
STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

A. Byron & Sal ly Ann Col l ins
AFT'IDAVIT OF MAITING

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 22 of the Tax Law
for the Years 1974 & L975

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 3rd day of Apri l ,  1981, he served the within not ice of Decision by
cert i f ied mai l  upon A. Byron & Sal ly Ann Col l ins, the pet i t ioner in the
within proceeding, by enclosing a true copy thereof in a securely sealed
posLpa id  wrapper  addressed as  fo l lows:

A. Byron & Sal ly Ann Col l ins
RD' ,#2
C4nfsteo, NY L4823

,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
herein and that the address set
o f  the  pe t i t ioner .

Sworn to before me this
3 r d  d a y  o f  A p r i l ,  1 9 8 1 .

Lhat the
forth on

sa id  addresFee
said wrapper is

/

is the pet i t ioner
the last



STATE OF NEI,I/ YORK
STATE TAX COMMISSION

f n the Mat ter  of
o f

Byron & Sal ly

Pet i t ion

Co l l i ns

the

AnnA .

AFFIDAVIT OF MAIIING

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 22 of the Tax Law
for the Years 7974 & I97

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  3rd  day  o f  Apr i1 ,  1981,  he  served the  w i th in  no t ice  o f  Dec is ion  by
cert i f ied mai l  upon Arnold Pet.ral ia the representat ive of the pet i t ioner in
the within proceeding, by enclosing a true copy thereof in a securely sealed
postpa id  v r rapper  addressed as  fo l lows:

Mr .  Arno ld  Pet ra l ia
811 F i rs t  Federa l  PLaza
Rochester ,  NY I46L4

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
of the pet i t . ioner herein and that the address set forth on
Iast known address of the representat ive of the pet i t ioner.

the representat ive
said wrapper is the

Sworn to before me this
3 r d  d a y  o f  A p r i l ,  1 9 8 1 .



STATE OF NEW YORK

STATE TAX COMMISSION

In the l{atter of the Petition

o f

A. BYRON COIIINS and SAtrLY ANN COIf,INS

for Redetermination of a Deficiency or
for Refund qf Personal fncome Tax under
Article 22 of the Tax Law for the Years
1974 and 1975.

Whether petitioners lrere

thus were entitled to deduct

DECISION

Peti t ioners, A. Byron Col l ins and Sal ly Ann Col l i rs,  RD /12, Canisteo, New

York 14823' filed a petition for redeternination of a deficiency or for refund

of personal income tax under Article 22 of the Tax Law for the Years 7974 and

1975 (3i1e No. 2001r.)  .

A formal hearing was held before Jul ius E. Braun, I lear ing Off icer,  at  the

offices of the State Tax Corurission, One Marine Midland Plaza, Rochester, New

York'  on July 16, 1980 at 9:15 A.M. Pet i t ioners appeared by ArnoLd Petral ia,

Esq. The Audit  Divis ion appeared by Ralph J. Vecchio, Esq. (J.  El len Purcel l ,

Esq.  n  o f  counse l ) .

ISST]E

engaged in a business activity

losses incurred in operat ing a

FINDINGS OF FACT

for prof i t  and

catt le ranch.

1. On June 27, 1977, the Audit  Divis ion

against petitioners in which farm losses qrere

183 of the Internal Revenue Code for the years

i n  t a x  w e r e  $ 1 2 , 3 5 1 . 8 6  f o r  1 9 7 4  a n d  9 1 2 , 8 5 2 . 7 5
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STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

A p r i l  3 ,  1 9 8 1

A. Byron & Sa1ly Ann Col l ins
RD II2
Canisteo, NY 14823

D e a r  M r .  &  M r s .  C o l l i n s :

Please take not ice of the Decision of the State Tax Cornmission enclosed
herewith.

You have now exhausted your r ight of  review at the administrat ive level.
Pursuant to sect ion(s) 690 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  Pract ice 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  o f  th is  no t ice .

