
STATE 0F NEht YoRK
STATE TAX COMMISSION

In the Matter of the pet i t ion

o f

Hyron D. & Sara lesis

for Redeterminat ion of a Def ic iency or a Revision

of a Deterrnination or a Refund of

Personal Income Tax

under Art ic le 76 & 22 of the Tax Law

for  the  Years  1959,  1960 & 1962 th roueh 1966.

AFFIDAVIT OF MAIIING

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

2nd day of January, 1980, he served the within not ice of Determinat ion &

Decision by cert i f ied mai l  upon Myron D. & Sara lewis, the pet i t ioner in the

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

postpaid wrapper addressed as fol lows:

Myron D. & Sara Lewis
356 Deser t  Inn Rd.
Las Vegas,  NV 89109

and by deposit ing same enclosed in a postpaid
(post off ice or off icial 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

2nd day of January, 1980.

properly addressed wrapper in a

exclusive care and custody of the

of New York.

addressee is the pet i t ioner herein

is the IasL known address of the



STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the pet i t ion

o f

Myron D. & Sara Lewis

for Redeterminat ion of a Def ic iency or a Revision

of a Determinat ion or a Refund of

Personal Income Tax

under Art ic le 16 & 22 of the Tax Law

for the Years 1959, 1960 & 1962 xblousl t966.

AFFIDAVIT OF MAITING

State of New York

County of Albany

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

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

2nd day of January, 1980, he served the within not ice of Determinat ion &

Decision by cert i f ied mai l  upon Herbert  Granoff  the representat ive of the

pet i t ioner in the within proceeding, by enclosing a true copy thereof in a

secure ly  sea led  pos tpa id  wrapper  addressed as  fo l lows:

Mr. Herbert Granoff
8 Wi lshire Dr.
Great Neck, Ny 11020

and 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 representat ive of

the pet i t ioner herein and that the address set forth on said wra is the last

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

Sworn to before me this

2nd day of January, 1980.



STATE OF NEW YORK
STATE TAX COMMISS ION

ALBANY, NEW YORK 12227

January 2, 1980

Myron D. & Sara Lewis
356 Desert  Inn Rd.
Las  Vegas,  NV 89109

D e a r  M r .  &  M r s .  L e w i s :

Please take not ice of the Determinat ion & Decision of the State Tax Commission
enclosed herewith.

You have now exhausted your right of reviehr at the administrative level.
Pursuant to sect ion(s) gZS &, 690 of the Tax traw, 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  Pract ice Laws and Rules, and must be commenced
in the Supreme Court of the State of New York, Albany County, within 90 days &
4 months from the date of this not ice.

Inquiries 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 Commiss ioner  and Counsel
A lbany ,  New York  12227
Phone # (518)  4s7-Gz4A

Very truly yours,

STATE TAX COMMISSION

cc: Pet i t ionert  s Representat ive
Herbert  Granoff
8 l , l i lshire Dr.
Great  Neck ,  NY 11020
Taxing Bureaur s Representat ive



STATE OF NEW YORK

STAf,E TA)( CCI4MISSICDi

In ttle l4atter of the fuplication

of

}IIMCN D. LEI{TS

for Revision of a Deterrnination or for
Reftmd of Personal Inccne Ta:< r:nder
Article 16 of ttre Ta< Iaw for the Year
1959.

DHTERMINATlOD{

Applicant, l4lzron D. Lewis, 356 Desert lnn Road, Ias Vegas, Nevada 89109, filed

a dernand for a hearing for revision of a deter:nitation or for refund of personal

inccne ta:< under Article 16 of ttre Tax I-anrv for ttre year 1959 (File No. 01320).

A fornal hearing was held before Ednard L. Johnson, Hearing Officer, at the

offices of ttre State Ta:< Conmissior, Tvio World Trade Center, Neur York, Nenr York, on

April 26, L977 at 9:15 A.M. and was contjnued on October 29, L977 at 9:I5 A.M.

Applicant appeared by Herbert. Granoff, Esq. The Inccne Tax Bureau agpeared by Peter

CrotQr, Esq. (William Fox, Esq., of coursel) .

ISSITES

I. Whether ttrc Inocne Tar< Bureau properly assessed additional inccne ta>ces, trr

on the basis that r:ne:plained cash barik deposits kryr applicant, Ivllron D. Leriris, r,vere

regarded as r:nreported inccne for 1959.

