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STATE OF IIEI{ YORK
STATE TAX CO}I}IISSION

In the ldatter of the Petltlon

of

CECIT G. & FREDA NA!{fiAY
AFFII}AVIT OT HAII,ilC
OF'NOIICE OF DECISIOT
BY (CERTTFTED) HArr,

For a Redetermlnatlon of a Deflclerr"y o"'
a Reftnd of PensonaL lncome 3
laxee under Articfe(d 22 of the
Tax Iaw for the (Vear(r) 1960 :

State of llen York
Cotrnty of Albany

Mangaret Wood r bel.ng duly eworn, depoaes and aayr that

she is an employee of the llepartnertr of Taxatlon and Fl.nancel ovcr 18 years of

agel ard that on the 10tb day of llancb , L97O, she cervcd the wlthh

llotice of Ileciglon $nnffil$rh) by (ccrtlffed) nall upon Cecil O. &

Freda Ramsay rd the petttl.oner ln the rltbtn

lxoeeedingr by encloel.ng a true copy thoreof Ln a seeurely sealed p,ootpatd

nrapper addressed as follors: Cecll G. & Fneda Ramsay
1415 Keyes Avenue
SchenectadX, l{ew Yonk

and by depoalttng eme encLosed Ln a poatpaLd properly addressed rrapper ln a

(post offlce or offlcial. deposttory) under the excluslve care and cuttedy of

the llnlted States Post Offtce Departcnt wlthln the State of lfar York.

fitat deponent fiuther Bays that the sald addreasee te the (rqmemr0drr

af) petftloner hereln and that the address eet forth on sal.d rrapper lc the lact

knom address of the (rrfmcmaOmlffitirr) petltloner.

Snora to before ne thl.s

(n'r- h
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I STATE OP I{EW YORK
STATE TAX CO}IHISSION

In thc Matter of the Petltl.on
t

of
:

CECIL G. & FREDA RAMSAY
t

For a Redetermination of a tleflciency or
a Refrnd of PersonaL lncome 3
Taxee under ArttcJ.e(r) ZZ of the
Tax law for the (Year(r) 1960 3

Arrllnvn 0f llaltlre
OF NMICE OT DECISIOX
BY (CERTTTTED) t{ArL

State of Hew York
County of Albany

Manganet Wood r belng duly ewornr depoaes and eayo that

she is an empl.oyee of the llepartnent of Taxatlon and Fl.nancer over 18 yeara of

ager and that on the l0th day of Marctr r 1970 I she ccrvcd the wlthln

llo'tice of IlecisLon @) by (certlfied) nalI upon Joseph

Cohen,  C.  P .  A , (retrrreeentatl.ve of) the petl.tloncr tn the rlthln

lxoceeding; by enclosl.ng a true copy thcreof ln a eecurely eealed lnotpatd

wrapper addressed as follors: Joseph Cohen, C.P.A.
1026 State Street
Schenectady, New York

and by depoctting sme enclosed in a poctpal.d properly addressed rrapper Ln. a

(poet offlce or offlclal. deposttory) under the excluglve care and cractedy of

the llnlted States Post Offlce Deparlnent withln the $tate of tlcn York.

Ttrat <leponent ftrrther Bays that the eald addreasce le the (repreeentatlve

of) petttl.oner herel.n and that the addrcas eet forth on sal.d rrappcr 1r the Lact

known address of the (relreeentatLve of the) pctltloner.

Sworn to before ne thl.g

Marah



STATE

STATE

OT NEW YORK

rAX COMMISSION

IN THE MATTER OT TITE PEf,ITIONS

0r

CECIT G. AiTD FREDA NAMSEY

rOR A REDEf,ERMINATTON OT A DETICIENCY
0R ICIR REFUIID 0r PERSONAL INCOME TAIC0S i
UNDER ARTICTE 22 OF TIIE TAX LAW FOR TI{E
YEAR t960 z

DECISIO$

Cecl! G. and Freda Ramsey, the petitioners herein, havlng

flled petltlons for a redetermlnatlon of a deflclency or for refund

of, personsl lncone taxes under Artlcle 22 of the Tax taw for the

year 1960, and a hearlng havlng been hel-d at the offlces of the

state Tax connlsslon, state campus, Albanl,  Neu yorkr ort  June a,

L965, before Francls X. Boylano HearLng Off lcer, and the petl t ioners

havlng been represented by Joseph cohen, c. P. 4.,  of scheneetady,

Neu York, and the record having been duly exanlned and conslderef,,

The State Tax Comnission hereby flnds that, 
'