Inquir ies concerning the computat ion of tax due or refund al lowed in accordance
wi th  th is  dec is ion  may be  addressed to :

NYS Dept.  Taxat ion and Finance
Deputy Commissioner and Counsel
Albany, New York 12227
Phone # (518) 457-6240

Very truly yours,

STATE TAX COMMISSION

cc:  Pet i t ioner 's  Representa t ive
Arnold Petral ia
811 First  Federal  Pl-aza
Rochester,  NY 14614
Taxing Bureau' s Representat ive
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2. Pet i t ioners t imely f i led 1974 and 1975 State income tax returns.

Losses  f rom fa rm opera t ions  fo r  sa id  years  were  $931035.37  and $951005.34

respectively. Their farm, known as ABC Ranch, had been in operation since

7969. I ts records of account were maintained on a double entry cash basis by

a l icensed publ ic accountant.

3. Petitioner Byron Collins spent between Len to fifteen hours per week

on the farm in supervision and an additional ten hours per week in maintaining

records and keeping current on cattle ranching. He spent extensive time

reading journals and books, at tending a catt lemen's course and attending

seminars. He rel- ied oR experts to run his catt le operat ion, to purchase

catt ler to obtain reports concerning feasibi l i ty of  land use, to assist  in the

acquisition of equipment and generally to assist in the operation of the farrn.

He did extensive advertising on behalf of ABC Ranch, and entered cattle in

shows and won numerous awards for his cattle. On JuIy 18, 7976, a field day

was held at the ABC Ranch on behalf of Lhe New York Junior Hereford Association.

On or about February 25, 1976, Byron Collins made twenty-five steers available

to the State University of New York at Alfred, New York for a beef cattle

seminar.  On occasion, he eold bul ls at a loss and loaned bul ls to other

fa rmers .

4. Idhen Byron Colline entered the beef cattle busLness in 1969, he

understood that it would take between five to eight years to show a profit.

One of the major problems in establ ishing a purebred catt le farm is "sel l ing

the people on the right kind of cattle to buy". Expert testimony indicated

that in New York the minimum time for a beef cattle ranch to show a profit is

eight to ten years, assuning ideal condit ions. In 1969, when Byron Col l ius

began to devote substant ial  resources to the beef catt le business, his reasons
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for engaging in the activity were to develop a seed stock breeding herd.

During the years 1969 through 1976, he was attempting to establ ish a business

reputation in the beef cattle industry as a breeder of superior breeding stock

for New York catt lemen. In 1973, the catt le industry experienced a severe

downturn due to traditional market forces known as the beef cycle. Due to the

fact that there qrere too many catt le avai lable for s l-aughter,  catt lemen were

not expanding their herds and consequently were not buying prime breeding

stock from breeding stock producers such as the ABC Ranch. Rather than sel l

the ABC Ranch pr ime breeding stock at s laughterhouse pr ices, a business decision

was made to retain the breeding sLock and expand the herd to wait  for the

swing in the beef cycle towards an upward trend in pr ice. The low pr ices

result ing from the beef cycle lasted unt i l  L977.

5. Byron Col l ins consulted with Lochrane A. Gary between the years 1969

and 7979 on a regular basis including phone cal ls approximately six to eight

t imes per year for an hour each t ime and personal v is i ts by Mr. Gary to the

ABC Ranch three or four times during each year. lochrane A. Gary' s background

included thir ty years of experience in the beef catt le industry including

thir teen years of experience at a professional level.  In addit ion, he possessed

an M.S. degree in animal science and approximately thir ty-f ive hours of post

graduate work in reproductive physiology, genetics, animal physiology and

ranch management.  He has wri t ten approximately forty art ic les relat ing to

animal science and animal management. Byron Collins purchased his foundation

herd in large part  in Montana. At the t ime he purchased his herd, i t  was the

opinion of experts in the f ie ld that hereford catt le could be transported

between di f ferent geographical  locat ions in the country with no adverse impact

upon the catt le.  Recent scient i f ic evidence indicates that animals transported
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from Hontana to New York do not adapt very quickly and oftentimes faiL to

breed and perfonu as they did in their original environ[ent. In an effort to

make the ABC Ranch more productive, Lochrane A. Gary and his wife, Karyn also

an erpert in animal science, assisted Byron Collins in culling unproductive

animals in Byron Col l insr herd. Mr. and Mrs. Gary produced a land use and

capability study for the ABC Ranch in L977. In the opinion of Mr. Gary, Byron

Col l ins kept.  proper records for a beef catt le ranch. Hr.  Gary, who has been

on "scoresr of so-cal led hobby farms, descr ibed Byron Col l ins'  ranch as not

poseessing any of the character ist ics of a hobby farn. In Mr. Gary's opinion,

Byroa Collins had followed the right steps to establish a profitable purebred

cattle farm and was doing everything he could to operate the ABC Ranch at a

pro f i t .

