
STATE OF NEW YORK

STATE TAX COMMISSION

fn the Matter of the Pet i t ion
o f

Estate of Kenneth H. Leeds

for Redeterminat ion of a Def ic iency or Revis:  on
of a Determinat ion or Refund of Personal Income
Tax under Article 22 of the Tax Law for the tr'ear
7 9 7 6 .

AT'FIDAVIT OF MAITING

State of New York ]
s s .  :

County of Albany ]

David Parchuck, being duly sworn, deposes and says that he is an employee
of the State Tax Commission, that he is over 18 years of age, and that on the
14th day of March, 7984, he served the within not ice of Decision by cert i f ied
mai l  upon Estate of Kenneth H. Leeds, the pet i t ioner in the within
proceedinS, by enclosing a Lrue copy thereof in a securely sealed postpaid
wrapper  addressed as  fo l lows:

Estate of Kenneth H. Leeds
Ivin Mann, Executor
630 Fifth Avenue
New York ,  NY 10111

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
post off ice 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
14 th  day  o f  March ,  1984.

that the said addressee is the pet i t ioner
forth on said wrapper is the last known address

to I

pursuant



STATE OF NEI,I YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Estate of Kenneth H. Leeds

for Redeterminat ion of a Def ic iency or Revis:  on
of a Determinat ion or Refund of Personal Income
Tax under Art ic le 22 of the Tax Lawfor the Year
7 9 7 6 .

Atr'FIDAVIT OT MAIIING

State of New York ]
s s .  :

County of Albany ]

David Parchuck, being duly sworn, deposes and says that he is an employee
of the State Tax Commission, that he is over 18 years of age, and that on the
14th day of March, 1984, he served the within not ice of Decision by cert i f ied
mai l  upon Mark i { .  Brown, the representat ive of 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:

Mark W. Brown
Ryan, Brown & Ryan
224 OLd troudon Rd.
la tham,  NY 12110

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
post off ice under the exclusive care and cust 'ody 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 seL forth on said wrapper is the
last known address of the representat ive of the pet i t ioner.

Sworn to before me this
14th day of March, L984.



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Estate of Kenneth H. Leeds

for Redeterminat ion of a Def ic iency or Revision
of a Determinat ion or Refund of Personal Inccrme
Tax under Article 22 of the Tax lawfor the Yerar
1 9 7 6 .

AFFIDAVIT OF MAITING

State of New York ]
s s . :

County of Albany l

David Parchuck, being duly sworn, deposes and says that he is an employee
of the State Tax Commission, that he is over 18 years of age, and that on the
1.4th day of March, 7984, he served the within not ice of Decision by cert i f ied
mai l  upon Edgar Hi l ls,  the representat ive of the pet i t ioner in the within
proceedinS, bY enclosing a true copy thereof in a securely sealed postpaid
wrapper  addressed as  fo l lows:

Edgar  H i l l s
Cruser ,  H i I Is ,  H i l l s  &  Besuder
206 Roanoke Ave.
R iverhead,  NY 11901

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
post off ice 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 pet i t ioner herein and that the address set forth on said wrapper is the
last known address of the representat ive of t , [e pet i t ioner.

Sworn to before me this
14 th  day  o f  March ,  1984.

AutK<irized to a 1nr.
pursuant to Tax

er oaths
c t ion  174



STATE OF  NEW YORK
STATE TAX COMNI ISSION

ALBANY,  NEW YOFIK  12227

March 14, 19t\4

Estate of Kenneth H. leeds
Ivin Mann, Executor
630 Fifth Avenue
New York ,  NY 10111

To the Executor:

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

You have now exhausted your right
Pursuant to sect ion(s) 690 of the
adverse decision by the State Tax
Art ic le 78 of the Civi l  Pract ice
Supreme Court of  the State of New
date of this not ice.

of review at the administrat ive level.
Tax Law, a proceeding in court  to review an
Commission may be instituted only under

Law and Rules, and must be commenced in the
York, Albany County, within 4 months from the

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

NYS Dept.  Taxat ion and Finance
traw Bureau - Li t igat ion Unit
Bui lding / /9,  State Campus
Albany, New York 72227
Phone / /  (518) 457-2070

'y 'ery truly yours,

STATE TAX COMMISSION

cc :  Pet i t ioner 's  Representa t ive
Mark hr. Brown
Ryan, Brown & Ryan
224 OLd Loudon Rd.
la tham,  NY 12110
AND
Edgar  H i l l s
Cruser ,  H i l l s ,  H i l l s  &  Besuder
206 Roanoke Ave.
R iverhead,  NY 11901

Taxing Bureauts Representat ive



STATE OF NEW YORK

STATE TAX COMMISSION

In the llatter of the Petit,ion

o f

THE ESTATE OF KENNETII TI. LEEDS

for Redeterminat lon of a Def ic lency or for
Refund of Personal Income Tax under AtttcLe 22
of the Tax Law for the Year 1976.

