STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Petition

of
F. Donald Arrowsmith
and Josephine P. Arrowsmith AFFIDAVIT OF MAILING

for Redetermination of a Deficiency 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.

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 notice of Decision by certified
mail upon F. Donald Arrowsmith, and Josephine P. Arrowsmith, the petitioner in
the within proceeding, by enclosing a true copy thereof in a securely sealed
postpaid wrapper addressed as follows:

F. Donald Arrowsmith
and Josephine P. Arrowsmith
1 Bankers Trust, P.O. Box 1297
Church Street Station
New York, NY
and by depositing same enclosed in a postpaid properly addressed wrapper in a

(post office or official 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 petitioner herein

and that the address set forth on said wrapper is the last known address of the

/S

Y
petitioner.

Sworn to before me this

l4th day of November, 1980.




STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Petition :
of
F. Donald Arrowsmith
and Josephine P. Arrowsmith AFFIDAVIT OF MAILING

for Redetermination of a Deficiency 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.

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
l4th day of November, 1980, he served the within notice of Decision by certified
mail 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 follows:

Mr. E. E. Finucan
Finucan & Greenwood
10 E. 40th st.

New York, NY 10016

and by depositing same enclosed in a postpaid properly addressed wrapper in a
(post office or official 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 representative of the petitioner. ///

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.0. Box 1297
Church Street Station

New York, NY

Dear Mr. & Mrs. Arrowsmith:

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

You have now exhausted your right of review at the administrative level.
Pursuant to section(s) 690 of the Tax Law, any proceeding in court to review
an adverse decision by the State Tax Commission 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 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:

NYS Dept. Taxation and Finance
Deputy Commissioner and Counsel
Albany, New York 12227

Phone # (518) 457-6240

Very truly yours,

STATE TAX COMMISSION

cc: Petitioner's Representative
E. E. Finucan
Finucan & Greenwood
10 E. 40th St.
New York, NY 10016
Taxing Bureau's Representative



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petitions - : '
of

[ XY

F. DONALD ARROWSMITH s ‘
and | DECISION

JOSEPHINE P. ARROWSMITH -

for Redetermination of Deficiencies ar :
for Refund of Personal Incame Tax under
Article 22 of the Tax lLaw for the Years
1960 through 1971. '

Petitioners, F. Donald Arrowsmith and Josephine P. Arrowsmith, 1 Bankers
Trust, P.0.B. 1297, Church Street Station, New York, New York, filed petitions
f.ox" redetermination of deficiencies or for refund of personal income tax under
Article 22 of the Tax Law for the years 1960 through 1971 (File No. 01777).

A farmal hearing was held before Nigel Wright, Hearing Officer, at the
‘offices of the State Tax Commisaion, Two World Trade Center, New York, New York,
on July 17, 1975 at 1:20 P.M. and continued on August 5, 1976 at 9:15 A.M.

The hearing was continued to conclusion before Biward L. Johnson, Hearing
Officer, on June 24, 1977 at 12:40 P.M. Petitioners appeared by E.. E. Finucan,
CPA. The Audit Division appeared by Peter Crotty, Esq. (Alexander Weiss,
Esq., of counsel). | - |
' I. Whether petitioner F. Donald Arrowsmith, a member partner of Van
'Alstyne, Noel & Co., properly allocated his distributive share qf partnership l'
income. e - S o
II. Whether petitioner F. Donald Arrowsmith vas -required to add to total
" income his share ofrthe‘Néw_York City unincaxporated business tax deduction

. taken on the partnersh:.p return of Van Alstyne, Noel & Co. for 1966 through
© 1970. | | |




 distributive share of partnerstﬂp income/10ss franl\iawdsley, Sellaa & do., a

-losses incurred from a ‘_']Olnt venture whlch was amgaged in ol and gas explm:atjm

-joint New York State incame tax m:res:ldmt returns for 1960 tlrough 1971, ', r
- wherein petitioner F. Donald M'rowmdth raported h:.s distrihn_:_iv_e share of R
'partnership incame received fmmVanAlstyne Noel & Oo.

