Hirshfield v. Commissioner, 64 T. C. 103 (1975)

A corporation must liquidate before January 1, 1966, to avoid personal holding
company tax under the Revenue Act of 1964.

Summary

In Hirshfield v. Commissioner, the Tax Court held that corporations must liquidate
before January 1, 1966, to avoid taxation as personal holding companies under the
Revenue Act of 1964. The petitioners, as transferees of Jacrob Realty Corp. and
Anco, Inc. , were liable for tax deficiencies because their transferor corporations did
not liquidate until after the specified date. The court distinguished between
corporate and shareholder relief provisions, emphasizing that only the former
required liquidation before January 1, 1966. This decision underscores the
importance of adhering to statutory deadlines for tax planning and corporate
liquidation.

Facts

Jack Hirshfield and Robert L. Hirshfield were equal shareholders in Jacrob Realty
Corp. and Anco, Inc. The Revenue Act of 1964 expanded the definition of personal
holding companies, subjecting many corporations to new tax provisions. To avoid
these provisions, corporations needed to liquidate before January 1, 1966. Jacrob
and Anco resolved to liquidate on November 30, 1966, and filed liquidation forms on
December 1, 1966, distributing all assets and liabilities to the shareholders. The
corporations were subsequently dissolved under state laws.

Procedural History

The Commissioner of Internal Revenue determined deficiencies in the income tax of
Jacrob and Anco for various periods in 1965 and 1966. The petitioners, as
transferees, conceded their status but contested the deficiencies. The case was
heard by the United States Tax Court, which ruled on the sole issue of the required
liquidation date to avoid personal holding company tax.

Issue(s)

1. Whether a corporation must liquidate before January 1, 1966, to avoid taxation as
a personal holding company under the Revenue Act of 19647

Holding

1. Yes, because the Revenue Act of 1964 explicitly required corporations to liquidate
before January 1, 1966, to avoid personal holding company tax. Jacrob and Anco
liquidated after this date, thus subjecting them to the tax.

Court’s Reasoning
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The court relied on section 225(h)(1) of the Revenue Act of 1964, which stated that
the new personal holding company provisions would not apply if a corporation
liquidated before January 1, 1966. The court emphasized the clear language of the
statute and rejected the petitioners’ argument that the deadline should be extended
to January 1, 1967, as that extension applied only to shareholder relief under section
225(g). The court noted that the corporate relief provision in section 225(h) was
designed to exempt the corporation from personal holding company tax, whereas
section 225(g) provided relief to shareholders upon liquidation. The court’s decision
was based on the unambiguous statutory text and the legislative history, which
showed no intent to extend the corporate relief deadline.

Practical Implications

This decision underscores the importance of adhering to statutory deadlines in tax
planning. Corporations and their advisors must carefully monitor and comply with
such deadlines to avoid unintended tax consequences. The ruling clarifies the
distinction between corporate and shareholder relief under the Revenue Act of 1964,
guiding future tax planning strategies. It also serves as a reminder that legislative
history and statutory text must be carefully reviewed to understand the scope and
application of tax relief provisions. Subsequent cases involving similar issues have
relied on this decision to uphold the strict interpretation of statutory deadlines for
tax relief.
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