DECISION

Peti t ioner,  The Estate of Kenneth H. Leeds, cfo Iv in Mann, Executor,  630

Fif th Avenue, New York, New York f0111, f i led a pet l t ion for redetermlnat ion of

a defi-ciency or for refund of personal income Eax under Article 22 of the Tax

Law fo r  the  year  f976 (F l le  No.  30162) .

A formal hearing was held before Denni.s M. GalLiher,  Hearlng Off lcet,  at

the off lces of the State Tax Coumission, Bul ldtng 9, State Off ice Campus,

A lbany ,  New York ,  on  May 13 ,  1983 a t  11 :00  A.M. ,  w i th  a l l -  b r ie fs  to  be  submi t ted

by August 5, 1983. Petitloner appeared by Ryan, Brown & Ryan, Esqs. (t'tart W.

Brown,  Esq. ,  o f  counse l ) ,  and by  Cruser ,  H111s, ,  H i l l s ,  &  Besunder ,  Esqs .

(Edgar Hl l l "s,  Esq.,  of  counsel) .  The Audlt  Dl ' 'Lsion appeared by John P.

Dugan,  Esq.  (Har ry  Kad ish ,  Esq. ,  o f  counse l ) .

ISSUE

Whether the Audlt

amount  o f  $504,287.00 ,

1. Kenneth H. Leeds, who

York State Income Tax Resident

whereon he clalmed, at LLne "5t'

Div ls ion 's  d lsa l lowance of  a

claimed by Kenneth H. Leeds

FINDINGS OF FACT

theft loss deductlon ln the

Ln L976,  htas proper.

tinely flled a New

the year L976'

o r  the f t  losses" ) ,

d led  on  Apr i l  30 ,  1980,  had

Return (Foru TT-ZOLl2O8) for

of Schedule "Btt  ("casualty
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a deduct ion in the arnount of $5041287.00. Thj-s deduct lon was also taken on

Mr. Leeds'  U.S. Indlvidual Income Tax Return (Form 1040) f l l -ed for 1976.

2, On Februar!  6,  1980, the Audit  Dlvls i"on lssued to Mr. Leeds a Not ice

o f  Def ic iency  asser t ing  add l t lona l  tax  due fo r1976 ln  the  anount  o f  $70 '762.0 I '

plus interest.  A Statement of Audit  Changes previously lssued to Mr. Leeds on

Septenber 7, L979, explained the basis for the asserted def ic lency as fol lows:

"I t ]he embezzlement loss claimed ls disal lowed. No deduct ion
may be taken in the year of the loss for any portlon of that loss for
which there is a reasonable prospect of recovery in a later year.
Since a clain was filed for the full anount and slnce the amount of
recovery ls st i l l  undetermlned, the loss is dlsal lowed in ful l . t t .

3.  Pr ior to July 30, L976, Mr. Leeds was the owner of a non-negot iable

cert i f icate of deposLt in the pr incipal-  amount of $504,386.98, which had been

purchased on June 21, 1976 from the Anerican B,ank and Trust Company (rrAmerlcan

Bankr ') ,  then an exist ing and viable banklng lnst l tut ion with off ices in New

York City.  This cert i f icate r ,ras due to mature on Decembet 2O, L976.