II. Vfttettter a fraud penalty was properly assessed against applicant for 1959.
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F]NDINGS OF FAST

1. Applicant, I41n:on D. I-ewis, tinely fifed a Nsar York State inccne tax resident

return for 1959. By a series of successive consents erecuted tryz applicant,, ttre

period of ljrnitations for nnking assessnent of personal inocne tor for 1959 was

extended to Jr:ne 15, 1968.

2. On March 20, L968, as a result of an audit by ttre Special Investigations

Bureau' the Inccne Ta< Bureau issued a Notiae of Mditional A.ssessrent against

applicant for inccne ta<es of $4,106.10, ph:s penalty of $4,105.10 and interest of

$7,883.7L, fox a total due of $16,095.91.

3' On April 16, 1968, applicant filed an applicatiorr for recrcnputation of a

Notice of Mditional A.ssessrent of rnoore Tax for 1959. (rhis atrplicatlon was not

filed on ttre con:ect form. However, tIre Bureau accepted it as a proper alplication.)

On June 6, L969, tlre State Tax Conmission denied said applicatj-on. On Jrne 20,

1969, applicant, It'Iyron D. Leraris, filed the atrprq>riate denrand for a hearing pursr:arrt

to Article 16 of ttre Tar Law.

4. Applicant, $zron D. lenaris, was a retired ctriro@ist vrtren in 1955, he

jnvested in ttre Hotel Van Rensselaer on East llth Street, Nevu York, Neur York.

Applicant took a lease wittr an option t-o blry the hotel. Having turned a losing

protrnsition into a profitable one, applicant purctrased the Hotel Van Rensselaer in

1959. At the tifiE, he allegedly borrcrued o<tensivety frcm relatives, giving prorrF

issory notes to eactr lender.

5. appHcant, It{1zron D. Iewis, did not a[Dear at tlre forrnal hearing. A physician's

statenent stated that said applicant suffered frcrn a heart condition, which prevented

his traveling frcn Las Vegas, Nevada to New York City. A staterent tryz his attending

pttysician advised that applicant, l4yron D. Ler,rrisr wBS "follored in tire office on a

ronthly basis" and has had nrnerous hospitalizatiorrs dr,re to "...coronan1'artery

athero-sclerosis, probable left ventrisular aneurlzsn, and early congestive heart

failure. "
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6. The Special Investigations Bureau of the Departmerrt of Ta<ation and Finance

rnade an atrdi-t of ttre Nen^r York State personal inccne tax retur.n of atrplicant, gn:on D.

I-evris, for 1959. In connesbj-on witkr the audit, the Speeial Investigations Bureau

o<arnined atrplicant's bank accounts in Nei,rr York for the entire period 1955 through

1966.

7. An analysis of applicant's checklng account statenents at First National

City Bank j-n New York City shcrrred freqr:ent cash degnsits, rather tian ctreck deposits.

Of the 1959 total detrnsits of $40,100.00, $32,000.00 was deposited in October of

that year.

B. Ihe Special Investigations Bureau investigator wtro nade tfie audit was not

available to testify at the forrnal hearlng dr.re to his physical illless. The invest-

igator wtro did testify had no direct lcnourtedge of tlre rnatter, e><cept that vr?rictr he

could obtain frcm ttre file.

9. The only testirrcny as to the sor:rce of tlre cash deposits rnade to the

chedcing account of applicant, Myron D. I-emris, cane frqn his daughter viTo lived in

Philadelphia, Pennsylvania. Her recollections as to tlre source of his inosre were

inprecise.

CCD{CTJUSIOD{S OF LAW

A. That applicant, I{yron D. Leuris, failed to neet ttre burden of proof requi-red

to shcr,r that the Speciat Investigations Bureau erroneously assr-ured tkrat r:noplained

cash deposits to his ctrecJcing accorrnt in 1959 constituted ilcqre to applicant.

B. That to assess a frar-rd penalty, the r.rnderstatenent nnrst be false or fraud-

ulent wittr ttre int€nt to evade ttre ta:<; ttre Inccne Ta< Bureau did not strqr,r ttrat

applicant was gruilty of fragd wit11 tlre intent to evade tax.
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C. Ihat the Notice of Additional Assessrent Inoore Ta< for 1959 is

sustained, wittr ttre ecception of ttre fraud penalty vihich is cancelled and erccept

as so granted, tte application is in all other respects denied.

