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purchase; perhaps the amount is $35,000. He asks the
dealer to bill a certain school or college for perhaps one- WXP OSt FE B 2 3 1975
fifth of the items, but at the full purchase price of the : :
collection. He then advises the school that he has located y
several items he knows the library would like to own.
He would like to buy them for the institution, even though.
the price is admittedly high. He has, therefore, asked the _
dealer to send them to the school, but he is sending his
personal check to the school so that they can pay the Bill."
Now what has happened in this literary version of the e
union “sweetheart contract”? The collector gets a tax : i
deduction for the entire amount of his purchase and ends . ® 9 ~
up with 80 per cent of the items in his own collection. lxan S
The school is the innocent “dupe,” though a knowledge- R
able libfarian or curator might suspect something was
wrohg by virtue of the high price of the items received.
The collector and the dealer, however, are not innocent
individuals trapped in a maze of tax law; on the contrary,

e
they are highly sophisticated sharpies who are trying to €V r
defraud the government. l)-p a l 2 5

Congress has passed certain laws affecting the col-
lector and the institution. These laws are designed to
encourage the collector to give. materials to institu-
tions so that they may be studied by the many instead

of the few and'so that the collector may receive some ‘ ¥ B o
~ financial benefit from_ his generosity. Congress never n e ‘ :
intended that the main motive for the gift would be ¥ » . .

tax avoidance,

‘
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NOW IT SO happens, in the actual operation of this
section of the Internal Revenue Act, that there are By Ralph G. Newman
occasions when a donor of hooks, manuscripts, paint-
ings, securities, or real estate may actually profit by
making a gift to an educational, religious, or charita-
ble institution or organization. But we must assume
that this is an accident—the donor, when he bought
or created the book, manuscript, painting, stock, or )
building, did not plan ultimately to make a gift on
which he would realize a profit. It merely happened, ; /
and one day he found himself the possessor of mate- ' ‘
rials worth much more than his cost.
. = RS Sy

.
!

RIS R

The author, a Chicago documents appraiser, was in-
dicted last week on charges of conspiring to illegally
backdate former President Nixom’s 1970 gift of some

- public papers to the government. This article originated
in the mid-1960s as ¢ speech Newman delivered to the
Manuscript Society and was first published in the society’s
magazine, Manuscripts. Another version, from which this
-is excerpted, then appeared.in the June, 1966, issue of
American Heritage magazine under the title “Appraisals
and Revenooers.”

I AM WRITING about a subject which in the past has
not ordinarily been discussed in public, but the time
has come for a public airing of it. Many librarians,
collectors, curators, and dealers are called upon in the
normal course of day-to-day activities to place a value
on a letter, a manuscript, or a book, or on a collection of
such items. And on occasion they are required to pre-
pare a document to satisfy the whims of Internal Reve-
nue Service examiners, o

This is simply “appraising,” hut of late the word seems
to indicate to many not the science of placing a true, cur-
rent, acceptable value onr an object, but part of a complex
game of wits whose ultimate objective is to confuse,
batfle, or outwit one or several exceedingly curious in-
dividuals in the Treasury Department, I shall cite a few
dangerous examples.

John Smith has a collection of papers. Let us say they
are his own, accumulated during seven less-than-earth-
shaking months as ambassador to Mali and consisting in.
the main of carbons of letters to his political sponsor
asking him, “For heaven’s sake, get me out of this place!”
He arranges for a friendly institution to buy a fraction
(probably 5 per cent) of his collection for $5,000 (and
chances are that he donates the $5,000 to the institution).
The following year he donates the balance—95 per cent—
of his collection to the institution and takes as his tax
deduction 19 times" $5,000, or $95,000. This may seem . -
legitimate, but in actuality it is fraud perpetrated

United Press International by the donor and a friendly official of the institution.
he author, Ralph G. Newman, who appraised former President Another example: The benefactor goes to his favorite
Nixon’s papers. and very friendly bookseller and makes a very sizable
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APPRAISALS From Page Bl :

H1s income. bracket made 1t possible for hlm to make -
. a.gift and actually-be ahead in dollars because he had ..
" made the gift. In the case of the securities or real ..
. estate, he. could, if he chose, have.converted these
. items into cash, taken his profit, and paid his. capltal -

gains tax—he would still.have been ahead of the game

_ But could he really have done this with his. manu-

%
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scripts, boolks, or paintings? Perhaps That’s.. the big,