4. On July 30, 1976, the funds on deposiE with Amerlcan Bank, represented

by the aforementLoned cert i f icate of deposl- t ,  \ rere transferred wlthout the

knowledger authori ty or consent of Mr. Leeds to Banque Pour LfAmerlque du Sud

(trBAStt) ,  a bank located in Brussel-s,  Belgium, and control led by the transferor,

American Bank. Inmediately after July 30, 1976, both banks were declared to be

insolvent.  I t  was this unauthorized transfer of Mr. Leedst funds, together

w'ith the subseguent collapse of the banks invol.ved, upon whlch Mr. Leeds based

his assert ion that he had suffered a theft  l -os$ for which, as of the end of

L976, he foresaw no reasonable prospect of recc,very and thus clalned a deductlon

under sect ion 165(e) of the Internal Revenue Cc,de in the amount of $504,287.00.1

1 th. $504, 287.o0 amounr of
of  the cer t i f icate of  deposi t
$100.00 exclus ion speci f ied in

the deduction clalmed represents the face value
( $ 5 0 4 , 3 8 6 . 9 8 ;  a s  r o u n d e d  t o  $ 5 0 4 , 3 8 7 . 0 0 ) '  l e s s  t h e
sect ion 155(c)(3) of the Internal Revenue Code.
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5. By a reglstered let ter dated August 18, L976, Mr. Leeds, through hi .s

accountants (Mann, Brown & Bauslan, P.C.), advl-sed Amerlcan Bank as follows:

t t . . . ,  Kenneth  H.  Leeds ,  has  rece ived no t i . f i ca t ion  today  tha t  the
American Bank & Trust Co. transferred $5C14,386.98 to the Banque Pour
LrAmerique Du Sud as of July 30, 1976. I 'h is transact lon was done
wLthout authority and we must demand lmm€,diate recession (sic) of
this transact ion or l re wi l l  be forced to seek every aval lable remedy. ' r .

A July 30, 1976 debit  memo from Ameri .can Bank to Mr. Leeds, together

with an attached cover let terr  Lndicated the bankrs transfer of the funds at

issue as an ' r investment to Banque Pour LtAmerique Du Sud, Brussels,  Belglun,

unr i l  12120/761t .

6. By an October 13, 1976 let ter f rom the New York Stace Banking Department,

Mr. Leeds, through his attorneys (Lippe, Ruskln & Schl lssel,  P.C.,  Later known

as Ruskin, Schl issel,  l loscou & Evans, P.C.),  was advlsed ( in response to a

letter he had previously written) of the address and names of the recelvers

appolnted for BASr arld also that any claim against BAS had to be presented to

these receivers by Octobex 20, L976.

7. A let ter dated Ocrober 12, 1976, from the law f i rn of Cleary, Gott l leb,

Steen & Hani l ton to Mr. Leedst attorneys, apparent ly in response to their

inquir ies as to the prospects of recovering, ln Belgiunr the funds at lssue'

provlded, in part ,  as fol lows:

t t . . .our Brussels off ice l -s of the view that there is no chance that
any Belgian government agency will- assume any obllgations of BAS
denomlnated in currencies other than Belgian francs. They are also
of the oplnion that any distrLbution of a bankruptcy dlvldend in the
BAS bankruptcy in Bel-glum ls hlghly unLlk,ely. They suggest that
Leeds investigate hls ability to sue Amerlcan Bank and Trust Company
and/or Bank Leumi or the off ic ials at ABTTIO who f investedt Leeds'
money ln BAS.

* * *

We st,rongly urge that Mr. Leeds and hls counsel lnvestigate the
possibi l i ty of  a sui t  to rescind the al leged transfer of funds from
Mr. Leedst account of ABTCO to a dollar account at BAS on the grounds
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of fraud and to seek to have Mr. Leeds rerstored as a deposltor at
ABTCO ln such a manner that Bank Leumi would be requlred to make good
the ful l  anount of hls deposit .  Slnce resclssion ls an equitable
remedy as to which the defenses of lachesi and waiver are applieable'
any suit should be commenced promptly.".

A subsequent let ter f rom Cleary, Gott l ieb, Steren & Hamll ton, dated October 28'

1976, advi-sed Mr. Leedsr attorneys that the cl"aln against BAS had been f l led,

as regulred (ffs Flndlng of Fact "7"), in Belg;ium, and f urther noted that the

recelvers of BAS had advised that ' r . . .zt  distr l .but ion anong the creditors ls

unl lkely.  rr .

8.  No further efforts to recover against BAS were made by Mr. Leeds'  nor

was there any dlstribution by or recovery frour. BAS or from the Belglan government.

