
STATE OF NEW YORK
STATE TAX COMMISSION

In the Mat.ter of the Petit ion

o f

\ { i l l i am T .  &  S iby l  l .  Go lden

for  Redeterminat ion of  a Def ic iency or  a Revis ion

of  a Determinat ion or  a Refund of

Personal  Income Tax

under Article 22 of the Tax law

fo r  t he  Yea r  ! 974 .

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

20th day of February, 1981, he served the within not ice of Decision by cert i f ied

mai l  upon Wil l iam T. & Sibyl  L.  Golden, the pet i t ioner in the within proceeding,

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

as fo l lows:

Wil l iam T.  & Siby l  L .  Golden
40  Wa l l  S t .
New York,  NY 10005

and by deposi t ing same enclosed in a postpaid

(post  of f ice or  of f ic ia l  deposi tory)  under the

Uni ted States Posta l  Serv ice wi th in the State

That deponent further says that the said

and that  the address set  for th on said wrapper

pe t i t i one r .

Sworn to before me this

20 th  day  o f  February ,  1981.

properly addressed wrapper in a

exclusive care and custodv of the

of New York.

addressee is the pet i t ioner herein

is the last known address of the



STATE OF NEI,/ YORK
STATE TAX COMMISSION

In  the Mat ter  of  the Pet i t ion

o f

Wi I I i am T .  &  S ibv l  L .  Go lden

MFIDAVIT OF MAILING

for Redeterminat ion of a

of a Determinat ion or a

Personal Income Tax

under Article 22 of tt..e

for the Year 1974.

Defic iency or a Revision

Refund of

Tax Law

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

20th day of February, 1981, he served the within not ice of Decision by cert i f ied

mail upon Roy Gainsburg the representative of the petitioner in the within

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

I.Jrapper addressed as fol lows:

Mr. Roy Gainsburg
Szo1d, Brandwen, Meyers & Al-tman
30 Broad St .
New York ,  NY 10004

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 rdrapper is the last

Sworn to before me this

20 th  day  o f  February ,  1981.



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

February  20 ,  1981

I^l i l l iam T. & Sibyl  [ .  Golden
40 Wa1l  S t .
New York, NY 10005

Dear  Mr .  &  Mrs .  Go lden:

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

You have nol'e exhausted your right of review aL the administrative level.
Pursuant to sect ion(s) 690 of the Tax Law, any proceeding in court  to review
an adverse decision by the State Tax Comnission can only be inst i tuted under
Art ic le 78 of the Civi l  Pract ice Laws and Ru1es, and must be commenced in the
Supreme Court of Lhe State of New York, Albany County, within 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
Albany,  New York 12227
Phone # (518) 4s7-6240

Very truly yours,

STATE TAX COMMISSION

Peti t ioner '  s Representat ive
Roy Gainsburg
Szold, Brandwen, Meyers & Altman
30 Broad St .
New York, NY 10004
Taxing Bureaut s Representat ive



STATE OF NEW YORK

STATE TAX CCI4MISSION

In the l4atter of the Petition

of

WILLIEM T. and S]BYL L. GOLDEN

for Redeterrnil,ation of a Deficienq,z or
for Refi:nd of Personal Inoonre Tax urder
Article 22 of the Tax Law for ttre Year
r974.

DEPISION

Petitioners, William T. ard Sibyl Colden, his wife, 40 Wal1 Street,

New York, New York 10005, filed a petition for redeterrnination of a deficienqg

or for refurd. of personal inccrne ta:< r:rder Article 22 of ttre To< Iaw for tlre

yenr L974 (File lilc. 20830).

A fonnal hearing was held before Herbert Carc, Hearing Officer, at the

offices of ttre State Tax Connuission, Tlvo tr{orld Ttade Center, Nern/ York, Nevr York,

on Ithrch 22, 1979 at 10:45 A.M. Petitioners appeared by Szold, Bnardwen,

lbyers & Altnnn, Esqs. (Roy Gainsbtrrg, Esq., of oounsel) . Ihe Ar:dit Division

appeared by Peter Crotty, Esq., (Paul A. I€fekxnte, Esq., of oounsel).

