
STATE OF NEId YORK

STATE TAX COMMISSION

In the Matter

Laurance AFFIDAVIT OF MAITING

for Redeterminat ion of a Def ic iency or for Refu:rd :
of  New York State Personal fncome Tax under
Art ic le 22 of.  the Tax Law for the Years 1976 :
through 1978 and New York City Personal fncome 1lax
under Art ic le 30 of the Tax law for the Year 19 16 :
and under Chapt.er 46, Ti t le T of the Administrar. ive
Code of the City of New York for the Years 1977 :
a n d  1 9 7 8 .

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
5th day of October,  7984, he served the within rrot ice of Decision by cert i f ied
mai l  upon laurance S. Rockefel ler the pet i t ione:r:  in the within proceeding, by
enclosing a true copy thereof in a securely sea-l .ed postpaid wrapper addressed
as fo l lows:

o f
o f

S .

the  Pet i t ion

Rockefe l le r

laurance S.  Rockefe l le r
30 Rockefel ler PLaza, Room
New York, NY 70772

and by deposit ing same enclosed
post off ice under the exclusive
Service within the State of New

5600

in a postpaid pr" 'operly addressed wrapper in a
care and custodr, '  of the United States Postal
York.

further says that the said acldressee is the pet i t ioner
address set forth on said ! / r 'apper is the last known address

this
1984 .

That deponent
herein and that the
of the pet i t ioner.

Sworn to before me
5th  day  o f  October ,



STATE OF NEId YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

laurance S.  Rockefe l le r

for Redeterminat ion of a Def ic iency or for Refund
of New York State Personal Income Tax under
Art ic le 22 of.  the Tax Law for the Years 1976
through 1978 and New York City Personal Income l l lax
under Art ic le 30 of the Tax Law for the Year 19 i '6
and under Chapter 45, Tit1e T of the Adiminstrarive
Code of the City of New York for the Years 1977 :
and  1978 .

State of New York ]
s s .  :

County of Albany l

David Parchuck, being duly sworn, deposes :rnd says that he is an employee
of the State Tax Commission, that he is over 18 years of age, and that on the
5th day of October,  

'1984, 
he served the within not ice of Decision by cert i f ied

mai l  upon Edward J. P. Zimmerman the represental" ive of the pet i t ioner in the
within proceeding, by encrosing a true copy the:: : 'eof in a securely sealed
postpa id  wrapper  addressed as  fo l lows:

Edward J. P. Zimmerman
30 Rockefel ler PLaza, Room 5600
New York,  NY 10112

AI'FIDAV]T OF MAITING

and by deposit ing
pos t  o f f i ce  under
Service within the

That deponent
of the pet i t ioner
last known address

same enclosed in a postpaid properly addressed wrapper in a
the exclusive care and custod),  of  the United States Postal

State of New York.

further says that the said acldressee is the representative
herein and that the address se,t forth on said wrapper is the
of the representative of the petiLioner.

Sworn to before me this
5 th  day  o f  October ,  1984.

to n1Authorize r oaths
pursuant

'sect ion 
174to Tax Lar+



STATE OF NEW YORK
STATE TAX COMMIS:: : ; lON

ALBANY,  NEW YORK 12227

October  5,  1984

Laurance S. Rockefel ler
30 Rockefel ler PLaza, Room 5600
New York,  NY 10112

Dear  Mr .  Rockefe l le r :

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

You have now exhausted your r ight of  review at the administrat ive level.
Pursuant to sect ion(s) 690 & 1312 of the Tax lav; ' ,  a proceeding in court  to
review an adverse decision by the State Tax Comn:rr ission may be inst i tuted only
under Art ic le 78 of the Civi l  Pract ice Law and l i tu les, and must be commenced in
the Supreme Court of the State of New York, Albainy County, within 4 months from
the date of this not 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. Taxation and Firr,ance
Law Bureau - Lit igation Urrit
Building /19, State Campus
Albany, New York 72227
Phone l l  (518) 457-207A

Very truly yours,

STA.TE TAX COMMISSION

cc:  Pet i t ioner ts  Representat ive
Edward J. P. Zimmerman
30 Rockefel ler Plaza, Room 5500
New York,  NY 10112
Taxing Bureau's Representative



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

LAUMNCE S. ROCKEFELLER

for Redeterminati-on of a Deficiency or for
Refund of New York State Personal Income Tax
under Article 22 of the Tax Law for the Years
1976 through 1978 and New York City Personal
Income Tax under Article 30 of the Tax Law for
the Year 1976 and under Chapter 46, Ti t le T of
the Adninistrative Code of the Citv of New Yorl;;
for the Years 1977 and L978.

DECISION

Peti t ioner,  Laurance S. Rockefel ler,  30 Rcrckefel ler PLaza, Roon 5600, New

York, New York 10112, f i led a pet i t ion for rederterminat ion of a def ic iency or

for refund of New York State personal income tzix under Articl-e 22 of the Tax

Law for the years 1976 through 1978 and New York City personal income tax under

Art ic le 30 of the Tax Law for the year 1976 and, under Chapter 46, Tl t le T of

the Adninistratlve Code of the City of New York for the years L977 and L978

( F i l e  N o s .  2 9 5 4 0 ,  3 3 6 1 5 ,  3 4 1 3 6  a n d  3 5 7 9 3 ) .

A formal hearing was held before Frank W. Barr ie,  Hearing Off icerr at  the

off ices of the State Tax Courmlsslon, Two World Trade Center,  New York, New

York, on July 13, 1983 at 9:30 A.M., with al l  t , r iefs to be submitted by December

f983. Pet i t ioner appeared by Edward J. P. Zirmerman, Esq. and David G. Fernald,

Esq. The Audj-t Division appeared by John P. Dr,gan, Esq. (Anne W. Murphy, Esq. r

o f  counse l ) .