9. 1"1r.  Leeds, through hls at, torneys, also attempted to determine posslble

avenues of recourse against Anerican Bank and other partles involved' as

fol lows:

a) On or about September 15, L976, the Superintendent of Banks of the

State of New York took possession of the buslness and property of Amerlcan

Bank, and the Supreme Court of the State of New York appotnted the Federal

Deposit  Insurance Corporat lon ( the "F.D.I .C.")  as Recel-ver to l lquidate

the assets of Amerlcan Bank and apply the proceeds to satlsfy the claims

of credit,ors on behalf of the Superlntendent of Banks;

b) l {r .  Leedsf attorneys met with off ie ials of the New York State

Banking Departrnent and of the F.D.I.C., and obtained a eopy of a Purchase

and Assumptlon Agreement between the F.D.t.C.r d9 receiver, and Bank Leumi

Trust Company of New York ("Bank Leumi"), which had acquired Amerlcan

Bankrs assets. After reviewing this agre{:nent, which revealed that

Anerican Bank depositor liabilities assumed by Bank Leumi \tere speclflcal,ly

limlted to those deposits llsted on the books of Amerlcan Bank as of its
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September 15, 1976 l iquidat lon date, l '1r.  Leedsr attorneys concluded there

\ilas no likellhood of recovery against Bank Leunl;

c) On or about l " larch 31, L977,1"1r.  Leieds f i led a Proof of Claim for

t h e  f u n d s  a t  l s s u e  w l t h  t h e  F . D . I . C . ;

d )  On June 23 ,  1977,  the  F .D. I .C .  i ss rued a  provLs lona l  re jec tLon o f

Mr. Leedsr proof of cLal-m, but reserved the r ight to accept or reject the

c la in  on  or  be fore  Septenber  30 ,  L977.  Crn  September  30 ,  L977,  the  F .D. I .C .

not i f led Mr. Leeds that hls claim was rejected on the basis that the

F.D. I .C .  had " . . . insu f f i c ien t  ev ldence upon wh lch  to  base an  acceptance. . . t t .

The F .D. I .C .  re jee t ion  le t te r  fu r ther  p rov ided,  in  par t ,  as  fo l lows:

". . . ln view of the complexl t les involved and the expenses
which would result ,  f rom protracted l i t igat ion'  we are
prepared to submit the matter to the court for a flnal
determination upon a stipuLation of fact agreed upon
between the Federal Deposlt, Insutance Corporation and you
or your attorney.

In the lnter imn the Federal  Deposlt  Insurance Corporat ion
Board of Directors is prepared to reconsider i ts declslon
as to any specif ic c laim l f  addtt ional facts upon which to
base an acceptance are presented to i t .  The Federal
Deposit  Insurance Corporat lon Legal staff  w111 make any
such presentat lon to the Board during this inter im period'
and lf your claim is arnong those whlch ls aecepted, you
w111 be pronnpt ly not l f  ied. ' r .

10 .  0n  or  about  November  16 ,  1977,  a f te r  the  F .D. I .C .  fs  re jec t ion  o f  h is

claim, Mr. Leeds (through his attorneys) commenced an act lon by f l l lng a

complaint in the Supreme Court, New York Countyr withln the time llnits speclfied

by section 625 of the Banking Law, seeking recovery on his clalm (and also

asserting priority of payment thereon agalnst certal-n assecs formerly held by

Amerlcan Bank). Named as defendants by Mr. Le,eds were Anerlcan Bank' the

F.D.I .C.,  and Muriel  Slebert  (as Superintendenc of Banks of the State of New
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York) .  On or  about  January  30 ,  L978,  the  F .D. I .C .  f l l ed  l t s  answer  to  Mr .  Leeds '

complaint, assertlng therein seven afflrmatlver defenses agalnst his complaint.

11. On or about October 2, 1978, an agre€ment was reached whereby expedited

court proceedings (Suprene Court, New York County) would be held to adJudicate

the assert ions of I29 claimants, ineludlng Mr. Leeds, who clalmed depositor

status with Amerlcan Bank as of September 15, 1976 (the date of takeover by the

Superlntendent of Banks),  but whose claims hacl been reJected by the F.D.I .C.

