
STATE OF NEhI YORK
STATE TAX CO}fiISSION

In the Matter of the Petition

o f

F. Donald Arrowsmith

and Josephine P. Arrowsmith

for Redeterminat ion of a Def ic iency or a Revision

of a Determination or a Refund of

Personal Income Tax

under Article 22 of the Tax traw

for  the  Years  1960 -  1971.

AFFIDAVIT OF MAILINC

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the DeparLment of Taxat ion and Finance, over 18 years of age, and that on the

14th day of November, 1980, he served the within not ice of Decision by cert i f ied

mai l  upon F. Donald Arrowsmith, and Josephine P. Arrowsmith, the pet i t ioner in

the within proceeding, by enclosing a true copy thereof in a securely sealed

postpaid vrrapper addressed as fol lows:

F. Donald Arrowsmith
and Josephine P. Arrowsmith
1 Bankers Trust,  P.O. Box L297
Church Street Station
New York, $fY

and by deposit ing same enclosed in a postpaid

(post of f ice or off ic ial  depository) under the

United States Postal  Service within the State

That deponent further says that the said

and that the address set forth on said wrapper

pet i t ioner .

Sworn to before me this

14th day of November, 1980.

properly addressed wrapper

exclusive care and custody

of New York.

addressee is the pet i t ioner

is the last known address

i n a

of the

herein

of the
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In the Matter of the Pet.ition

o f

F. Donald Arrowsmith

and Josephine P. Arrowsmith

for Redeterminat ion of a Def ic iency or a Revision

of a Determination or a Refund of

Personal Income Tax

under Article 22 of the Tax law

for  the  Years  1960 -  1971.

AFT'IDAVIT OF }'AILING

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the Department of Taxation and Finance, over 18 years of age, and that on the

14th day of November, 1980, he served the within not ice of Decision by cert i f ied

nail upon E. E. Finucan the representative of the petitioner in the within

proceeding, by enclosing a true copy thereof in a securely sealed postpaid

wrapper addressed as fol lows:

M r .  E .  E .  F i n u c a n
Finucan & Greenwood
1 0  E .  4 0 t h  S t .
New York, NY 10016

af,d by deposit ing same enclosed in a postpaid 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 is the representative of

the petitioner herein and that the address set forth on said wrapper is the last

known address of the representat ive of the pet i t ioner.

Sworn to before me this

14th day of November, 1980.



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

November 14, 1980

F. Donald Arrowsmith
and Josephine P. Arrowsmith
1 Bankers Trust,  P.O. Box 1297
Church Street Station
New York, NY

Dear Mr. & t l rs.  Arrowsmith:

Please take notice of the Decision of the State Tax Comission enclosed
herewith.

You have now exhausted your right of review at the adninistrative level.
Pursuant to section(e) 690 of the Tax Law, any proceeding in court to review
an adverse decision by the State Tax Connission can only be instituted under
Article 78 of the Civil Practice Laws and Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 months fron
the date of this notice.

fnguiries concerning the computation of tax due or refund allowed in
accordance with this decision may be addressed to:

NYS Dept.  Taxat ion and Finance
Deputy Commissioner and Counsel
Albany, New York 12227
Phone # (518) 457-6249

Very truly yours,

STATE TAX COI{IIISSION

cc: Pet i t ioner 's Representat ive
E. E. Finucan
Finucan & Greenwood
10 E.  40rh  Sr .
New York, NY L0016
Taxing Bureaur s Representative
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SqE TAX CtI4I{ISSI0II

In ttp Matt€s. of the Petitions

of

F. M}{ALD ARrcMSMTTI{
ard

JGEPIIINE P. ARKt.t]SMftrI

fc Redeterminaticn of Deficiencies tr
fc ltefirrd of Perssnl lrrcqre TaJ( urder
Article 22 of tlp Tar( Iaw for the Years
1960 tlrogh 197L.

WISICbI

Petitioners, F. fnnafd 
Trordsrrith 

ard Joceptrjre P. Anowsnft]r, 1 Barik€rs

Snrst, P.O.B. L2g7. Chucfr Street Statisr, lE\"r York, lilerv Yck, filed petiticre

f,or rdeterminatisr of defiEiencies or for refirrd_ of, lusoral irccne tax urder

Article 22 of tle Tarc Lap fc. the years f950 tlrrorgh 1971 (FlIe bro. 01777).

