
STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Sarah Korein, Indiv.  and as Executr ix of
The Estate of Is idor Korein

AFFIDAVIT 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
t969 & r .970.

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 25th day of Sept.ember, 1981, he served the within not ice of Decision by
cert i f ied mai l  upon Sarah Korein, Indiv.  and as Executr ix of,  The Estate of
Is idor Korein 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:

Sarah Korein, fndiv.  and as Executr ix of
The Estate of Is idor Korein
240 Central  Park South
New York, NY 10019

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
herein and that the address set forth on said wrapper is
of the pet i t ioner.

is the petit ioner
the last known address

Sworn to before me this
25 th  day  o f  September ,  1981.

I

I



STATE OF NEW YORK
STATE TAX CO}TMISSION

In the Matter of the Petition
o f

Sarah Korein, Indiv.  and as Executr ix of
The Estate of Is idor Korein

AFFIDAVIT OF MAITING
for Redeterminat ion of a Def ic iency or a Revision
of a Determination or a Refund of PersonaL lncome
Tax under Article 22 of the Tax law for the Years
1 .969 & 7970.

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 25th day of September, 1981, he served the within noLice of Decision by
cert i f ied mai l  upon Lawrence N. Fr iedland the representat ive of the pet i t ioner
in the within proceedinS, by enclosing a true copy thereof in a securely sealed
postpa id  wrapper  addressed as  fo l lows:

lawrence N. Fr iedland
1 0  E a s t  5 3 r d  S t .
New York, NY L0022

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 Posta1 Service within the State of New York.

That deponent further says that the said addressee is the representative
of the pet. i t ioner 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
25th day of September, 1981.

,-../



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY, NEW YORK 12227

September 25,  1981

Sarah Korein, Indiv.  and as Executr ix of
The Estate of Is idor Korein
240 Central Park South
New York, NY 10019

Dear  Mrs .  Kore in :

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

You have now exhausted your right of review at the administrative Ievel.
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 Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 rnonths from the
date of this not ice.

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

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

Very truly yours,

STATE TAX COHMISSION

cc:  Pet i t ioner 's  Representa t ive
Lawrence N. Fr iedlar id
1 0  E a s t  5 3 r d  S t .
New York, NY 14022
Taxing Bureauf s Representative



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

SARAH K0REIN, Individually and as Executrix
of TIIE ESTATE 0F ISID0R KOREIN:

for Redeterminat ion of a Def ic iency or for
Refund of Personal Income Tax under Art ic le 22
of the Tax Law for the Years 1969 and L970.

Pet i t ioner,  Sarah Korein,

Is idor  Kore in ,  240 Cent ra l  Park

pet i t ion for redeterminaLion of

tax under Art ic le 22 of the Tax

DECISION

individual ly and as executr ix of the Estate of

South ,  New York ,  New York  10019,  f i led  a

a def ic iency or for refund of personal incone

Law for the years 1959 and 1970 (Fi le No.

12178) .

A formal hearing was held before

off ices of the State Tax Commission,

York ,  on  June 27 ,  1979 a t  1 :15  P.M.

Esq. The Audit Division appeared by

c o u n s e l ) .

Edward Goodel l ,  Hearing Off icer,  at  the

Two Wor1d Trade Center,  New York, New

Peti t ioner appeared by Lawrence N. Fr iedland'

Peter  Cro t ty ,  Esq.  ( I rw in  Levy ,  Esq. ,  o f

ISSUES

I .  Whether,  as to the taxable year 1969, the Audit  Divis ion properly

adjusted the i tem of capital  gain by the sum of $11,050.00, thereby increasing

the  taxab le  income fo r  sa id  year  f rom $71,926.88  to  $82,976.88 .

I I .  lJhether,  as to the taxable year 1970, the Audit  Divis ion properly

d isa l lowed c la imed char i tab le  cont r ibu t ions  as  deduct ions  to ta l ing  $10 '840.00 .

