. This was because the
taxpayer had adopted corporate purposesthe form for
of own. advantages incorpora­his The choice of the of
tion business,to do it held, required acceptancewas the
of the tax disadvantages.

To recognizedthis rule there are exceptions. South­
Lowe,ern Corp.Co. v. 247 U. S. Oil330, andPacific Gulf

Lewellyn,v. 248 71, recognizedU. S. have been as such
exceptions but held to lay purposes.down no rule for tax

Helvering,New Colonial v. supra,Co. n. Burnet442, 5; v.
Co.,Commonwealth AImprovement 420.supra, 419,

particular legislative purpose, developmentsuch as the
of the marine,merchant whatever the forcorporate device

may callownership, disregardingfor the of the separate
entity, Commissioner, 849,Munson S. S. Line 2dv. 77 F.

may the necessity strikingas of down frauds on the tax
statute, Jones, InContinental Oil Co. v. 113 F. 2d 557.

relating revenue,ingeneral, matters to the the corporate
disregardedform may be where it a oris sham unreal.

In such the form is fic­situations a bald and mischievous
Smith,Higginstion. 473, 477-78; Gregoryv. 308 U. S. v.

Helvering, 293 U. S. 465.
petitioner corporationThe by Thompsonwas created

for advantage and had in-specialhis a function from its

5 Commissioner, 437; Commissioner,Watson v. 124 F. 2d Salmon v.
126 F. 2d 203.
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clearly Thompson’s alterAt time it notception. that was
Itnegligible.control it wasego his exercise of overand

ifseparate entitymuch as its stock had beenwas then as a
argument isoutright persons.to third Thetransferred

requiringthat force of the rulemade theby petitioner
the thatby Thomp-is avoided factseparateits treatment

was com-creating petitionerinto andson was coerced
merelythisto the creditors. Butpletely subservient

Newexistence.petitioner’s separateemphasizeserves to
Helvering, supra, necessity,441. BusinessColonial v.Co.

petitioner’smade creationcreditors,i. e., frompressure
Thompson.advantageous to

byheld themortgagesitsdischargedWhen petitioner
1933,inThompson in controlcreditor and cameinitial

existence, readydissolved, but continued itsit notwas
mortgagedagainItagain to his business interests.serve

discharged mortgage, portionsthat soldnewproperty,its
in and and filed income taxpropertyof 1934 1935its

petitionerIn 1934showingreturns these transactions.
unambiguous venture of itsin an business own—engaged

receivingproperty parking lot,its apartit a of asleased
facts, us,The it compela rental. seems tosubstantial

identitythe had tax dis-taxpayerconclusion that athe
tinct from its stockholder.

basicallywhat we think is thePetitioner advances same
urgesin Itargument identityof a different form. that

agentit is mere for its sole stockholder “thereforea and
consequences anythe tax follow as in thesame case of

agent fiduciary.” Therecorporate or was no actual con-
agency,tract of nor the usual incidents agencyof an rela-

theSurely mere of the existence oftionship. corpo-fact a
stockholders,one regardlessration with or several theof

activities, does make cor-corporation’s business not the
agentporation the of its stockholders. Therefore the

uponnotquestion agency depends legalof or the same
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identity dis-previouslyquestionthe ofas doesissues
Co.,ImprovementBurnet Commonwealthcussed. v.

419-20.418,supra,
Affirmed.

et al. v. UNITED STATES.MAYO

1,Argued April 16, 1943.1943. Decided JuneNo. 726.

Jr.,Millican,Messrs. Wm. C. Pierce and H. As-James
Attorneysistant Florida,General of with whom Messrs.
Watson,J. Tom Attorney Florida,General of and H. E.

Carter were on the brief, for appellants.

Assistant Attorney General Shea, with whom Solicitor
FahyGeneral Sidneyand Messrs. Kaplan,J. Martin Non

and S. Salant brief,were on the for the UnitedRichard
States.