ISSUE

Whether the Audit Division allocated to exerpt incone a reasonable

proportion of the ta:<payersr expenses which were attributable both to tacable

ard exenpt j-ncqne.

F]NDI}IGS OF FACT

I. B1z lbtice of Deficiency dated Septenrber 26t 1977, the Alrdit Division

asserted a deficienq,z because of petitioners' faih:re to add oq)enses attrjlartable

to New York ta< exerpt incqre to Fedenal adjusted gross incone in arriving at

New York adjusted gross incone for the ye-nr 1974.
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2. Petitioners relnrted inccnre of $823,363.00 of rarhich $400,622.00 was

interest on U.S. Ifeasurlz Bills.

3. Petitionss' irdirect office erq)enses totalled $1501869.00 of which

the Audit Division allocated $731408.00 to ta< ocenpt inccrne, said expenses

being allocated j-n the sarre proportion as er<enpt inone bore to total incrcne

($4001622.00 [exery>t inccne] divided by $gZ:1363.00 ftotal incqne] equals

48.652 X $150,869.00 [total expensesl egr:als 973,408.00).

4. Petitioner William T. Golden is an investor, h-rying ard selling

securities, prjrrnrily equity stocks, for hjmself ard his w"ife, petitioner

Sibyl L. Golden. For this purpose, William T. Go1den nraintajns, togrethen wittr

ttvo other investors, an office at Roqn 4201, 40 Wa1l Street, llew York, Nev,r

York 10005. Emplqged in such office are investment analysts, an accountant,

secretaries ard clerks. Ttrey are all ewployed, anl were so enployed in L974,

prirrarily for the purpose of advising ard aiding }tu. Colden ard ttre otlrer trlo

investors in nral<ing equity irnrestments for ttrsnselves ard other nenrbers of

their farnilies.

5. As stated above' petitioners invest primarily in equity securities.

If ttrey did not so invest, IlFc. @lden would not operate ttre office at 40 Wall

Street or need to incr:r tLre e4>enses threrefor. Hor€ver, at certain times,

such as in L974, for certain ecrrrrqnic, financial or administrative reasons,

petitioners did not want or crculd not have all of their assets invested in

equity secr:rities. Consequently, any cash not so invested in equity securities

was in 1974 used to purcLrase u.s. TLeasr:r1z Bills for petitioners.

6. Ttre purchase ard sale of U.S. Treasurlz Bj_Ils, ard ttre decisions

relating thereto, are strictly adrninistrative ard ninisterial acts. Ib investment

arnlysis is needed or used therefor. A bank is sinpty jnstructed to purchase

the Bills. ft is sinpler tlnn opening a savings account. When tlre BiIIs
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expjre, ttrey are autcrnatically renen^red by ttre banl< r:nless instructed othrerwise

by the 40 WaIl Street office.

7. As a result, little or no time of tlre 40 WalI Street office personnel

is spent in connection with tLre purchase or sale of U.S. Tteasu4r Bills. In

L974, approximately one hor:r per week was spent b1z Michael M. I(el1en, one of

the inves'inent analysts in ttre office, in connection with ttre pr:rchase ard

sale of T?easury Bills. In addition, approxjrntely one hor-r per week was

spent by John T. Shea, ttre accourrtarrt in ttre office, in this coru:ection. Nc

other tine of tlre office personnel was spent on ttr-is natter. Ttre hourly

salary rate paid }fr. IGllen in L974 was $14.29, so tlrat ttre total trnrtion of

his salary attributable to tLre purchase ard sale of Tteasurlr Bills dr:ring tLre

fifty-tr^o weelcs of l-974 was $743.08. Similarly, the hor-rrly salary rate of !tr.

Shea in 1974 was $l-6.48, so that ttre total portion of his salarlz attrilartable

to tle purchase ard sale of TLeasr,rrlz Bills dr:ring the fifty-blo weeks of 1974

was $856.96. Consequently, the total salarlz of thre office staff attributable

to the purchase ard sale of Tteasr:r1z BiLls in L974 was $11600.04.