Of the 129 clainants involved, 120 clalns were adjudlcated by the court ,  5

claims were withdrawn with prejudi-ce, 2 cl-aims were adjourned or wlthdrawn

without prejudlce and 2 claimsr on€ of which u'as Mr. Leedsf clalm, rtere settled

by agreement and stipulation of counsel with approval but no declsion rendered

on the matter by the court .  The terns of Mr. Leedst agreement of sett lement '

which was formalized on or about January 15, 1979, provided essentLally that

Mr. Leeds was to be paid the ful1 amount of his clalm ($504,386.98),  without

interest, in exchange for the asslgnment of his entire claim for this amount to

,
t h e  F . D .  I .  C .  

'

L2. On or about February 2, L979, Mr. Leeds received from his attorneys a

check ln the amount of $414,110.48, represent lng his recovery upon sett lement

w i t h  t h e  F . D . I . C .  ( $ 5 0 4 , 3 8 6 . 9 8 )  l e s s  a p p r o x i m a r e l y  $ 1 0 1 , 0 0 0 . 0 0  L n  l e g a l  f e e s

charged by his attorneys in connection wlth this natter. Mr. Leeds included

his recovery, less lega1 fees lncurred, in lnc,cme on his 1979 Eederal and New

York State lncome tax returns. I t  was noted t ,hat Mr. Leeds had pald hls

attorneysr pr ior to Februar!  2,  L979, approxln,ately $11,000.00 to pursue his

,-  The sett lement did reserve to
interest,  costs and disbursements,
against anyone except the Receiver,
and to pursue a claim for interest
appeal of  any order of the court .

Mr. Leeds t)re r lght to pursue claims for
attorneyts :Eees and exemplary damages

the F.D.I .C.,  American Bank and Bank Ler-rni ,
against the Recelver and the F.D.I .C. uPon
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claim, but that legal fees ultimately charged !'rere asserted to have been based

on a contingent fee arrangement. The terms ol" such asserted arrangement lrere

not specif led, but the approximately $11,000.00 pald by Mr. Leeds pr lor to

February 2, 1979 was credited and returned to him by hls attorneys as part  of

the paynent of the net amount of his recovery.

13. Pet i t ioner asserts that Mr. Leedst derduccion, taken 1n 1976, was

proper inasmuch as at the end of 1976 there \r€is no reasonable prospecE of

recovery of his loss. In this regard, pet l t ioner notes Mr. Leedsr efforts to

determine hls possibl-e avenues of recourse both in Belgiun and ln the United

States. Mr. Leedsr accountant,  one Ivin Mann, who prepared Mr. Leedst tax

returns, test i f ied that the deducEion was taken tn 1976 upon his bel lef  and

upon the opinion of counsel that,  based upon al l  the facts and clrcumstances at

that tine, there was no reasonable prospect of recovery by Mr. Leeds. Mr. Mann

noted that not only was t,here no prospect of r'ecovery in Bel-gium' but that both

banks involved were lnsolvent, that it was unclear as to whether Mr. Leeds was

constdered a depositor of American Bank after the unauthorized transfer (and at

the tine of the banks I collapse) , and further :i.f the f orm of the f unds at

issue, denominated both as a non-negotlable certifLcate of deposLt and as an

investment,  were of the type whi.ch were in fact F.D.I .C. insured (see Flnding

of Fact t t6t ' ) .  Furthermore, pet i t ioner asserts that the recovery was factual ly,

legal ly and proceduralJ-y complex, as evldenced by events occurr ing after L976,

and that it is the reasonableness of the prosperct of recovery as of the end of

L976, l rrespect lve of subsequent events includi-ng the ul t lnate recovery of the

funds, whlch determines the proprlety of claiming the lnstant deduction ln

197 6.
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14. The Audit  DivLsion asserts,  by contrast,  that a claim was f l led by

Mr. Leeds, that there existed a reasonable prospect of recovery of the funds as

of the end of 1976 and thus the deduction was lmproperly taken ln 1976.

coNclusroNs 0F t,Aw

A. That subsect lon (a) of sect lon 165 oJ'  the Internal Revenue Code

("I .R.C.")  al l -ows a deduct ion for " . . .any l -ossi  sustained during the taxable

year and not,  compensated for by insurance or otherwise.".  Subsect ion (e) of

sald sect, ion further provides that r ' [ f ]or purposes of subsect lon (a),  any loss

arlslng from theft shall be treated as sustairred during the taxable year ln

whlch the taxpayer discovers such loss.".3 The Audit  Divis ion does not chal- l -enge

the charactet izatLon of the lnstant loss as a theft  loss, nor ls l t  quest loned

that the loss was dlscovered in 1976.

