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T Cosnissionsrs Nurphy, Masdeff and Coalea
FROM:  Franeis X. Doylan, Sealor Atteraey

SUBJECT: gem Neffmen, Leo Noffman, end NilSon
Roftman~~Fersonsl Insons Taxes,
Artisle 16, for the year 1959

A hearing in this matter vas held before »e oa
June 9, 1965 at Bev York, New York, ZThe ors apposred
by Norris A. Kaplan, Esq., of Nev York, New Yerk aR
ascouztent, Milton K. Zaik, testified ia bekalf
taxpayers,

The question is vhether the gainm reseived by the
taxpayers by reason of & cenveyanse te them of resl preperty

in exehange for their shares in twe elosely held Q‘W/
r’gmum upon their disselutien, vas received [ 4
. |

Thore is 20 questien but that the desds vere dated
Jansary 1, 1960 and the prepesed deternimation helds that the
insone or gein was received in 1960 rather than 1999 and,
sssordingly, cansels the additiomal assesssents,

In the sase of Lia-Es Realty mrnun, the siawtes

of the eorporation's seeting oa Desender 1%, 1939 recssrded o

motion that the eorporation de disselved as of ’

1959 "under Section 333 of the Iaterasl Reveaws Code (one senth

disselution)”. There wvas evideatly a similar seeting and

Sreies 1Tt Speretion s s Sessiiet BiAitian $0 00 e
venue Jorporation s pene ™

exaniner records -»anl‘u wpon his exanimation ¢f She minutes
of that mmatlon at the ﬂn' that there wes a sepamate netien

that the corporatioa should de %ﬁ'udm 99
19%9¢ Fopert e 'J&g"’nﬁ the eerporatiens . ..s.-"'-‘{: ﬁ
F T e ber 3T ta ovtaln tos denetits, and stated
numlrtluotumnudmmmmﬂ&lmtm

liquidation should be effected in 1959, that the Staxpayers seuld
be held to this result,

It may be noted that the tax deamefits se vere ovi-
deatly those under the Iaterasl Revenus Cede, Sectien 333 and that
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thay vere not ieularly referadle to the year 1999, lNere
importantly, liquidation 1is a question of fast vhieh 12 Mot
deternined the anmouneed inteation of the eorperation and
would mot bDe subjeet to its stipulation.

The questioa wvhether the insome was received ia 1999
is to be deternined under the rule of lav oa that questien
ender Artiele 16.

A dividend, in kind, cannct be charged 2s inceme to
tazpayer uatil he separately or vwith those iaterested vith
hin reseives it or the ualinmited ecatrol of 18, PFupther, in
the case of real property transferred by deed, the insess
dates Lrom the date of delivery of the desd, -

Q ).”!anz). This is the genersl rule s o0n~
tro here, it is coneluded.

It is true that under state ineenme tax law ia seme
states, there is & doetrine of "eoastreetive receipt of divi-
dends”, usually iavoked, hovever, in csses vhere the Saxpayer
has n‘&un dividends available te hin uwpoa his compliance
with slight formalities and he lets the divideads 1ie for
tastical reasons. The corpersticas here, heovever, had %o
deliver deeds before the resl preperty besame svalladle te
the taxpayers. SNpra. See mstes 120 ALR
xm.uum,ﬁ‘n a0 insene Tax coassquenses %o
muudd oends ia kind™ $6 ALR 28 Wb, at peges

80y .

It 18, therefere, recommended that the deteraination
| »::u:nuﬁ; in unr‘am with the propesed determimatioa
] »

/s/ ERANCIS —

or Orney




The taxpayers, San Noffman, Leo Neffmen, and Miltea
Noffnen, haviag tiled applisaticns for vevisica or refusd of
mxmmmxmmmmmmm-
ally Cor the year 1939, and sueh appliceticns haviag been denied,
 and & hearing heviag been held at Bhe offices of the State Tax
Ceamissiea, 80 Centre Street, New Yosk, New York, oa June 9, 196§
betfere Freneis X. Beylan, Nearing 0f€iser, sad the Saxnpayers
haviag sppeired by Norris A. Xaplen, Beq. of New Yerk, Nev Yerk,
and Miltea E. 81k, C.P.A. haviag Deea present sad heviag testi-
fied 1a thelir Bahelf, snd the ressrd haviag beca duly emsnised
and osnsidered, | |