DAf,ED: Albany, Nennr york STAf,E TN( CCI&fiSSION

JAN 2IilBO
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STASE OF NEW YORK

STAf,E TA)( CCI.IT{ISSIODI

In the l{atter of the Petitions

.o f

IvIlf,ROtI D. LE {IS and SARA LEynS

for Redetermination of Deficiencies or for
Refund of Personal Incqre Ta< under Article
22 of tlre Ta< La^r for tlre Years 1960 and
1962 through L966.

DECISIO{

Petitioners, Ivllzron D. I-salis and Sara lewis, 356 Deserb Inn Road, Tas VegaSr

Nevada 89109, filed petitions for redetermj:ration of deficiencies or for refund of

personal incure ta< r-rnder Article 22 of the Ta< Laur for ttre years 1960 and 1962

through 1965 (File No. 01320).

A formal hearing was held before Edroard L. Johnson, Itrearing Officer, at ttre

offices of ttre State Tax Cormission, T\np l,br1d Trade Center, Nerar York, Nevrr York, or

April 26, 1977 at 9:15 A.M. andwas continued on october 29, L977 at 9:I5 A.M.

PeLitioners appeared by Herbert, Granoff, Esq. The Inccne Tax Bureau apgearea bryz

Peter Crotty, Esq. (lVilliam Fox, Esq., of counsel) .

rssuEs

I., Whettrcr ttre Incrcne Tax Bureau properly assessed additional inccne tax, on

thre basis that i:neplatned cash barik delnsits b1z petltioner l{1a:on D. leuris were

regarded as unretrnrted incrcne for 1960 and 1962.

II. Whettrcr a fraud penalty was properly assessed against petitioners for 1960

and 1962.

III. Vihettrer petiti-oners r,riere dsniciled in Nqr York State in the years 1963

through 1966 and, thus, were required to file inore tac returns as residents.
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FINDINGS OF FACtr

1. Petitioners, Ir{1rron D. Ierris and Sara lewis, tirrely filed ccnrlcined l{ew york

State resident returns for 1960 and 1962. Ner,,r York State inoqre tax returns r^,ere not

filed by netitioners for 1963 ttrrough L966. oy* a series of successive oonsents

o<ecuted by petitioners, tlre period of limitations for nraking assessnents of personal

inoare tax for 1960 through 1963 was extended to Jr:ne 15, 196g.

2. The rnccne Tax Bureau issued statenents of audit clrarrges and notices of

deficiencry on the dates, and in ttre annurrts vrhich follcns:

TA)( PED{ALTT II{IEREST TCNAL

4/LO/68
4/L0/68
4/29/68
4/2e/68
4/2e/68
4/2e/68

1960
L962
1963
L964
1965
L966

rcrrar,

$  1 ,125 .00
1 ,925 .98
8,959.66
3,901.  t4
1 ,941 .30

662 .65

$ 562.s0
962.94

2 ,490 .78
1 ,084 .52

539.67
],84.22

$ 471.68
s76.36

2,L70.93
7r1.18
237.42
4L.28

$ 4 ,208.q l

$  2 ,159 .18
3 ,465 .18

L3,62L.37
5,696.94
2,7L9.39

888.15

$ 28,549.rL$18,515.63 $ s,824.63

3. Petitioner lffron D. I-er^ris was a retired ch-iropodist vrtren, irr 1955, he

invested in ttre Hotel Van Rensselaer on East lltLr Street, Ner^r york, Nei,v york.

Petitioner took a lease wittr an option to buy the hotel. Having turned a }osing

protrnsition into a profitable one, petitioner lvllzron D. Leiads prrrctrased ttre llotel Van

Rensselaer jn 1959. At the tjJre, he allegedly borrcxred ectensively frcm relatives,

giving prcnuissory notes to eactr lender. The hotet was sold in Febrr:a4z of L962.

In Januarlz of 1960, petit5-oner l{yron D. I-errris wisited Tas Vegas, Nevada. lrlkrile

there, he for:nd ttre business opSnrturities inviting. He bought tr,ro or two and a half

percent of a gambling casino, the "California Clulc". After a strort. tilrE, petitioner

purchased a lease on ttre "Silver Palace clulc", which was a closed gaftling casino.

