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¥illias Puarlstone, the taxpayer herein, having £110d &
petition for redeternination of & deficiency or fer refund of
pevsonal incons taxes under Articls 22 of the Pax law for the year
1962, and & hearing having demn held in conmection Shewwwith a¢ the
office of the State Tax Commission, 80 Gentre Strees, New York,

Bew York on Novesber 18, 1966 dbefure Francis V. Dow, learing Offieey
of the Departaent of Tanstion and Finance, a$ vhich heaving the
taxpayer's yepresmtative sppanved and testified, and the recerd
having been duly exasined and considered,

he Btate Tax Commission heveby findes

(1) That the taxpayer filed a residemt New York faeous 9ax
retam for the year 1968 in which he yeporied Pedere) adjwsted grees
incoms of §11,003.16; that he detucted from his Pedevel adjusted gress
incone §1,403.71, his share of undistriduted tanmble incous frem
Noa-Rose Brug Company, Ine., in eouputing his New York sdjweted grese
insone,

(2) That & notice of defietency and & statenmnt of awlls
shangee were issued for the year 1962 on July 12, 1965 (File No.
2-7906770) whieh deternined additional incoms dax and interess &ue in
the sun of $82.40 on the basis that undistriduted profis for & Bube
ptar 8 eorporation 4s not & proper dedustion from Pederal adjusted
EYO8s inoone.,



(3) That the Wu-Rose Drug Company, Tns. had elested S0
be subject to the provisions of Chapter 1, Subchapter 8, sestions
1371 through 1377 of the Internal Revenus Code, which election was
in effect for the year 1960 whieh resulted in the inslusion of
undistriduted taxable insome in the Federal and New York State
sdjunted gross income of the sharsholders.

(3) Thas the saxpaysr eontended thats the legislature éid
not intend resident taxpayers %o be taxed on Sheir shere of undistri-
vuted taxable incoms of corporations meking &n sleetion wnder Subehapler
8 of the Internal Nevenue Oode, and that the interpretation of the
Bow Yorx Tex 1aw which subjects such incoms $0 personal ineome $ax is
unconstitutional, cenfiscatory, arbitrary and results in & duplication
of tax. '

Based upon the foregoing findings and all of the evidemse
presented herein, the State Tax Commisdion heredy

DECIDES s

() That she saxpayer's share o andistriduted taxadle
ineome of the Wu-Rose Drug Cowpdny, Ine. was PArs of the SaNpayer's
Pederal adjusted gross incoms; that New York State perscnsl incese tax
was properly imposed on such income, pursusnt o sestion 612 of the
Tax Iaw, since such section provides shat the New York adjusted gross
incons of & wvesident individual means his Peders)l aijustied gross incouns,
as defined in the laws of the United States for the Saxable yesr,; with
the modifications specified in that section; that seetion 61 of the
Tax Lav Goes not provide for any wodifications peraitiing & subtraction
of sush income from the Saxpayer's Pederal adjusted gross incene in
computing his New York adjusted gvoss incoms; thet section 61 of the
Tax Law was enacted in sccerdsncs with the provisions of Artiele IXI,
seztion £2 of the New York BState Comstitution whioh provides thas the
Legislature, in any law imposing & Sax on incows, may define the iasome
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on vhich the Sax 45 ANposed by Yeference 40 any prOvisien of the
Laws of $he United Staten; that the iaposition of tax on sush inseme
Soes not viclsts any proviston of the New York State Censtitutien.
(3) Thet the metioe of deficiency and She SEANeEINS of
and the SAIPeyer's petition for redeternisstion or refund of the
Seficiency for the yeer 1962 e snd the sane 18 Dewely enied.

BATED: Albany, Bow York en Shis soday of -0 s 3968,

/s/ JOSEPH H, MURPHY

W
P it

/s/ SAMUEL E. LEPLER
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Wiilias Pearistone, the Saxpirer herein, having filed
22 of the Tax lLaw for the year 1960, and & hearing having been held
thﬁnN#ﬂ“dﬁOM”m
80 Centre Strest, New York, New York on Novesber 18, 1966 defere
Frencis V. Dow, Rearing Offieer of the Dupartment of Teamstion and
 Pinance, 8t which hearing the tanpeyer's representative appeared
um,mmmmmmmmm,

Tas State Pax Coumission heveby findes
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Ansone of $10,803.17; that he dedusted from his Pedersl adjusted gress
inoems §3,108.90, his share of wndistriduted Samsble incows frew
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(2) Thas an sscossmmt was 1asusd for the year 1960 en
August 21, 1961 (Assessnent No. B 9T6818) whieh ascesend additismal
insone Sax dus in the amowns of §66.56 on the banis Gt the New Yook
Tex Law eontaing no provision for modification of Federal adfusted
GVess intene in computing New York adjusted grees insewe by defueting
therefron undistriduted profiss frew & corporution whish slested ot
““thMMﬁWI;M‘ﬂ
the Internal Revenue Code.
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{3) That the Nu-Rose Drug Gespany, Ine. had elested $o
be subjeet to the provisions of Shapter 1, Swhchapter 3, Sestiens
1371 through 137T of the Internal Revenus Oods, Whleh @lection wae
in effest for the year 1960 which resulted in the inslusion of
 undtstributed taxadbls income in the Pederal and New York State
adjusted gross incoms of the shareholders,

{8) That the tanpayer contended that the legislature #14
not intend resident taxpayers to be taxed on their share of wnidtstri«
buted tanable ineome of corporations making en slection undey Subshapter
8 of the Intermal Revenus Code, and that She interpretation of e
New York Tex Law whish subjects such income to paresnsl ineens tax is
unsonstitutional, confiseatory, srvitrary and resulss in a dwlieation
of tax.

Based wpon the foreguing findings snd All of the evidence
preasanted herein, the State Tax Commission heredy '

DETERNINES:

(A) That the taxpayer's share of udistriduted tanadle
ineons of the Bu-Bose Dyug Cowpany, Inc. was part of the npayeods
Pederal sdjusiad gross income; that New York State paresnsl insome tax
was properly imposed on such incoss, pursuant $o sestion 612 of $he
Tax Law, sinoe such Seotion provides that the New York sdjuseed gress
incose of & resident individuel seans his Pedevel adjusted groes Lnevee,
88 defined in the laws of the United S%ates for the taxable year, with
the modifications specified in that section; that section €12 of the
Tax Law doss not provide for any sodifications peraitting & subtmaetion
of such incons from the taxpayer's Pedersl adjusted gress inoews in
conputing his New York adjusted gross incoms) that section 612 of the
Tax Law was enacted in aecordence with the provisiens of Arsiele IRI,
section 22 of the New York State Constitution whish provides that the
Iagisiature, in any law fwposing & tax on incons, may define the incowe
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on which the tax is 1mposed by yeference te say provisiem of the
1aws of the United States; thet the imposition of tax on such SReeme
doss not violate say provision of the New York State Oenetitution,

(B) That the asssssment for the year 1960 (Assessment Be.
B 916818) ts affireed; that such assessment together with interess
and othey sAatutory charges 1s correst and does not inelude any ex
o o\her charges whieh sre not lewfully dus and owing; Shas the
taxpayerts appliication for revision with respest ¢o the assessmmmt
be and the seme 1¢ heredy dented.

RATED: Albany, Bew York on this 5>  day of Avrit 5 1988
STATE TAX OONNISSION

/s/ JOSEPH H., MIRPHY
/s/ A. BRUCE MAMNLEY

/s/ SAMUEL E, LEPLER