I I I .  Whether,  as to the taxable year 1970, the Audit .  Divis ion properly

d isa l lowed misce l laneous deduct ions  to ta l ing  $203,393.48 .
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FINDINGS Otr FACT

1. Pet i t . ioner,  Sarah Korein, and her husband, Is idor Korein (now deceased),

timel-y filed a New York State Combined Income Tax Return for 1969 and a joint

New York State Income Tax Resident Return for 1970.

fsidor Korein died on l lay 27, t976 and pet i t ioner,  Sarah Korein, was

appointed executr ix of his esLate.

2, Pet i t ioner,  Sarah Korein, and said decedent,  Is idor Korein, duly

executed a consent extending the period of l imitat ion for the assessment of

personal income taxes for the taxable years 1969 and 1970 to Apri l  15, 1975.

3. 0n September 11, 1974, the Income Tax Bureau issued a Statenent of

Audit  Changes against pet i t ioner,  Sarah Korein, and her husband, decedent

Isidor Korein, for addit ional New York State income tax due for the year 1969

in the sum of $1,547.01 and for addit ional New York State income tax due for

the  year  7970 in  the  sum o f  $31,963.15 .  On Apr i l  14 ,  1975,  the  fncome Tax

Bureau issued a Not ice of Def ic iency to pet i t ioner Sarah Korein and her husband,

Isidor Korein, for the tax years 1969 and 1970, assert ing tax def ic iencies for

sa id  years  to ta l inC $33,510.L6 ,  together  w i th  in te res t  thereon o f  $8 ,132.91 . .

4. Pet i t ioner and her said husband, Is idor Korein, t imely f i led a pet i t ion,

sl , rorn to July 11, 1975, for redeterminat ion of def ic iency or for refund of

personal income tax for the tax years 1959 aqd 1970.

Subsequent to the death of Is idor Korein, Sarah Korein f i led a perfected

pet i t ion individual ly and as executr ix of Estate of Is idor Korein for redetermi-

nation of deficiency or for refund of personal income tax for the tax yearg

1969 and 1970, which said pet i t ion was based on the same grounds as the aforesaid

prior pet i t ions, sworn to July 11, 1975, except that i t  d id not include ground

numbered " iv" of  the pr ior pet i t ion.
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5. Pet i t ioner and her husband, Is idor Korein, were engaged in the business

of real  estate invesLments.

6. (a) The decedent,  Is idor Korein, and one Leon Salwyn were the sole

stockholders of Burbank Realty Corp.,  a New York corporat ion, incorporated in

1955, for the purpose of owning and operat ing real estate.

(b) Schedule D of Federal  Forn 1040 for the year 1969, f i led on behalf

of  pet i t ioners, showed a long-term capital  gain computed on a cost basis of

$22,100, result ing from 'rdistr ibut ions received in conplete l iquidat ion of

Burbank  Rea l ty  Corp . ' r .

(c )  The a foresa id  Not ice  o f  Def ic iency  issued Apr i l  14 ,  1975,  d isa l low ing

the  sa id  cos t  bas is  o f  $22,100,  ad jus ted  the  cap i ta l  ga in  o f  Is idor  Kore in  fo r

the year 1969 by the sum of $111050.00, thereby increasing taxable income for

the  year  1969 f rom i77 ,926.B8 to  $82,976.88  and,  accord ing ly ,  asser t ing  add i t iona l

New York  S ta te  tax  due fo r  1969 o f  $1 ,547.01 .

(d) The 1967 Unit.ed StaLes Corporation fncome Tax Return of Burbank

Rea l ty  Corp . ,  p repared by  Har r is ,  Ker r ,  Fors te r  &  Company,  cer t i f ied  pub l i c

accountants, stated in schedule L thereof that the total amount of the capital

stock of said corporat ion was the sum of $28,900; and the information furnished

by the said accountants to the said Is idor Korein in connect ion with their

rr instruct ions'r  to him t ' for f i l ing New York State Tax Rettrns' t  for the t tyear

ended 5137/68",  sLated that his interest in Burbank Realty Corp. was 76.5

percent thereof.