: lz.mitation upom assessment of personal income. and \minoarpcratad bxsiness
tax for 1961 through 1969 until April 15, 1974.
*Defic:.ency against petitioner F. Donald Arrowsmith for 1960 and 1961,. assart:lng

- of §5,683.20. On the same date, another Notice: of Deficienq, s i w
,both petitimers for 1962 through 1971, assa‘ting persona,l jm t:ax af

III. MmetherpetltionerF.DonaldArromiﬂxwasrequedtorepcrthis

Missouri partnership for 1968 through 1971.
1v. mmetha:petitlmxerr‘. DonaldArrmnithvmsentitledtodeiwt

during 1969 and 1970. ' ‘ ; ﬁ
1. Pet:.tioners, F. Donald Arrowsmith and Joeephine P. Atrmmith, filad y

2. PetitimerF.DonaldArrommithalsowasanmberparmerofmu,
Pk:.Elnea&(b. ardMavdsley, Sellas&&). dur:.ng 1968 thrqxgh 197l,andaf
memberpartneroftlmeeoxlleasejomtvenumsinl%& Hisshareof
partnership loss from Russell, McElnea & Co. isnotat issue |

3. Petltloneu: F. Donald Arrowsmith signed omsmts f:bdng perio& of.

tax&s, whichconsentseﬂendedtheperiodfcrassesmentofpa:mlirm
4. On November 26, 1973,theIncaueTaxBuremissuedamticeof

personalincaxetaxof$3 243.07, plusintarestof$244013. fotatotalstm >

$41 126.00, penalty, pursuantto section 685(c) of the 'I'axmw, forl%?and

1969 in- ‘the total axmunt of $166.00, and interest of $l4 552 45, for a m
sum of $55,844. 45, The two notices of deficiency were isanai in part aé a



s

. for sale. Petitiorm:s' repmsentat.we stated tha.t foed yards ware ]o@bed all

. York State during 1969 and 1970. ’.L'ne partners of Van Alstyne Noel & Oo. and N
theirwivesm:edalargeanmmtof stodcinxvyvawco:um., apubhccmpany
| listed in over-the-counter stocks. The axploratlons took pLaca in. t.he St&ta
- Jof Nontana and various other places, but not in New Ym:k State. n ou:dw to e
»drill fcxr oil, Nyvateot wwld seek out finaming 1n the WaI'.l Stn:eet fi:mialf

result of a field audit of the partne:rship van Alstyne, Noel & Co., wherein

adjusuxmts were made to the parﬂmship allocation percentage which resulted o
in personal incame taxes due franmesidentpartrms, e

5. Mawdsley, Sellas & Co. was a partnership formed in the State of
Miésouri It had two functions: the irst was the financing of cattle at
included such activities as investing money, borrowing money, and’ making | j
arranganents for various banking relationships in arder to get encugh mney to A L
buy the cattle; the second function was the actual cattle operation which : : |
included the purchasing of the animals, the selection Of the feed yards in VL

’wtﬁchtteywerekept,mdtmcmddngofﬂnanmlsuntilﬂaeywereready

| over the Southwest and West, incltﬂmg Califclrnm, Nevada, l;ouisiana, 'Dexas‘

axﬂcklarma Van Alstyne, Noel&(b. providedthecol]ateralonloammade

‘toMavdsley, Sellas&Oc:. VanAlBtyne,Noal&Oo.msmtamberparmin )
'Mamdsley, Sellas&co.,mrdiditcarrysaidfimmltsbooksasaninves‘mmt. :_ |

Petitionea: F. Donald Arrowsxm.th and the other partners of Van' Alstyng
toel & Oo. becans Joint Vemmrm:s with Nyvatex, a joint venture involvad in * R ;
oil and gas exploration. The joint venture had no place of husiness in New T .