A fonnal hearfry uas hel-d before Nigel ttiglrt, Hearirg Offier, at ttre

offices of $le State Ih:. Oqfirisitiorl, $do lerld Dade Center, liEt^t YGk' l-Fht Yqk,

i at 1120 P.M. ard srtj-rnrd or A.lgrrst 5t Lg76 at 9:15 A.M.on ihrly 17, 1975

fte rpsrixg res csrtinued to csrclrrsi@'befqe ehnrd L. Johnecrr lbaringr

Officrc, on Jtne 24t Lg77 at 12:40 P.M. getitj.q€rs appeared bY E. E. Fllurae,

CpA. ttre Adit, Division appearedt by Peter Crotty,l Fsq. (Ale<arder l€Lssr

Esg., of olnsel) .

ISSUES

I. lttett€r ftiti-ff€r F. Donald emf*l,Ut, a rcnibetr partner of r/bn

Alstlrn, lbel e Oo., gxogrcly allocated hle 4lsEilrrtlve strare of partrnrshfp

irm€.

II. I{het}er F. hna]d Anrq,srrrith ms rgqrri-gecl b add to btal

irmre his strare of the lEle York PftV un:rrcOrpcrag hrsinese tax ddtlcti.qr

tak€n on tfe parUrensnip retrrrn of' V.an ALstlme, ry & Oo. fc 1966 ttrqryn '.'

I970.



-2 -

Il[. Vlhether petitlm€r F. Dqnld Arrmith me required to repd, his ' :.,.;

d"ietrttrrtive shrrc of putneorstrip irsmn.ose frun llardd.ry, Sellar & 6., a ' : ' .

l,llesust pirtrterslr{p, fc L968 ttuqrgh 197I. , , 
''

.. ' . i

nr. VtEUs p€tlticreri F. bnald Arrcmnith rms ertitl€d to ddw*,

fron a :"irrt rrentere utrlch *" *g.E"d tn otl ard gag eqlfgfaq -.*' l'.'"''

durir-rg 1969 ard L970.
, ' ; .

qriplE, @.nAcT

1. Fetitisse, F. Donald errcnmnttlr anl .heetrhflE P. Am*hLth,:rllQi -
, - - , ' t ,

"Joint !{em York State 9* tax rresldcnt *{".rr" fc 1.960 tfrqgtr ly/I, : ,

trtFieln F. Dsrald Arrcnrdth rqor,tea his dtetrtlrrtlve slrare of . ...1 ,,,

partnerstdp fure reetvd frqn Van elet5pe, lbef & 6.

2. pet.lti.ser F. Donald Almmrrit}r also rsc a ngfu *""t 
" 

og nrsgeU,

!frElrs & 6. ant Mandsle,yl Sellas t 6. erirq L968 tfmorgh 1971, ard i

rber partner of ttree oil lsse Joint venieres in 1969. .Eis shee of "' ' .
''

partneratrlp loes flcrn &rBsIL, !{cplrra & @. ls rrct, at lgnF. . 
,.

3. Fetiaiornr F, Donald Arrclaith sfghd *,ror* fiJdng pcri .* ' ' 1 ' 
"','

liJnttatiqr uIEl a€rnswrt of, perwral in€E ard rl1inmpcatd brstrcss

taxesr r*trich @tsents srterded t}te pciod fc ass€sssrt of pcutal inou

ta:t fc 196I tiuulgh 1969, unttf A[rff l'St L974. :* ,
:

4. Gr tib\rq$€r 26, L973, tx-re lrrcm 18 Brean tssrail a lOt-Le of.

Defictenry a{tainsi, p*ftfuter F. bnald Amlfui.t}r for 1960 ant 196l,r, qspqttHr,,:
' ; i 1 I

perwnl llcre ta:rof $31243.07, phrs lntuese of $21440.13; fc a bGal,'.sih "., :" '::'-{
,r,.. ,. ."__, ..; .:.

of $51683.20. cl tte s€rn date, amtlnr lbtie of mficienqy r*1s lsard tol-, .
,  

t  ' " : '

both polf$cnerg fon f962 ttrqrgh l9|lr a frg perural, trgp tFr 6f 
";'l:a'-; . -' .' 

- jr.'.. ',.,,.o ''

, .
$41,126.00, penaLty, prqnrarrt to eec'tL96r 685(c) of ttn Ta{ Ia1}r, toE !96iil qFf " !; 

''- 
,;i,.1

:  | ,  . . " . . :  .  - ,
1"969 in.the tota-L arnrrt of $166.00, ard, tntorest of $14,552.45t for a'tgt&=:,','; ": :,+"..;

. . . i

.  : i . ,  d  
.

sun of $551844.45. rhs trD rn'ties of &f,lciency we lsqrd, tn pa{gr" aC i 
'' 

-'t ..' :.,:, ,' 
'
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resrult of a field ardit of ttre partrsshtp Van Als\re, I{cel & Oo., wtnnseln

adjustrrsrts vrere rnade to tlm partrsship allocagion p€rcentrye rcd.ch reqrlted
'i'

tn persornl in6re taxss dUe frcrn r*mreslder$ partnocs.