‘question the government asks and the, appralser must

answer. He is required to state a flgure that represents B

" . -the price at-which the object can be sold at the time -
- of the appraisal or. at. the time of the glft And he must i
-~ be prepared to prove hlS case. o

What - should:- the  would-be donor do He should
consult a‘capable tax attorney or accountant and use

© the services of competerit appralsers

‘What should a donor expect from an appralser? HiS

"7 appraisal document should fully describe the - gift. and-

should be interpretive. The document: - can note the

- collecting, historical, -and ‘library value of the items

- involved and indicate -the basrs upon which a valua-
- tion has been estabhshed :

Prospective don01s w111 be well- adv1sed not to faH"v1

tim to some of the f01k101e ‘of the gift- app1a15a1 f,leld Ex-

i ample One: “It’s none of. the government’s busmess ‘Where

~ collecting world.
- logues,
*-often. employ knowledgeable consultants.

" in appralsal

. or when an item was. acqulred the only concern is the

‘appraised value at time of the gift.”
. ment can, and. often - will, ask where one purchased :an
. item and how 1ong one has had it, and can- ask to see the i
orlgmal inyoice. iy

Wrong. The govern-

Example Two: “Nine. times out ‘of 10 the feﬁeral ex-

".. aminer is baffled By the whole business and passes it be-
~cause he can’t figure it out.” Wrong again. Seme of ‘the -

valuation. men-do know .some of the fundamentals of the
“Book Prices* Currént,” and other guides, - and,

Sometimes, unfmtunately, there is a double standard

‘They may qtlestxon the amount

“-all"three in his quest.

‘They are.familiar with auction cata--

Sen, “X” makes a gift of his papers to the:’
Library of’ Congless and clalms a deduction on.his:tax .
" return. His return is audlted and passed. His’ reglonal_ i
7 IRS office accepts the p1mc1ple of his gift and- agrees that ‘
< his papers. have value.
of the valuation and there’ niay be an. adjustment, but in

A4 g

:=the main, the donm and the govcrnmental agency are in
-agleement

- “Thomas: Z,” an author, mnkes :a- glft of 1115 papers to

‘his -alma mater and files .a.tax return from: his home. In
-his distriet, the regional office takes the -position .either .
-‘that-(a)-the papers have no.value whatseever-or (b)-they
- . will accept a valuation only if “Z” c¢an-prove-that other .
- papers of his have been-seld; that sale wilk be‘used.as the

guide.-’ Ewen if- thé:author is-famous, if- Wy chanee. no

- “manuscript of his "has ever beenhoffered for sale, the
z.'government would ;refuse -to: accept any- valuationt Of
: 7 course, that seems preposterous; yet it ‘has: Happened-and

is happemng now. . .

HUS FAR, Perhaps,-T have devoted tcm ‘muéh- space
to. dlSCUSSInvO money, ‘and: that is of httle ju_ltrmate
concern. Collecting’is”a ndble pursuit. telli

' "11 i§ stlmulatmg‘, it ‘brings benéfits to many. * The com-

pleée collector is not a grublry individual® hotfy in pursmt

" of a tax benefit or an honora’ry devree hé fs & remark-
ably“well-rounded individual whose’ knowle&ffe 1nstmct

courage, and persistence all aid him in the hunt for the
iv the mysterious, the almost unavailable, the unbe-
167 He™ has knowledge dnd energy==althongh some

<_money doesn’t hurt, either—and he generously expends B
He spends his money willingly, - -+

because hé believes that what he receives for his cash is -

worth it-=not primarily in dollars and cents, but Lp an - "
. intimacy. w1th the greatness of the past.

I share ‘with most persons who have a genuine affeetlon
for: the prmtecl or written word the sense of uneasiness

B that comés from heaung dealers, collectors, and 1ﬁst1tu

_tion officials’ di§éfiss an item as an investment in the same
. _sense one would discuss a stock. When you buy a’book
~n0r an auto.:,raphn *you invest in incredible ad'Venture, ex-

gxtement and- ‘mystery. Where else can you spend your

money so_wisely?:- *
Spend 1t ‘then—=wisely, freely, foolishly, Carefully-—u’ )

your money. But-don’t try to make it back at the expense:

of our uncle in Washmgton For I assure you that there

isn’t" any’ dodgé-that some sharp mind in the Infernal *
" Revenue Service hasn’t heard about.

that. some people hdven’t gotten away with it.

This ‘doesn’t mean =~
But the
. day of reckomng is drawing closer; when 1t'comes, all of
s, the calewlating and naive, the bad an the goodl will
_ be aeked to pay the p11ce i