ccmmnity of New York City, emcltxiing Van Alatyne Noel & Oo., and a_lao f::'«:!.tiii,;L

other ccmpanies. The partners of Van Alstyne, Noel & Co. became joint venﬁms




as individuals and not as partners. Petitioners contended that Nyvatex also
was engaged in a mumber of financial ventures in’ New York City, but submitted
no evidence to support their contention.
6. Petitioners filed Forms IT-115, "Notice of Change in Taxable Income "
by United States Treasury Department Pursuant to Section 659 of the New York
State Tax Law", far 1960 through 1962 and for 1964, 1966 and 1967. '
7. Petitioners filed a claim for refund on Form IT-113X based on a -
carryback of'a net operating loss from 1963. Said refund was issued on
September 8, 1964. 'Ihecarrybackm laterdisallouedasaresultofanmﬂit |
of the partnership Van Alstyne, Noel & Co. which resulted in additional New York

incame for 1961 through 1965 and for 1968.

8. The 1966 and 1967 field audit adjustments to New York tax.able income
were based on Federal adjustments, and petitioner F. Donald Arrdwsmith's share
of the New York City unincorporated business tax deduction taken on the partnership
retwrn of Van Alstyne, Noel & Co.

The field audit adjustments for 1968 were based on the dlsallowance
of petitioner F. Donald Arrowsmith's share of partnership loss from Mawdisley,
Sellas & Co., a Missouri partnership; a capital gain adjustment; and his share
of the New York City unincorporated business tax deduction taken on the partner-
ship return of Van Alstyne, Noel & Co.

The field audit adjustments for, 1969 and 1970 were based on partner-
ship adjustments relating to Mawdsley, Sellas & Co., losses from oil lease
joint ventures, adjustments to sale of gas ’and 0il properties and oil and gas -

revenue, and the disallowance of c¢apital loss carryovers.




CONCLUSIONS OF LAW -

A. That the Audit Division is hereby directed to recampute F. Donald
Arrowsmith's proportionate share of partnership income from Van Alstyne, Noel |
& Co. in a manner consistent with the State Tax Commission decision in the

Matter of the Petition of Van Alstyne, Noel & Oo‘. , signed on this date.

B. That the New York City unincorporated business tax is an incame tax
for which deduction shall be allowed under section 706(4) of Article 23 of the
Tax Law, which refers to the computation of New York State unincorporated
business income tax. For purposes of personal income tax, Article 22 is ’
applicable, which article requires a modification increasing total income by
adding back incame taxes Jmposed by this or any other state or taxing jurisdic-
tion; therefore, New York City unincorporated business tax was not deductible
in camputing New York State adjusted gross incame urder section 632(a) (2) of
the Tax ILaw. ‘

C. That although financial arrangements were made an behalf of Mavﬂéley,
Sellas & Co. at the offices of Van Alstyne, Noel & Co. in New York City, such
location did not constitute a place of business of the Missouri partxaefship;
that even though the interests of the partners in Mawdsley, Sellas & Co. were
in the same i:ercentages as their proportionate interests in Van Alstyne, .

Noel & Co., the Missouri partnership did not maintain in this State a place of
business where its business affairs were systemically and regularly carried
on. 'Ih&efore, petitioner F. Donald Arrowsmith's share of partnership loss
from Mavdsley, Sellas & Oo. is not includable in determining New York adjusted
gross income under sectum 637 (a) (1) of the Tax Law and 20 NYCRR 134.1. _

D. That petitioners are not entitled to deduct losses from oil lea.se
Jo:mt ventures since said losses were incurred as a result of oil drilling
operatlms, whlch were carried on outside New York State, and which were
H\indivndually financed by petitioner F. Donald Arrowsmith.




E. - That the Audit Division is directed to modify the notices of deficiency -
issued on November 26, 1973 to the extent shown in Conclusion of Law "A", - =~
supra; anithat,’exceptas 80 granted, thepetitims areinallotrnrrespects
denied.  _ | - | - ) CoE T e
: DATED: Albany, New York
NOV 1 4 1980