( t)  Bv notlces of addlt lonal assessmento Nos. 8986t+Bb and

89861+85, both dated october 4 t Lg6L, the Departnent of Taxatlon and

Flnence dlsallowed a n:odlf,lcatlon nade by taxpayers in thelr Nev york

eonblned separate persona!. lncome tax returns as resldents for the

year 1950n whereb.v the taxpayers subtracted the respectlve anounts of

$tro73.?5 and $to5l+0.a8 fron the amount of the federal aclJusted gross

lneome brought over to thelr New York State tax returns. In thelr

related federal jolnt lnconne tax return for 1960, they had reported

the f ,ederal adjusted gross incone at $24r 2O7.38, and thls anount uas

brought over to the Neri,r York returns ln the sane totalo but in the

several asounts of Sf8 tgZ?,73 for the husband and #SrZ7g.55 fat the

wlfeo before the tr.ro subtractlons whtch lrere dlsallor^red. On dlsatl,owlng
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the subtract ions, the Department made addlt lonaL assessments ln the

amount of #96.61+ agalnst CeclL Rarnsey, and $55.116 agalnst Freda

Ramsey.

(2) Taxpayers hel-d shares ln two Bri t lsh eorporat lons and

as a requlred condit lon of thelr taklng a federal- tax credlt  for

foreign lncome taxes paid to the United Klngdon, the petltloners,

in their federal returno had reported certaln t t taxes approprlaterr

to the divldends, r,thich taxes r,rere prepald by the corporatlons,

together ulth the dlvldends actual ly recelvedr 8s lncome fron

dlvidends. The tax credit  rras al l-owed pursuant to a 191+6 Conventlon

or treaty wlth the Untted Kingdom, as anended, whlch 1n effect

st ipulated that the sald prepald taxes uere to be regarded for the

purpose of the federal tax credlt  as havlng been pald by the

shareholders. As of 1960, the relevant provlslon readl

rr.Article XIII

t ' ( I )  Sub ject  to Sect lons 901- to 905 of  the
Unlted States Interna! Revenue Code as ln ef fect
on the lst  day of  Januar.ve L956, Uni ted Klngdon tax
sherL be al lor led as a credi t  agalnst  unl ted States
tax .  For  th ls  purpose l

" (a )  The rec lp len t  o f  a  d iv ldend pa ld  bv  a  corpo-
ratlon whlch ts a resldent of the Unlted Kingdon
shall be deemed to have pald the Unlted Klngdon
tax  appropr la te  to  such d iv tdends ;  and

tt(b) The recipient of  any royal ty i  .  .  .

r r i f  the reclptent of  a dlv ldend or royal ty or other
amount r  o$  the  case may be ,  e lec ts  to  lnc lude ln
hls gross lneome for the pulposes of  Unl ted States
tax the amount of such United Kingdoro lncome tax.rt

Consequent ly,  for  purposes of  the federel  credl t  procedure,

the anount of  the prepald texes const l tuted at  once an expendl ture

for taxes nade by the pet l t ioners and a reciprocal  recelpt  of

addltlonal lncone ln the same amount by themr 8s lf the corporatlon

had paid the petl-t loners the amount of the taxes and the petlt ioners

had then pald the taxes.
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(3) For other federal lncome tax purposes unrelated to

thls federal tax credit  pursuant to the treatyo the prepald taxes

on the divldends would not have been regarded as havlng been pald

by the petltloners under governlng case Law, but as pald bl the

eorporatlons ln thelr oun behalf, and thls annount wouLd not have

consti tuted either an expendlture by the petl t loners or a recelpt

of thls amount; and had petltloners el-ected not to claln the credlt

taken pursuant to the treatyn they Lar^rful ly but with less f lnanclal

advantage on thelr federal- return could have reported (under InternaL

Revenue Code Sectlon 862(a)) only the actual dlvldends fecelvedn not

lneludlng the prepald taxes approprlate to then; and then the federal

adiusted gf,oss lncome f igure, l rhlch ls to be brought over to the

$tate return, r lould have been l ,ess by the anount of such taxes, and,

no federal deductlon of taxes or any deduetlon havlng been taken,

r"rould have remalned so after all requlred New York modlfleatlons.