5. lhvdslelr, Sellas & Co. was a partnergip fqed b tlla Stat€ of

Itligsotri. It had trro functims: tha flret r,rns the firtarcing of cattle ard:
' i  . 1 r :  - . :  

-

incfd€d such actJvl"tJes as irntestlr€ IwEy, lururfrrg nprntr, ard mhjlry , , ,. .. .
1 ' ,

arrarq€fients for vari.qrs bankiry nelationstrips in omter'to Egrt, €nflrgtt rroq€fl to 
' ','

'hry the cattlel tte seosd furpttor rtas the actuaf oatlfe opcralion iihLch 
' 

;lr ,.,,"., .',,"' i : ' : ' :  ; : '  '  j '  : '

fuEhded the gnrctrasing of tJre aninsls, the selec"tisr of the f€eal yads fn
.  . :

rr'trlctt ttey wre keptr ard tfs clmckirq of the anifials untll tltei Ele r€nty' :,

fq sale. Fetltiqrerer re5rernnta'tive stated that f€ed yards we locatefl aU

ryer the Sautt&,est ard t€st, tncfqdjrtg Caltfcni.rr., lgeeda, fartstanar.Itrcras

ard (xclafsna. \rbn ALstlnr, lbel & 6. pocnri.ded tfc pqfUteral G loans da"

to MavdsJay' .SeILas & 6. Van Aletyne, ry & @. Fg {nt, a s&er par{ilr in-: . ..,
r,farntsleyr ge[as & 6, , nff djd lt canry sald fim' qr its b&ks aa m'Jrr\bsilfcnt.. ,:

Petitiortelr F. bnaJrtlrrcnsrtrrth sr1 tne otlrrp"rtrnog of 
'rJhn:Algqp6r'. ' ' .t 

.'.'

ltcel e ft. bffirn Joint ventnrers hrittt b&nrais(, a Jolnt tertrre invofvod S:' ' . u,"' I 
t'' ' 

.l' 
'

: ' . . - .
oll ard gas eoplrrratlcr.:' rtnl 1ofrc*venture trao rp pl;trq ti hrslnegs h lFlll ,'..1 ,,.'' .r^,

.  : 1 -  - '  t  ' .  - '  . . ,  - . "  , . j  
' - ,

!9r! state durirrg 1,969 ard 1910. rtre oJ v4fi ,. r,nrf .a p.; h. 
':" 

, ,...t .,:'-.,';
: ,  . a

thetr wtvs olnn€il a large anrnnt of stodc ln Nl^aqtcr( O{l Oc., a Frblie'oCqrany ; 
' 

:

lLstai in or/er-t1ro.urter stocks. Sre erpl,caticre bok plac h tlr6 Stlts
.  .  a  .  

- a .  
. r .': :

of trbntana ard vartolq othen plages, .hrt rot, in bH, rar stato., Dr ord6 
-b 

_ ;.._'" :i::i
. !

drilt fiu o{1, }$^/aer hanld.ee* o.rt flrurctng lrr the !{a11 Street ftlrarrtal

ccrnnurlty of Neny York Clty, gcfr.Ufrry Van AJptlrne !ib€l, & &', ard alp frdl'],. ,, , ,
.  .  . r r  

_ :  ^  : : l : ; : l

otls careanies. lEhe partners of Van Alsq/ner l\fcel & Oo, becare JQint{,itt&,gc$

. " , . 1

1 , ,

L -  i :. . . . .
: a  l i

; r i  . . - ' " '

' ,

j l  : : {  1

$::1'

' t a " '
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as irdivlduals anl rlot as partrers. PetitLolss ontended t&at l\t!^tat€t( aLso

was ergageil in a runber of filarrclal venb:ree in ilhr York City, hrt srtmttted

rc evidence to srrppet their €rrtentj.dr

6. Patitienere f,ild fbnrg lltt-11,5, "Ncti@ of Change in mxable Insrc 
$- '{h

bV tlnit€d states feanrry Deparunent Rrstrarrt to Sec*i-or 659 of tte !€w Yqk

State fb)c Iar^r", fq L960 thrcugh 1962 ard fc 1954, 1965 ard L967.

7. Petitisrers filed a claim fs refird ql fbrm IFII3X based on a

carrl&ack of 'a net operati-rq loss frq 1.963. Said refirrd res Ls$rd qt

September 8, L964. I?re carrl&ar:lc was lats dj.salld.Ed as a regtrlt of an aldit

of tlte 
Trtrnrshie 

Van Alstlae, \bel & @. vhich resulted tn a{ditlonal Nery luk

irncre for 1961 tlrorgh 1965 anl fc 1"968.