The State Tax Comnissien heredy finds that:

(1) 3y three motices of additicnsl assessmest, coeh
dated Jenvery 27, 1961 and avsbered 3833592, 3833993 and MEIISH,
the State Tax Ceamnissien sssessed net eapitsl gaia tex due ia the
snovat of 51,901.99 sgainst csch of the seversl Sexpayers, San
Heftusn, Leo Heffusn and Niltea Neffman. The thvee said taspayers
oash hold & ene-third iaterest 1a two resl preperty covperations,
the $h2-852 Livaala Avense Reslty Corporstica and the Lin-Bs
Reslty Cerporetion. 7The notices of additiens) nnnuut steted



that these cerperetisns were liguidated as of Desender 31, 1999,
sad that the taxpayers reslised geia therefren (ss computed ia
the metises of aéditicnsl assessesat) vhieh had set Deen repested
By the texpayers in their 1999 returas.
(2) Ny epplicaticas fer revisien oz vefusd, swera %o
the 2374 of Bebruary, 1961 the tazpayers severally ssserted that
the corperations were liquidated early ia 1960 sad that ti%le %o
the real preperty was transfesred Vo the several tampayers ia
1960, and net ia 19%9.
(3) Ia their returas tor the calendar year 1959, esch
dated April 18, 1960, the taxpayers had ot reperted say insome
or gain Cren the seid exshangs of their shares is the serperstions
for conveyanes: of resl preperty sade or to bo mede,
The taxpayers did duly report the imceme er gain wpea
the liquidation of said corporaticas ia their Federsl veturas fee
1960; and ia Sheir State returas for 1960 they alse, ia effest,
reported this insess or gaia, simse Novw Yerk adjusted gress Laseme,
ia sescrdanes vith provisiea of the Tax Lav (§601 ot seq.), was
‘mmumr.«nzdgm mnhuurm (exmeept tor
noditications mmu for W lav),
- (3) Asscrding to a traaseript of s meetiag of steskhelders
of the Lia-Rs Realty Corporation held Desesder 1Y, 1999, it wes
reselved that that corporation was to be disselved as of Desesder 3,
1959, the dissclution to de ome pursuast teo Sestica 333 of the |
Iaternal Revesve Code. | ' |
A sszperate resolutica ea Desesber 15, 1999 propesed o
“¢1sselstion and liguidatica of the $ha-852 Livests Avease Bealty

comnnu as of Desemder 31, 1999.
(5) The deeds astuslly eonveying the ml mm fyen
mmmumummmnum.uummm




Janvarzy 1y 1960,

(6) 1% ts feund thet the several tsupapers ia enchenge
for their shares ia the tve sald serperstions ia disseslviien yo-
esived sonvepanses of zesl prepesty, and that the seld Convayanses
vere uade 18 the yesr 1960, W docls encewted Jensasy 1, 1960,

Upea the foregsing faets and fistings et d11 the
ovitense Doveia the State Sux Gommission hevedy,

PEZERNINES:

(4) The gquestisa vhether Sazabdle gaia wes seseived W
the tazpayers ia 1999 er 1960, srisiag en the Sempeyers' Fetsras
for the year 1999 (vequived to Do filed oa or bafere Apeid 1§,
‘xmi.mmwmuuammmw
seturns Cor the csleader pesy 1999, ant aet My Avtiele 22 (ia
effest on and after April 18, 1960) vhieh geversed vetams Cov
the year 1960,

(3) Thet the Ssupayers in eushenging theis shaves of
steek 1ia She cerperetion upes 1%s éissclisiisa for 2esl peeperyy
muuw-.mmm»-mw,u'ww
mmmm).n'unmm,mwcmnm
peravast S¢ prevision of the Tax Lav (Seetien 399.1 of Anvisle M)
mwmwnmuMuummm;m
delivery ves nade on Juswsy 1, 1960, The sssessncat of gaia ia
1999 to the SaZPAFOrS VAS CFTORROUS.

Asserdingly, the seid sdéiticns]l ssesssmnats &ated
:mmmx.mmuummw.mw
ia tull.

Sty
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Bateds Albany, Bew Yok this 10th day of May » 1980,

STAIR TAX GOMMIaSION
/s/ JOSEPH H. MURPHY
/s/ A. BRUCE MANLEY
/s/ SAMUEL E. LEPLER