The taxpayers attenpted to brlng about thls result  by

subtract ing fron the aggregate amount of the federal gross lneome

flgure brought over, the amounts stated ( in paragraph (f)  above),

equal to the emount of the prepald taxes, $2161l+.03, attr tbuted

to them 1n the federal edJusted gross lncome f lgure as such eddl-

t lonaL receipt of dlvldend lncone. Thls asserted nodif leet lon, as

has been stated ln paragraph (t)  above, l ras dlsal.Lowed.

Based upon the foregolng flndlngs and all- of the evidence

presented herelno the State Tax Commlssion hereby

DSCIDES r

(A) That the expendlture ettr lbuted to pet l t loners for

purposes of the federal, credtt as thelr payment of Unlted Klngilon

lncone taxes ln the amount of the taxes approprtate to dlvldends vhleh
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were prepald to the Unlted Klngdom by the Brttlsh corporatlons, and

trhich are held at }aw for other federal lncone tax purposes to have

been taxes tnposed on the eorporatlons rather than the shareholders,

are not pet l t lonelsr taxes ulthln the neanlng of the uord ln

Article 22 of the lqx Lawo ilhlch contenplates taxes whlch have been

real ly paldo dtrect ly or lndlrect lyr by the taxpayer, and so held

ln lawo for the purposes of federer incone taxes general, ly.

Although forelgn-natlon lncone taxes really so pald by a

taxpayer would not be subtract lble fron the federal adjusted gross

lncone flgure brought over to the Neu York retuln, either as taxes

or as expensesr the seld anount here only attr lbuted to pet i t toners

as an expendlture for taxes ls subtract lbl-e as rrexpensestt under

Tax Lau Sectlon 6L2(c) ( fo) uhtch provldes that ordlnary and necessary

expenses pald or incurred durlng the taxable year fof, the productlon

of income which ls subject to tax under Artlcle 22, but erenpt fron

federal lncone tax, may be so subtracted.

The attr ibuted expendlture is to be regarded ss the

petl t loners I  expense for purposes of Art lc le 22s slnce 1t gave r lse

to the reclprocal- added tncome fron divldends attr tbuted to

petl t ioners in the same amount uhlch ls lncluded ln the federal

adjusted gross lncome brought over,

The attributed additional tncone (tfre amount of the prepald

dtvldends constdered as a recelpt) ts equlvaLentt-y t texemptrf  fron

federal lncome tax when a federa! credlt  for the tex expendlture ln

the sa&e smount is elected, and the credlt  ( t t t<e an exenptlon proper

whlch precludes taking federal deductlons of expenses related to the

exempt lncone) precl"udes a taxpayerts taklng the expendltures for

taxesr uhlch ls the subject of the federaS. credlt ,  as s federal
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deduct ion as wel l .  So the at t r ibuted addl t ional  d lv idend lncone

ls equlvalentl-y trexerapt from federal taxrr wlthln the meaning ln-

tended. (ttrat such deductlon r*ould not be let stand ln New York if

1t  r lere one of  taxes real ly tmposed on the taxpayer does not af fect

the questlon r,rhether the federal credlt ls not equlvalently a

federal  exemptlon. )

(B) That,  accordlnglgr the nodl f leat ions nade by the

pet i t loners ln thelr  returns as stated in paragraph ( I )  above,

whereby they subtracted the stated amounts f rom the federal  adjusted

gtoss lncone brought over,  should be al loued as subtrqct ib l -e

expenses under Tax l ,aw Sect lon 5L2(c)( f0) ,  l t  ls  heLd.

(C) That the eddl t ional  assessments set  for th ln paragraph

(!)  above accordlngl-y are cancel}ed 1n fuLL.

.And lt is so ORDERED.

Datedl Albany, New York

9thay of  Mareh

this
L970

r {TE.

STATE TAX COMMISSTON

,:,:, 
(

i 't. /' 
't ' ' -"'?{' . , .., ,' ' **,- ( {l ' ':*L-,t - .

President

Snmissloner

Commlssioner