8. the L956 anl 1,967 field aldit djrrstrents to }h.r York ta:rable irrccrrc

rme based on Ftsderat adJustments, ard petlUtoner F. FnaLd, en:cusnftn's share

of tte lber York CiW uninorpcatecl hrsirless ta:( dedrrcti-sr taken on t}re .partncsttip

retxrrn of Van AlsQre, IbeI & Oo.

Tte field ardit adjusUnents for 1968 rnene based qr the d"isal-Lorue'

of 5:etitiorer F. Donald Amcmsn:lthrs share of partnerehip loss frcrn l,lilddsleyt

Sellas & Co., a l"fi.ssorri partrsship; a eapLtal gatn djustrrent; arrl h"ls sttare

of tle Nerrr York City uninorporated hrsiness tax deduc€i.qr taken on ttb partner-

ship retr.rn of Van ALstlme, lloel & &.

Tfre fieLd audit, djustmerrts fc, 1969 anl 1970 tcre based or partre-

ship djustrtents re}atlrqr to !4avdsley, SeLJas & 6., Losses f:rqn oil lease

joint venturesl adJustnents to sal,e of gas ard otl prq>erties ard oil ard gas

re\renrle, ard the disallomrrce of capital. loss carrlevws.
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@ilSUSIOilS CF IJIhI

A. That tle Alrdit Dlvision is here@ direct€d to reccnpute F. bnald

Amcnsgnlth's gxopctisrate stnre of partnerstr-ip irncre frcm \ran Alstlzie, llcel

& Co. in a nranrrer corrsistent wit$ ttp State Thr< krrTrtssion decisiqr in ttp

Mttter of tlre Petition of Van Atilrrne.lbe1 c Oo., signred on this &b.,

B. That tfn New York City unirrcorporated hrsiness tax is an insre ta:c

fq vtrictr deduction shall be allobpd urden section 706 (4) of Article 23 o€ the

1b:< Iaw, rrd'tich refers to ttp oatgrrtatior of lbrv York State uninooapqa,tea

hrsiness inocne tar<. For purposes of persoral jxcorne ta:<, Artlcle 22 is

applicable, wlaich artlcte"requJres a nrcdificaliqr inaeaeirq total iroqre bry

aellrg baci< irrqe ta:es ineosea by $ris or any otter st .te c taxing jrrtsdic*

tlon; tterefore, t€\^r York CtQr uniJrcorpora.ted hrsinegs ta:( rns rpt deducfible

in ccrqrting lh* York State adjusted gross i-nacne urder secticr 532 (a) (2) of

the Ta>c law.

C. that altJrorgh financlal anarryeients rmre rnade cn betralf of llardsleyl

Sellas & Co. at ttp offioes of Van Alst1me, lbeL g 6. in I\E$t Yck City, suctt

locatiqr did rpt onstltrrte a place of hrsirnss of the Missori partrrership;

that even thoryh tte interesLs of tlae partrnrs ln l,tardslry, Sellas & b. vrere

in ttre sanre pcen@es as tlej.r prryctiorate interests in Van AJ"styu;

Noel e 6., tfn l,tissori partrerstuip did not majntain in ttris State a plae of

btrsiness where its hrstness affalrs rere slnsteurically ard regularly carrtd

on. tfisefce, petit5oner F. Donald Anncnrusnithts sihare of partnerstrip loss

frTn ltawatslgf, Selras & 6. is rot irrcltrdable in detergrining t{e$r York adjusted

grcss irrccrre urder secAi.sr 637 (a) (I) of the Thx la$r anl 20 IiIICBR 134.I.

D. That petitisrers are rnt, €ntitl€il to deduct, fos+s frcrn o11 Lea^e

joint, ventures sirre sald losses siere irnrnrcd as a reerlt of oil driflkg

otrnratj-wrs, vrhich r€re carried on outside lhrv Yck State, ad tdrich rcre

irdtvidrrally firnrrced by petiticrer F. Donald Atmlsntth-
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. derdedo -

> 
DAIED: Albany, tikic lbrk

Nov 14 1980

E. l&rat ttn AdLt Dlvlsiqr iB dii€t€d A lmclify ttp rp'tieg o'f deftcLency

iegl€d on l{orrcnrber 26, 1n3 b the scteat. sfphnl ln &ncluslar of lahr nA",

sFlaa; ant that, e!rcept as so grantd, t}le pitftfqrg re in alt otJnr ncspects

SXngS n ( ClfrfiSftl(lfl


