
STATE OF NEW YORK
STATE TAX COMMISSION

In  the Mat ter  of  the Pet i t ion

o f

ROBERT F. ROUSE and RITA G. ROUSE

For a Redeterminat ion of a Def ic iency or
a Revision of a Determinat ion or a Refund
of Personal- Income
Taxes under  Ar t i c l -e@ 22

AFFIDAVIT OF I',IAILING

of the
Tax Law, fo r  the  Yea@

1966

State of New York
County of Albany

I\[arsina Donnini , being duly sworn, deposes and says that

she is an empLoyee of the Department, of Taxation and Finance, over 18 years of

age, and that on ttre 22nd day of July , L9 W, she served the within

Notice of Decision by (certified) nail upon Robert F. Rouse and

R i t a G . R o u s e @ t h e p e t i t l . o n e r i n t h e w i t h i n p r o c e e d 1 n g ,

by enclosing a true copy thereof in a securely sealed postpaLd wrapper addressed

as fol lows: Mr. & L{rs.  Robert  F. Rouse
Box 59I R.D.#3
Flemington, New Jersey

and by deposit ing same enclosed in a postpald properly addressed wrapper ln a

(post of f ice or off ic ial  depository) under the exclusive care and cust,ody of

the United States Postal  Service withln the State of New York.

T h a r . d e p o n e n t f u r t ' h e r s a y s t h a t t h e s a i d a d d r e g s e e i s t h e @

Jffiffig[ petitioner herein and that the address set forth on said ltrapper ls the

last known address of the pet i t ioner.

Sworn

22nd

to before me thls

rA-3 (2/76)

, L9 77.



STATE OF NEW YORK
STATE TAx COM},IISSION

In  the Mat ter  of  the Pet i t ion

o f

ROBERT F. ROUSE and RrTA G. R0USE

For a Redeterminat ion of  a Def ic iency or
a Revls ion of  a Determinat ion or  a Refund
of Personal Income
Taxes under Art ic leH) 22

AFFIDAVIT OF MAILING

of  the

by (certifled) mail upon Jacques M. Lerry, Esq.

the pet i t ioner in the withln proceedlng,

securely seaLed postpaid wraPPer addressed

Tax Law for the Year@QOOO0HOD[JO0@
L966

State of New York
county of albany

Itfiarsina Dorurini

she is an employee of the

age, and that on Eh.e 22nd

Notice of Decision

, being duly sworn, deposes and says that

Department of Taxat lon and Financer over 1-8 years of

day of July , L977 , she served the within

(representat ive of)

by enclosing a true copy thereof in a

as fol lows: Jacques M. Levy, Esq.
55 \N. /+2nd Street
New York, New York 10036

and by deposi. t ing same enclosed in a posrpaid properly addressed wrapper in a

(post of f ice or off ic ial  depository) under the exclusive care and custody of

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

That deponent further says that the said addressee ls the (representat ive

of the) pet i t ioner herein and that the address set forth on said wraPPer is the

last known address of the (representat ive of the) pet l t toner.

Sworn to before ne this

22nd. day of Jily , 1977.

rA,- 3 (217 6)



STATE OF NEW YORK

STATE TAX COMMISSION
TAX APPEALS BUREAU

ALBANY, NEW YORK 12227

ilty &, L$lll
J A M E S  H .  T ' U L L Y  J R . ,  P R E S I D E N T

M  I L . , T O N  K O E R N E R

T H O M A S  H .  L Y N C H

i

&. 3 ltrrr. f,ohn0 ?, Smrr
Bor tgl, n D, fl
ffdfflmr $ff lrmry

Srr$ 3b, & lFr' Rmmt

Please take notice of the D;gfdfr
of the State Tax Commission enclosed herewith.

You have now exhausted your r ight of  review at the administrat ive
level. Pursuant to sectionffi 600 of the Tax Law, any
proceeding in court to review an adverse decision by the State Tax
Commission can only be inst i tuted under Art ic le 78 of the Civi l
Practice Laws and Rules, and must be commenced in the Supreme
Court of the State of New York, Albany County, within 4 lhil[b
from the date of this notice.

Inquiries concerning the computation of tax due or refund allowed in
accordance with this decision may be addressed to the Deputy
Commissioner and Counsel to the New York State Department of
Taxat ion and Finance, Albany, New York t2227. Said inquir ies wi l l  be
referred to the proper authority for reply.

mr&g

Petitionerts Representative

Taxing Bureau's Representative

!

!:
r l r

TA-r . r2  (6 /77)



STATE OF NEW YORK

STATE TAX COI\4MISSION

In the Matter of the Petit ion

o f

ROBERT F. ROUSE ANd RITA G. ROUSE

for  Redeterminat ion of  a  Def ic iency or
for Refund of Personal Income laxes
under Art icle 22 of the Tax Law for the
Yea r  1966 .

DECISION

Robert  F.  Rouse and Ri ta  G.  Rouse,  h is  wi fe ,  Box 591 R.D.

#3,  F lemington,  New Jersey,  f i led a pet i t ion for  redetermina-

t ion of  a  def ic iency or  for  re fund of  personal  income taxes

under  Ar t ic le  22 of  the Tax Law for  the vear  L966-  (F i le  No-

0 -0001203  )

A formal  hear incr  was held at  t t re  of f ices of  the State Tax

Commission, Two World Trade Center, New York, New York, before

Solomon Sies,  Hear ing of f icer ,  on Septenber  14,  L916 at  9 :15

a .m .