(e) Based upon the aforesaid tax return and information described in

subparagraph (d) above, i t  was conceded at the formal hearing herein by counsel

for the Audit  Divis ion that the pet i t ioner had establ ished the basis for the

capital  gain in 1969.
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7. (a) Schedule B of the joint  New York State Income Tax Resident Return

of pet i t ioner and decedent,  Is idor Korein, for the tax year 1970, claimed the

sum of $10'840 as a deduct ion for contr ibut ions, which said deduct ion was

disal lowed by the Not ice of Def ic iency issued Apri l  14, 1975, thereby assert ing

an increase in taxable income for the tax year 1970 by said sum of $101840.

(b) Counsel for the pet iLioner was accorded addit ional t ime at the

aforesaid fornal hearing to submit to counsel for the Audit Division, checks

substant iat ing said deduct ions of $10,840 for contr ibut ions and also to submit

to him evidence establishing the tax exempt status of certain organizations to

which i t  was claimed contr ibut ions had been made as aforesaid, which said

checks and docurnentation would then be forwarded to the Hearing Officer herein

for his examinat ion and considerat ion.

(c) By let ter dated March L2, 1981 addressed by counsel for the Audit

Divis ion to the Heari-ng Off icer herein, a copy of which said let ter was sent to

counsel for the pet i t ioner,  the said Hearing 0ff icer was "advised that this

off ice has not received any support ing documentat ion that the pet i t ioner 's

attorney had volunteered to subnit at the hearing in the above matter."

8. Pet i t ioner and decedent,  Is idor Korein, c laimed "Miscel laneous Deduct ionsrr

total ing $203,393 in their  jo int  New York State Irrcome Tax Resident Return for

the tax year 1970. Said sum, claimed to be deduct ible as a fraud loss, and

disal lowed in the Not ice of Def ic iency issued Apri l  14, 1975, is based on the

fol lowing claims:

(a) Pet i t ioner and her brother,  El i  Rabin, were engaged as partners in

the business of real  estat.e investnents. El i  Rabin died on August 8, 1964.

(b) f t  is c laimed by the pet i t ioaer that subsequent to his death, she

discovered that she had been defrauded by him t.o the extent of said sun of
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$203,393 in connect ion with var ious real estate ventures in which she and her

said brother had been i-nvolved as partners.

(c) One of the real estate ventures in which the pet i t ioner and EI i

Rabin were partners was Park House Rea1ty Co. ,  with off ices located at 12 East

86th Street.  Pet i t ioner claims that a check, dat.ed June 8, 1960, made payable

to her order for the sum of $501000 by Park House Realty Co.,  and signed by El i

Rabin on behalf  of  the maker,  represent. ing part  of  her distr ibut ive share of

the proceeds of sale of the property owned by Park House Realty Co.,  was never

received by her and that her name was fraudulently endorsed thereon.

(d) I t  is further claimed by the pet i t ioner that af ter the death of

her said brother,  EI i  Rabin, she caused a review to be made of her accounts

with him and that it was reported to her that she had been defrauded in the

amount of $146r055.55 in relat ion to the var ious partnerships in which she and

her brother had been involved in addit ion to the aforesaid check for $50,000

o r ,  a l l e g e d l y ,  a  t o t a l  o f  9 1 9 6 , 0 5 5 . 5 5 .

9. (a) f t  appears that the pet i t ioner commenced a proceeding in the

Surrogaters Court ,  Kings County, against the Estate of EI i  Rabin to recover the

monies she claimed to be due to her and, paral lel  to Lhat proceeding, also

inst l tuted an arbi trat ion proceeding before the American Arbi trat ion Associat ion

againsL the said estate. I t  also appears that at  approxirnately the same t ime

the Estate of El i  Rabin commenced an act ion against Sarah Korein in the Supreme

Court,  New York County, for an account ing.

