
© 2025 SCOTUSreports.com. All rights reserved. | 1

Adolph Coors Co. v. Commissioner, 62 T. C. 7 (1974)

The Tax Court has the authority to approve an irrevocable letter of credit as a surety
for a bond to stay assessment and collection of tax deficiencies.

Summary

In Adolph Coors Co. v. Commissioner, the Tax Court approved an irrevocable letter
of credit from the First National Bank of Denver as a surety for a bond to stay the
assessment and collection of tax deficiencies amounting to $4,769,774. 40 for the
years 1965 and 1966. The court’s decision was based on the unconditional nature of
the bank’s obligation and its financial stability. This case established that the Tax
Court  has  the  authority  to  approve  such  sureties,  distinguishing  it  from cases
involving bond amounts or collateral in lieu of surety.

Facts

On March 28,  1974,  the Tax Court  determined income tax deficiencies  against
Adolph Coors Co. for the years 1965 and 1966, totaling $4,769,774. 40. To appeal
this decision to the United States Court of Appeals for the Tenth Circuit, Coors
needed to file a bond by June 26, 1974. Coors proposed a bond secured by an
irrevocable  letter  of  credit  from  the  First  National  Bank  of  Denver,  which
unconditionally guaranteed payment of the deficiencies plus statutory interest upon
the final decision by the Tenth Circuit.

Procedural History

The Tax Court initially determined the tax deficiencies. Coors sought to appeal to
the Tenth Circuit and requested the Tax Court to approve a bond secured by an
irrevocable letter of credit. The Tax Court held an oral argument on May 22, 1974,
and subsequently issued its decision approving the proposed surety.

Issue(s)

1. Whether the Tax Court has the authority to approve an irrevocable letter of credit
as a surety for a bond under section 7485(a)(1) of the Internal Revenue Code.

Holding

1. Yes, because section 7485(a)(1) explicitly grants the Tax Court the authority to
approve the surety for a bond, and the court found the irrevocable letter of credit
from the First National Bank of Denver to be adequate.

Court’s Reasoning

The  court’s  decision  hinged  on  the  interpretation  of  section  7485(a)(1)  of  the
Internal Revenue Code, which requires a bond with surety approved by the Tax
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Court to stay assessment and collection of tax deficiencies. The court emphasized
that it had the authority to approve or disapprove the surety. In this case, the court
found the irrevocable letter of credit adequate due to the unconditional promise to
pay any liability finally determined and the financial stability of the First National
Bank  of  Denver.  The  court  distinguished  this  case  from others  involving  bond
amounts or collateral in lieu of surety, such as Barnes Theatre Ticket Service, Inc.
and Estate of Hennan Kahn, which did not address the approval of a surety.

Practical Implications

This  decision  expands  the  options  available  to  taxpayers  seeking  to  stay  the
assessment and collection of tax deficiencies during an appeal. It clarifies that an
irrevocable letter of credit can be an acceptable form of surety, provided it meets
the court’s standards for adequacy. This ruling may influence how taxpayers and
their  legal  representatives  approach  bond  requirements  in  future  tax  disputes,
potentially  leading  to  increased  use  of  letters  of  credit  as  a  surety.  It  also
underscores the Tax Court’s discretion in approving sureties, which may impact how
similar cases are analyzed in terms of bond adequacy and financial stability of the
surety provider.