6.  During the years 1970 through 1977, Byron Col l ins wag in contact with

an individual in the beef cattle industry named Ed Brown, whose background in

the beef catt le business consists of thir ty years expet ience in every posit ioa

from barn sweeper to farm manager. Ed Brown currently owns his owa farm with

approximately one hundred head of catt le.  In 1971, Mr. Brown asslsted Byron

Collins in purchasing twenty of the best cows on the Blakely Ranch, Charlestown,

t*lest Virginia. At the time Ed Brown visited the ABC Ranch in 1971, he found

that Byron Collins \das operating the ranch in a practical manner. After 197L,

Byron Collins and Mr. Brown traveled to the western United States for the

purpose of selecting breeding stock for the ABC Ranch. During this time, he

asked for and received expert advice from Mr. Brown on making selections of

cattle. In the years which followed the trips out $rest, they kept in contact

over the phone and through personal visits. Their conversations were about

the cattle business. During this tine, in the words of Ed Brown, Byron Collins
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"picked his brains" concerning the catt le business. In 1974 and 1975, Byron

Collins attempted to get Mr. Brown to work for him on the ABC Ranch and combj-ne

their two operations. Mr. Brown recommended an employee to Byron Collins whom

Byron Col l ins ul t imately employed. In the opinion of Ed Brown, the methods

employed by Byron Colt ins to establ ish his seed stock herd, i .e.  showing the

catt le in fairs,  was the "number one way" to go in establ ishing the nane of

the herd. Also, in the opinion of Ed Brown, Bryon Col l ins was attempting to

run the ABC Ranch as a profitable business and he would not have operated the

ranch di f ferent ly in any major way. During the ent ire period from 1969 through

to the present,  Byron Col l ins has maintained proper records of the crops grown

on the ABC Ranch with which to feed the beef catt le,  and proper records for a

purebred hereford catt le ranch.

7 .  Byron  Co l l ins  has  inves ted  approx imate ly  $357r000.00  in  mater ia ls ,

capital ,  equipment,  land, and bui ldings to date. I t  is ant i -c ipated that in

1980 the ABC Ranch wi l l  show an economic prof i t ,  exclusive of depreciat ion.

The present fair  market value of the land and bui ldings of the ABC Ranch is

approx imate ly  9718,000.  00 .

8. During the course of the audit  conducted

four and one-half hours r{rere spent during one day

New York State, approximately

the office of the accountant

by

a t

for ABC Ranch. Fol lowing the tax examiner 's audit ,  his ini t ia l  conclusion \{as

that the return should be accepted as f i led but he was overruled by his supervisor.

An audit was conducted by the Internal Revenue Service for the taxable year

1973 in which the issue was raised as to whether Byron Col l ins was operat ing

the ABC Ranch with an intent to make a prof i t .  on November 14, 1975, the

Internal Revenue Service issued a no change let ter to Byron and Sal ly Col l ins

indicat ing that the reLurn was accepted as f i led. During the course of the
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audi-t by the fnternal Revenue Service, the auditor spent approxinately three

days on the audit, a portion of which time was spent on the ABC Ranch Looking

at the three farms which comprised the ABC Ranch.

CONCLUSIONS OF LAW

A .

engaged

prof i t

during

of the

B .

and the

That the pet i t ioners, A. Byron Col l ins and Sal ly Ann Col l ins, were

in the business of purebred cattle ranching with an intent to make a

during 1974 and 1975; therefore, the losses experienced were deduct ible

said years without regard to the limitations set forth in section 183

Internal Revenue Code.

That the petition of A. Byron Collins and Sally Ano Collins is granted

Notice of Def ic iency issued June 27, 1977 is cancel led.

DATED: Albany, New York

APx u g tg8l