(b) No judgment of any court or determination of any arbitral tribunal

was offered or introduced in evidence in this proceeding by or on behalf  of  the

pet i t ioner with respect to the claim made by pet i t ioner in this proceeding that

she su f fe red  a  loss  o f  $196,055.55  as  a fo resa id  o r  o f  any  par t  thereo f .
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10. (a) In December 1970, approximately six years after the commencement

of the proceedings and act ion mentioned in paragraph t tgt '  above, a sett lement

thereof was effected pursuant to written agreement of settlement by and between

the pet i t ioner and the Estate of EI i  Rabin.

(b) Neither said sett lement agreement nor a copy thereof was produced

on behalf  of  the pet i t ioner at the fornal hearing herein, but counsel for the

pet i t ioner stated at said hearing that he would attempt to f ind a f inal  copy

thereof and send i t  to counsel to the Audit  Divis ion, together with the checks

referred to in paragraph "7" above. Counsel for the Audit  Divis ion stated in

his aforesaid leLter to the Hearing Off icer herein, dated March 12, 1981, that

he had not received trany supporting documentation't.

(c) Counsel for the pet i t ioner stated at the formal hearing herein

that " the act ion was sett led by her purchasing the assets of the estate and she

gave up her claims'r  and again, that " the agreement just states, and this I

remember the ful l  th ing, states that the part ies wi l l  terminate al l  act ions,

Mrs. Korein wi l l  buy out certain propert ies, the partnership interest that the

Rabins had with her,  and that was i t . rr

(d) l {hi le said sett lement agreement is not part  of  the record herein,

i t  appears fron responses and statements made by counsel for the pet i t ioner

herein, that in reaching an agreement concerning the price paid by the petitioner

for the propert ies or interest acquired by her from the Estate of EI i  Rabin

that trsome fair  considerat ion" was given to her c1aim, al though that considera-

t ion'  i t  was stated by pet i t ioner 's counsel,  was not expl ic i t ly set forth in

the said sett lement agreement.
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11. Pet i t ioner Sarah Korein was not present at the formal hearing herein,

counsel for the petitioner stating that she rtwas too sick to come down and we

thought we would try it Lhis wayr'.

CONCLUSIONS OF LAW

A. That pet i t ioners the Estate of Is idor Korein and Sarah Korein have

sustained their  burden of proof that the cost basis of the interest of  the

decedent ,  pe t i t ioner  Is idor  Kore in ,  in  the  Burbank  Rea l ty  Co. ,  was  $22r100.

Accordingly,  the Not ice of Def ic iency issued Apri l  14, 1975 should not have

increased the taxable income of pet i t ioner Is idor Korein for the tax year 1969

by the sum of $ 1.1 ,050.

B. That pet i t ioner Sarah Korein has not sustained the burden of proof

imposed by sect ion 689(e) of the Tax law in showing that she and decedent

Isidor Korein were ent i t led to a deduct ion for c laimed chari table contr ibut ions

for  the  tax  year  1970.

C. That pet i t ioner Sarah Korein has not sustained the burden of proof

imposed by sect ion 689(e) of the Tax Law in showing that she and decedent

Isidor Korein were ent i t led to a miscel laneous deduct ion of $203r393 or any

part  thereof for the tax year 1970.

D, That the pet i t ion of Sarah Korein, individual ly and as executr ix of

the Estate of Is idor Korein is granted to the extent indicated in Conclusion of

law rrArr.  The Audit  Divis ion is hereby directed to accordingly modify the

Notice of Def ic iency issued Apri t  14, 1975 and Lhat,  except as so granted, the
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denied and the said Not. ice of Deficiency ispetit ion is in al l  other respects

in al l  other respects sustained.

DATED: Albany, New York

$rP 2 5 1981

COMI"ISSION

ISSIONER
c \  N \,/-') \\ \ \

Utuql;1--