Petitioners operated ttrat club as a snalt business cortrnration (Silver palace, Inc.)

frcrn @ril of 196I r:ntil its sale i.:r October of 1963, at a capital gain of 92,000,000.00.

Tkris sale was retrnrted on petitionersr Federal j-:rcqre tax return as an installnent

sale over a forty-year period.
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4. Petitioner Mlzron D. Lenris did not appear at t}re fonnal hearing. A phys-

ician's statenent stated tlrat said petitioner zuffered frcm a heart condition, whicfi

prevented tris trarzeling frcrn Las Vegas, Nevada to Nenr'r York City. Petitioner Sara

Let,ris was allegredly busy on a full-tiJre basis, caring for her husband, Ivlyron D.

I-evris. A statenent by tris attending ptrl,sician advised that petitioner Myron D. I-erlris

was "follcrlred in tfie office on a nrrnttrly basis" and has had nurerorr.s hospitalizatiqrs

due to "...oororrdt] arteqr atlrero-sclerosis, probable left ventricular aneurlzsrn, and

early crcngestive heart failure."

5. The Special Investj-gations Bureau of the Departnent of Taxatlon and Finance

rnade an arxtlt of ttre Neral York State persoral inccne ta:< returns of petitioners,

I\qzron D. I-'garis and Sara Ls,vis, for 1960 and 1962. Nernr York State returns had not

been filed by petiticners frcnr 1963 ttrrough L966. In ooru:ection wittr that audit, the

Special Investigations Bureau exarnined petitionersr barik accotnts in New York for ttre

entire period 1955 ttrrough L966.

6. An analysis of petitioners' ctredcing acoorrnt statenen'ts at First National

City Bank in New York City shcnied frequent cash deposits, rather ttran &eck deSnsits.

In 1960, only tr,so cash deposits raere rnade, one for $51000.00 i:r Jr.ure and one

for $7,500.00 in August,. Ttre checlc drarm on the acorxrt kry petifioner lvlyron D. I-eris

for $5'000.00 on Jr:ne L5, L960 was extribited at ttre hearing. It had been deposited

on June 17, L96A. The alleged cash deposit, dated Augtrst 5, 1960, prorzed to be a

cfred< deposit, the slip for wtrj-ctr was ortrjlrited at tlre hearing,

EVidence was not presented as to cash deposits to bank aceor:nts of trntitioners

in 1962. The Special Investigations Bureau dtd find that deposits of $341800.00 had

been rnade to the barik accounts of relatives of petitioners. Ttrese deposits r,rere

asserEed to have been cash deposits and r^ere deposits attributed to petitioners, and

treated as ttreir r.:ndisclosed taxable inccne in the notices issued in ttrem.
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7. fhe Special Investigations Bureau investigator viho nrade ttre audit was not

available to testifiz at ttre forrnal hearing, due to his physical illness. The in-

vestigator wtto did testify had no direct knonledge of tlre rnatter, e>.oept that wtrich

he could obtain frcm the fi1e.

8. Ttre only testinony as to the sor:rce of the cash deposits nrade to tlre

checJring account of petitioner lrfi4rcn D. Lew*is cane frcm his daugtrter who lived in

Philadelphia, Perunsylvania. Her recollectlons as to the soure of his jncone were

irq>recise. She kner'r nottring of detrnsits to bank accounts of relatives.

9. Petitioners, Mlzron D. lenris and Sara lewis, rented an aparErent at 30 East

9th Street' Neiv,r York, Ner,r York, pursuant to a r,'ritten lease and rensuals ttrereof fncm

l4ay 16, 1955 to scnetjrre in 1967. Petitioners left the apartrent vrtren tkrey ltent to

Ias Vegas' Nevada in 1960. ftreir daughter and ottrer relatives r:sed tlre apartfient as

a pied-a-terrre throughout the period Januarlz 1962 ttrrough L966. petitioners,

l4yron D. Lewis and Sara Levris, stayed in ttre apartsrent for a veek or so several tines

a year, whenever ttrey returned to Nerv york Cier betv,,een 1962 and 1966. Acrcrding to

the unoontradicted testinrrny of Helen Sorer, the only daughter of petitiorer ir{1ron D.

I-euis, petitioners spent no IIDre ttran a total of a fer^r r^Eel<s at the Ner^r York aparb-

nent after JuIy of 1962.