B. That Treasury Regul-at, ion sect lon 1,.165-l(d)(2)(1) provtdes as fol lows:

"[ i ] f  a casualty or other event occurs whlch may result  in a loss
and, in the year of such casualty or even.t ,  there exists a claLm for
relmbursement wi-th respect to whl-ch there is a reasonable prospect of
recovery, no portlon of the loss with respect to which reimbursement
may be received is sustained, for purposes of sect lon 165, unt l l  l t
can be ascertained with reasonable eertainty whether or not such
rel.mbursement will be received. I,lhether a reasonable prospect of
recovery exists with respect. to a claim for relmbursement of a loss
is a question of fact to be determined upon an examination of all
facts and clrcumstances. Whether or not such relmbursement wll-l be
recelved may be ascertained with reasonable certainty, for example,
by a sett lement of the claim, or by an abandonment of the cLaim.t t .

C. That whether there existed a reasonable prospect of recovery Ls to be

determlned in vlew of all the facts and circumstances as of the close of the

taxabl-e year for which the deduct lon was claimed [see Ramsay, Scarlet t  & Co.,

6 1 T . c . 7 9 5 , a f f | d , 5 2 I F . 2 d 7 8 6 ( 4 t n c r r . , L 9 7 5 ) ; 9 9 g a 1 s o @ ,

3 th" dollar a*ounr
which exceeds $100.00

of such a loss ls equal to that portion of the loss
l I . R . C .  s e c t l o n  1 6 5 ( c )  ( 3 )  1 .
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T .C.  166,  remrd  on  o ther  l ssue,  331 f .2d  344 (10 th  C i r . ,  L964>1.  However ,

naking a determination as to the prospect of a future recovery'

rr . . . i t  is apparent that c laims for reinbursement and other act ions
taken toward recoupment by the taxpayer after the close of the
taxable year may be examlned in order to determine if a substantlal
possibi l i ty of  recoupment exlsted as of the close of the taxable year
lf at that tiure it was reasonably foreseeable that such clalns and
act ions  wou ld  occur . r r  (NatLona l  Home Produc ts ,  Inc .  '  71  T .C.  501) .

Thus, the l ikellhood of recovery on post-1976 clalms fiLed on behalf of

ls not barred from being consldered in determinLng the reasonableness of

!1r. Leeds

h ls

overal l  prospects for recovery of the loss as of the end ot 1976.

D. That as of the end of 1976, it was apparent that there was no likellhood

of recovery by Mr. Leeds on the claim filed tn Belgium (see Flndings of Fact

t '7t t  and rrSfr) .  His prospects for recovery ln the United States rrere, as of the

end of L976, only marginal ly better.  Mr. Leedsr attorneys had met '  ln the

latter part of 1976, wlth representat,ives of the Banking Department and the

F.D.I .C.,  but no resolut ion hras reached regardlng recovery on the loss nor dld

recovery appear l-ikely to be granted by these bodles. His attorneys had

reviewed the Purchase and Assunptlon Agreement and determlned there rilas no

likelihood of recovery agalnst Bank Leunl (g, Flndlng of Fact rrlO-brr).

Furthermore, wi- th regard to his other possible avenues of recours€r 8s suggested

by his attorneys and later undertaken agalnst American Bank, the F.D.I .C. '

e!c., the potentlal for recovery must be vlewed in light of the insolvency of

American Bank, the question of whether the funds at issue were insured by the

F.D.I .C.,  and the quest lon of whether Mr. Leeds was even a deposltor as of the

date of receivershlp. Final ly,  notwithstandlng Mr. Leedsr ul t imate recovery'

the nature and uncertainty of the questlons involved and the conplexlty of the

pendlng l i t igat ion, as descr lbed by the aforementioned circumstances, as of the

cl-ose of L976 cast very substant ial-  doubt upon his prospects of recovery on the
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loss .  Accord ing ly ,  as  o f  December  31 ,  1976,

of recovery and the theft loss deducti-on was

197 6 .

E. That the pet l t ion of The Estate of

and the Not ice of Def ic iency dated February

DATED: Albany, New York STATE

MAR 14 1984

there was no reasonable Prospect

properly taken by l"lr. Leeds ln

Kernneth I1. Leeds ls hereby granted

6,  1980 is  cance l led .

TAX COMMISSION


