
STATE OF NEW YORK
STATE TAX COMMISSION

In  the Mat ter  of  the Pet i t lon

o f

DAIIIEL E. NOONAT{ & PATRICIA A. NOOMN

For a Redeterminat ion of a Def ic iency or
a Revision of a Determinat ion or a Refund
of Gift Taxes
Taxes under Art icle(fr) 26-A of the
Tax Law for the ffi

Ouarter Ercled,Dgc€lnbqf a1.. 1q72-

State of  New York
County of AlbanX

Bruce Batchelor , belng duly sworn, depoaes and says that

ihe is an eurployee of the Department of Taxatlon and Flnance, over 18 yeare of

age, and that on the 1tg day of June , L9 ,71, flhe serived the withln

Notice of Decision by (certified) mail upon Daniel- E. Noonan &

P a t r i c i a A . N o o n a n ( @ t h e p e t 1 t l . o n e r l n t h e w l t h 1 n p r o c e e d 1 n g '

by enclosing a true copy thereof in a gecurely sealed postpald wrapper addreeeed

as follows: Irrfu. & Iulrs. Daniel E. Noonan
61 E. Chesire Place
Staten Island, New York

and by depositing same encl-osed in a postpaid properly addressed wrapper Ln a

(post of f ice or off lc iat  depository) under the excluslve care and custody of

the United Stares Postal  Service within the State of New York.

That cleponent further says that the said addreaeee ls the

*frgfiftq) petitioner herein and that the address set forth on sald wrapper ls the

last known address of the (ffi) petltioner.

Sworn to before me thls

AFFIDAVIT OF MAILING

rA-3 (2/76)



STATE QF NEW YORK
DEPARTMENT OF TAHTION AND FINANCE

TAX APPEALS BUREAU
S T A T E  C A M P U S

A L E A N Y ,  N . Y .  1 2 2 2 7

Jur ?, LW

AODRESS YOUR REPLY  TO

TELE'HoNE: rsrar ljfT-l|lllt

STATE TAX COMMISSION

r
llpo & [!ru. Drafuil !. ioonrn
61 E* 0hcrlrc Hl,rqr
Ittctm frlrrl{r tilil tott

Dcrl. llF. & ltr. lkmtr

Please take notice of the hddm
of the State Tax Cornrnission enclosed herewith.

wlll be refemed to the proper par

?lease take further notice that pursuant to
Section(g! ltrttbl of the Tax Lgw, any
proceeding in court't6 revieeil an adverse deci-
sion must be conunenced within I mthr
f rom the  da te  o f  th is  no t ice .  

- '

Inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or eoncerning any other matter relatlve
hereto rnay be addressed to the unde They

v-

Enc. fir
Onfilru

Taxing Bureauts Representative:

rA-1 .  12  (L /7  6 )



STATE OF NETI YORK

STATE TAX COMMISSION

In the Matter of the Petition

of

DANIEL E. NOONAI{ and
PATRICIA A. NOONAN

for a Redetermination of a Deficiency
or for Refund of Gift Taxes under
Article 26-A of the Tax Law for the
Quarter Ended December 31, 1972.

DECISION

Petit ioners, Daniel- E. Noonan and Patricia A. Noonan,

residing at 61 E. Chesire Place, Staten Island, New York,

have fi led an application for a redetermination of a deficiency

or for refr:nd of gift taxes under Article 26-A of the Tax Law

for the quarter ended Decesrber 31, L972. (Fi1e No. 00619, 00620).

A formal hearing was held before Paul- B. Coburn, Esq., I learing

Officer , dt the offices of the State Tax Commission, Trso trrlorld
I

Tradd tienter, New York, New York, Room 65-31, oo November 3,

L976, &t 10:45 A.M. Pet i t ioner,  Daniel-  E.  Noonan, appeared

pro se, and for his wife, Patricia A. Noonan. TLre Miscellaneous

Tax Bureau appeared by Peter J. Crotty, Esq. (Irwin Levy, Esq.

o f  counse l ) .

ISSIIE

trrlhether a gift of stock of minority interest of a closely

held corporation was properly valuated under Article 26-A of the
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Tax Law uti l izing a basis of average earnings capitalized

at 10% w'ith a 15% discount allowed for lack of marketability

for minority interest, rather than liniting such value to

book value as agreed by the parties?

FINDINGS OF FACT

1. Statements of aud.it changes was fi led against both

petit ioners, Daniel and Patricia Noonan, dated T{arch 24, L975,

by the Miscellaneous Tax Bureau, show"ing an adjusted taxable

g i f r  o f  co rpora re  s tock  f rom $6 ,305 .82  ro  $22 ,009 .05 ,  w i rh  an

additional tax due of $235.55 against each taxpayer. This was

based upon valuating the average earnings of the corporation over

a three year period, capital-ized at L0%, with a 15% discount

for minority interest lack of marketabil ity.

2. Notices of deficiency against both petit ioner-taxpayers

were f i led on August 22, 1975, showing a def ic iency of  $235.55

respectively, w"ith interest due respectively of $44.43, for a

total  def ic iency respect ively of  $279.95.

3. A New York State Resident Quarterly Gift Tax Return

for the quarter ended December 31, L972 had been filed by both

petitioner-taxpayers, sholring an original valuation of taxable

gi f ts for  the subject  per iod as $6,305.82, wi th a tax paid

respectively in the amotnt of $94.59.
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4. Each petit ioner fi led a petit ion for redetermination

of deficiency or for refund of tax on the transfer of property

by gift r.rnder ArEicLe 26-A for the quarter ended December 31,

L972 .

5. PetiLioner submitted a stockholderst agreement for

the subject  corporat ion,  Daniel  E.  Noonan, Inc. ,  dated July 6,

Lg72, with a supplementary agreement dated November 27, Lg72,

which agreements encompassed the sale of corporate stock as

a first offer to the corporation at book value by any holder

thereof.

CO\IGL-USIONS OF I.Atr{

A. That the book value of stock

tion does not necessari ly reflect i ts

Miscell-aneous Tax Bureau is not bound

such stoek by private part ies.

in a closely held corpora-

true value, and the

by valuations placed upon

B. Ttrat the method of valuation utiLLzed by the Miscell-aneous

Tax Bureau, using as a basis the average earnings over a three-

year period, capitalized at L0%, with a L5% discount factor for

lack of marketabil ity of minority interest, was reasonable and

proPer under the guiding principles of the Federal Gift Tax Law

CI .R.C.  $e"c t ion  25L2,  L047;  Kraus  v .  U .S. . ,  140 F .2d  510;  Cenr ra l

l rus t  Co.  v .  I l . t . ,  305 F.2d 393) .  Per i r ioners have fa i l_ed ro



sustain their burden to

erroneous, and that the

U.  S .  ,  supra .
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show that the method

method they used was

of valuation

proper Kraus

\,fas

v .

C. That accordingl-y, in all respects the petit ions for

redetermination of a deficiency are denied.

DATED: Albany, New York

June 7, L977

COMyII$SIONER

COI,IMISSION