10. Petitioners, Ir4lzron D. I-erads and Sara Leiris, have resided in l,as Vegas since

December of 1960. Ttrey lived in a hotel until they Leased an atrnrtsrent at 401 Norttr

7th Street, Las Vegas, Nevada, as of July 1, L962. On June 27 | L966, ttrey ncnred to

356 Desert Inn Road, Las Vegas, Nevada. Nr-urerous telephone biIls, hcne and car

insurance trnlicies, and utility bil1s rlere o<tribited to shcmr the continuity of

petitioners' residencre in las Vegas. Both petilioners registered and voted in Nevada

in L964.
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11. Both petitioners rnade wills in Novenber of 1963, descrjbing ttronselves as

residents of 401 North Tttr Street, Las Vegas, Nevada. The wi11s lere drann by

petitioners' New York City attorney, and aII tkrree attesting witnesses resided in Nsr

York City.

L2. Petitioners, lvlyron D. Lerrris and Sara I-ewis, filed Federal personal incqre

tax returns from their Las Vegas address. the sna1l busi:ress corporation inccrre tax

return for Silver Palace, Inc. was filed frqn Tas Vegas. Ihe Internal Reverure

agentfs reporE crcvering petitioners' Federal incrcne tax returns for L963, 1964 and

1965 indicated petitioners' address as Las Vegas, Nevada.

13. Petitioners, lvtyron D. Ierads and Sara lenris, nraintained barik aceor:nts in Ner,r

York City and in Las Vegas, Nevada, fran July of L960 through 1966.

L4. No evidence wast adduced to strcrar that peUitioners filed New York Stat€

personal incore ta>< retLu:ns (or failed to file) in bad faith, or wittr ttre jltentlon

of doing wrong or of pursuing sqre sinister notive.

15. Petitioner Sara l-err'ris was knor'ringly associated with all ttre business

dealings of her hr:sband, petitioner },Iyron D. I-e^ris.

16. Petitioners' U. S. incrcne ta>< returns tor L963, 1964 and 1965 were atrdited

and their adjusted gross incore for Federal purSnses was adjr:sted as follcnps:

1963 .  $  7 ,4L7 .32
L964.  34,229.LI
L965.  12,360.00

Ttrc New York statenen'bs of audit clranges issued bV the ft>ecial Investigations

Bureau on April 15, 1968 indicated ttrat the deficiencies assessed ttrereon r,rere based

on petiUionersr net incsre as follcnr.rs:

1963.  $97 J66.60
L964. 46,86L.39
1965.  27,263.00
1966.  14,885.00

No evidence was offered as to ttre audit conducted to arrive at ttre above

figures. No inten:elationship beb^Jeen ttre Federal fignrres for ttre ttrree ccnnpn years

and the defici-encies asserted was proffered.



-6-

CODUJUSICAIS OF LA!iI

A. That petitioner's, l{yron D. I-erris and Sara l-ewis, established by credible

evidence that the alleged cash deposits rnade to their chedcing acrcount jn 1960 nere

actually checl< deposits.

B. That no evidence was adduced at the forrnal hearing to shcnv ttrat cash

deposits Ln J962 to the accounts of petitioners' relatives represented inccne attri-

butable to petiUioners for ta>< purposes.

C. That upon a petition for revieur of a denial of a refirnd or for redeter-

mination of a deficienq;, the br.rrden of proof is r4ron the petitioner rlrittr stated

exceptions, one of wtrictr is wtrere petitioner is charged wittr fraud. In that case,

the burden of proof is r4nn the Ccrffnission [Tax Laar, section 689 (e) (1) ] . Based on

"A" arrd "B" above, the Incrrne Tar< Bureau did not neet the burden of proof that

petitioners were guilty of fraud wittr the int€nt to evade ta:<.

D. That petitioners, t"lyron D. Lerrris arrd Sara l-en^ris, becane ilornicili.aries of

Nevada in July of L962, and were nonresidents of Nen^r York State frqn 1963 t}rough

1966. In the years 1953 ttrrough L966, petitioners did not spend I83 days jn Nevv York

in any one year. Ttrey raere not required to file inccne tax returns r:nder the Ta<

Iaw, since ttreir incone was frcrn non-Nerrr York sources.

E. llhat tlre petition of l4yron D. Lerr'ris and Sara lelds is granted and ttre

notices of deficienqg wittr respect to 1960, 1962 and 1963 through 1966 are cancelled.

DFIIED: Albany, Ner,r York

lAN 2 BM