The petit ioners appeared by Jacques M. Levf, Esq. The

Income Tax Bureau appeared by Peter Crotty, Esq. (James A.

Sco t t ,  Esq .  o f  counse l ) .
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ISSUE

Whether al l  of  the income of the Hambros Delaware Cor-

pora t ion ,  a  l im i ted  par tner  o f  La id law & Co. ,  rece ived f rom

sa id  par tnersh ip  shou ld  be  a l loca ted  to  New york  S ta te .

FINDINGS OF FACT

l - .  Laidl-aw & Co- was a New York partnership engaged in

the brokerage business.  f t  deal t  in  secur i t ies under  the

supervision of the New York Stock Exchange, with branches

doing business outs ide the State of  New york.  I t  der ived a

port ion of i ts brokerage income from sources outsid.e the

State of  New York-

2.  La id law & Co.  was a lso  a  f i rm o f  p r iva te  bankers  do ing

business under the supervision of the Banking Department of the

State of New York. The f i rm was founded in LA42 under the name

of  Lees  and wa l le r ,  and i t s  members  were  engaged as  commiss ion

agents and bankers. The name was later chancred to Laidlaw &

Co.  In  the  1870rs ,  the  f i rm jo ined the  New york  S tock  Exchang.e .

The bank ing  bus iness  o f  the  par tnersh ip  was conducted  so le ly  a t

i t s  p r inc ipa l  o f f i ce  in  the  C i ty  o f  New york ,  and a l l  o f  i t s

income f rom the  bank ing  bus iness  was der ived  so le ly  f rom sources

within the State of New york.
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3.  La id law & Co. 's  banking depar tment  was requi red.

under ttre New York State Banking Law to maintain and keep

separate books and records with respect thereto, and did

maintain such books and records separate and apart from its

books and.  records per ta in ing to  i ts  brokerage business.

4.  In  1950,  La id law & Co.  dec ided to  bols ter  i ts  banking

department by associating with the Hambros Bank of Eng1and,

which of fered to  invest  f ive mi l l ion dol lars  of  cash capi ta l

in Laidlaw. As a result,  the Hambros Delaware Corporation was

incorporated under the laws of Delaware, and became a l imited

par tner  of  La id law & Co. ,  ent i t led to  share in  the income f rom

the banking department only. Hambros did not share in any

par t  o f  the income f rom the secur i t ies bus iness,  which was

derived in part from New York sources and in part from sources

outs ide New York State.

5.  On February 20,  L969,  the fncome Tax Bureau not i f ied

Laid law & Co.  that  the nonres ident  a l locat ion percentage for

the f isca l  year  ending March 3L,  1955 was 44.15%, and that  the

nonres ident  a l locat ion percentage for  the f isca l  year  ending

March 31,  1966 was 43.O3%. The aforement ioned percentages

were determined by dividinq the New York net income (after

modi f icat ions)  by the Federa l  net  income (af ter  modi f icat ions) .
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In arriving at the percentage formula, the Income Tax Bureau

allocated the Hambros strare of bankins income(65%)to sources

outside New York and onlv 35% of said income to New York.

6. The partnership agreement, in accordance with the

rules of the New York Stock Exchange, further provided that

the Hambros Delaware Corporation was prohibited from any par-

t ic ipat ion in  the prof i ts  f rom the brokerage business.  The

Hambros Delaware Corporation, pursuant to the Art icles of Co-

par tnership,  was to  receive 65% of  t t re  prof i ts  o f  the banking

department onIy, and the general partners of Laidlaw & Co.

were to  receive 35% of  t t re  prof  i ts .

7 .  In  ar r iv ing at  the percentage a l locable to  New York,

the nonres ident  genera l  par tners a l located a l l  o f  the Hambros

share of bankincr income to New York.

B.  On JuIy  28,  L969,  the Income Tax Bureau issued state-

ments of audit changes to the nonresident general partners of

Laid law & Co. ,  inc lud ing the above named pet i t ioners,  ad just ing

thei r  income in  accordance wi th  F inding of  Fact  r r5r r  supra.

Accord ingly ,  the Bureau issued a Not ice of  Def ic iency therefor .

CONCLUSIONS OF I,AW

A. That al l  of the income of the

porat ion was a l locable to  New York in

Hambros Delaware Cor-

accordance with the



- f , -

prov is ions of  sect ion 637 (a)  o f  the Tax Law and of  the Income

Tax  Regu la t i ons  (20  NYCRR f34 .1 ) .

B.  Tt rat  the nonres ident  a l locat ion percentage used in

computing the New York partnership of the petit ioners, Ers

reported on their income tax return, was correct, and the per-

centage as d.etermined by the Income Tax Bureau was erroneous.

C. That the petit ion of Robert F. Rouse and Rita G.

Rouse is granted and the Statement of Audit Changes and the

Notice of Deficiencv be and the same are herebv cancelled..

DATED: Albany, New York
Ju l y  22 ,  L977

COMMISSIONER

TATE TAX COMMISSION