8. The total payroll of tLre 40 WaIl Street office in L974 was $202,108.75.

ILrus, .79 pencrent ($1,600.04 divided W $202,108.75) of the office salary in

1974 was attrijrutable to tlre pr.rchase ard sal_e of U.S. treazury Bi1ls.

9. Petitioners conterded that a rncre fair ard reasonable allocation of

expenses would be to attribute .79 percent of total el<penses to o<enpt inccrne,

said percentage representirrg the proportion of office salarlz e><clusively

devoted to ttre purchase ard sale of Tteas:r1z Bi11s. (.79 percent X 91501689.00 =

$11191.87.) Petitioners acoordingly conterded Lhat ttre total addition to

Federal adjusted gross incqne should be $7,254.00 (91,191.82 + 96,06r.90

[djrect e4>enses] = $7,253.87, rourded off to $7,ZS4.OO).
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10. Ttrat decision to hold liquid assets as Tfeasurlz Bills was made prior

to L974, but is revj-ewed once or twice per year.

11. Sofie tirne is spent by tkre 40 WalI Street office persoru:el determining

tLre relative desjrability of Tteasury Bills of different lengttrs of maturity.

12. TLre 40 WaIl Street office is rnaintained for ttre prrrpose of rnarnging

ard investing tlre assets of tlre associates. The proportion of tlre firm's

assets which are held in liquid form to wit: as Tteasr:r1z Bi11s, is determined

by t}re firm's decisions to br-ry or selI equity secr:rities based upon its analysis

ard judgenent concerni-rrg the investrent. rnarket as a whole. A decision to buy

or sell stock necessarily entails a chnnge in tlre firm's trnsition in Treasrrrlz

Bil-ls.

13. Office expenses of the 40 Wa1I Street office r,uere divided by ttre

assocj-ates aIIDng tkrernselves according to ttre market value of the assets in ttre

portfolio of each associate, includ.ing equity secr.rrities ard teasurlz Bilts.

COI{CLUSIONS OF LAI^I

A. Ttrat petitioners' prolnsed allocation of irdirect ercpenses is not

reasonable urder ttre facts because the arnor,:rrt of tine allegedly spent by ttre

office enployees on the pr:rely rninisterial ard admini-strative tasks e><clusively

relating to the purchase ard sale of fteasurry Bil1s bears no logical connection

to the irdirect expenses fajrly allocable to tax ocenrpt incone. Urder peti-

tionersr tkreory, the hours exclusively spent on Treasury Bills lvrculd be direct

expenses' i.e., those related to particular class of inone. Such o<penses do

not reflect the trnrtion of j:ldirect e>penses attrilartable to ocerpt or taxable

inccne, especially since no qzidence was offered irdicating tlre ccnparable

direct expenses attrj-butable to taxable jnoqne.
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B. That the papoll expenses incrrrred b1z virtue of the purely ministerial

ard adrninistrative functions related to the pr.rrchase ard sale of Ifeas::12

Bills wene not the only payroll eq)enses incurred wittr regard to Tteasurlz

Bills, since the investrent analysis fi:nctions of ttre office ard ttre decisions

resulting therefrcrn determined the proportion of assets held in liquid form as

Tfeasury Bills. A decision to buy or selI equity securj-ties was conccnr:itantly

a decision to alter the firm's liE:idity ard ttrus hry or sell Iteasurlz Bills.

C. Ttre Audit Divisionr s allocation of indirect e<penses was fair ard

reasonable urder the facts presented e:<pecially considering that ttre assocj-ates

allocated office expenses arlpng thrernselves in a nenner sjmilar to ttrat utilized

by tte Departnent in allocating openses attrjJa:tab1e to ecenpt ard taxable

inccrne (20 NYCRR II6.2[e], n<ample 1).

D. The Notice of Deficiency is sustained ard tlre petition of Willian T.

ard SiJcyl L. Go1den is denied.

DATED: A1barry, New York

FEB 2 0 1981