2 ,
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ISSUES

I. Whether i t  was proper for pet i t ioner t . ,o use New York adjusted gross

income as a base against which he determined e>i.eess ltemized deductions repre-

sent ing an i tem of tax preference.

I I .  Whether pet i t ioner properly determineci l  the modif icat ion for al locabl-e

expenses attr ibutable to Ltems of tax preferen<,:e for the years L976 and L977.

I I I .  Whether pet i t ioner,  for purposes of dertermining New York State/City

minj.mum income taxes, properly subtracted (i) lr.is New York State/Ci-ty personal

income taxes (for each of the years at issue) and (ii) an amount equalling the

nodif icat ion for al locabl-e expenses attr ibutabl ie to i tems of tax preference

(tor L976 and. 1977).

FINDINGS OF FAC]

Peti t ioner,  by his representat ive, Edward J. P. Zimmerman, Esq. '  and the

Audlt Division by its representative, John P. Iitug.tr, t"O. (Anne tr{. Murphy'

Esq.,  of  counsel)  entered into an undated st ipulat ion of facts (Exhlbl t  rrcrr ,

herein) which i .s incorporated into and made a;rart  of  this decision.

1. Pet i t ioner,  Laurance S. Rockefel ler,  t . inely f i led New York State/City

income tax returns for each of the years at iseiue. Attached to each return was

a New York State Mininum Income Tax Computatiorrr Schedule on which he subtracted

New York  S ta te /C i ty  income taxes  o f  $97,2L9,  $1 '94 ,105 and $881,189 fo r  L976 '

1977 and 1978, respect ively,  and an amount equal to the nodif icat ion of al locable

expenses attr ibutable to i tems of tax preference of $444,725 and $593,315 for
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L976 and Ig77, respect iv" lyr 
l  

in determining hj  s total  i tens of tax preference

subject to minimum income tax. In addition, irl determining excess iternized

deduct lons, pet i - t ioner used a base of 60 percent of his New York adJusted gross

income instead of 60 percent of his Federal  adj lusted gross income.

As a result ,  Mr. Rockefel- ler reported New York State mininun lncome

tax  due o f  $44,930,  $55,095 and $107,893 fo r  the  years  L976,  1977 and L978,

respect ively,  and New York City ur ininum income tax due of $18'721'  $221956 and

$44,956 fo r  the  years  L976,  L977 and L978,  resp ,ec t ive ly .

2. For example, pet i t ioner calculated hisr excess i temized deduct lons for

I976 as fol lows. I I is start ing point was his 19t76 Federal  adJusted gross income

which was $416001432. He then ut l l lzed Tax Lav 5612 (which prescr ibes certaln

addit ions and subtract ions to Federal  adjusted gross incone) to determlne his

New York adjusted gross income which was calcuiated to be $4,989,I49. Pet i t ioner

then utilized 60 percent of his New York adJust ed gross incoue to calculate

excess l temi-zed deduct ions. To compute excess i temlzed deduct ions for New York

State tax purposes, pet i - t ioner subtracted (f)  t rLis deduct ions for state and

local income taxes of $97,219 taken on his Federral  return, and ( i i )  an amount

Î  
During L976 and L977, Tax Law $615(c)(4) and New York City Adninistrat ive

Code $T46- i15 .0(c ) (a )  p rov ided tha t  a  res ident  ind iv idua l rs  federa l  i temized
deduct ions rrere to be reduced by the rnodif icat jon for al locable expenses attr l -
butable to items of tax preference as defined j.,n Tax Law $623 and New York City
Adninistrat ive Code $T46-I23.0 when computi-ng tr , is New York State/City i temized
deduct ions.
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equal to the nodif lcat ion of a11ocable expense!: i  ot  $44417252

i ten ized deduct ions  o f  $4 ,3531629 resu l t ing  in  $3 ,811,685 o f

in excess of 60 percent of $4r989rl49 (his New York adjusted

3. The Audit  Divis ion issued three statenr.ents of audit

pet i t i -oner,  Laurance S. Rockefel ler,  al leging arddit ional New

personal income tax and minlmum income tax due as follows:

from hls Federal

wh ich  $818 '  196 is

gross  income) .

changes against

York State/CLty

Date of  Statement Taxable Year Itrnount of Tax Alleged Due

{ ' i116 ,  708.43  p lus  in te res t
1 , i232t  2 f  5 .00  p lus  in te res t
l , i l 22 ,4LL.  65  p lus  in te res t

February 7, 1980
November 6, 1980
December  5 ,  f980

r97 6
1977
1978

The Audit  Divis ion adjusted pet i t , ionerf  s excess i . temi.zed deduct ions to the

amounts that were reported on his Federal tax leturn. According to the Audit

Divis ion, under Tax Law $622(b)r the i tems of tax preference reportable to New

York are the same as the i tems of tax preferenc:e report ,ed for Federal  tax

PurPoses .

4. The Audit  Divis ion issued three not icers of def ic lency against pet i t ioner

al leging addit ional New York State/City i .ncome tax due as fol lows:

2 Petitioner util Lzed a quadratic equation r^r'hich was solved mathematically
to determine the amount of the modif icat ion for:  al locable expenses attr lbutable
to i tems of tax preference which he subtracted from the i tems of tax preference
subject to minimum tax. According to the st iptr , lat ion of the part ies:

rrPet i t ioner el iminated the nodif icatJon of deduct ions from the
items of tax preferenee, and, since the cclnputat ion of the modlf ica-
t lon of deduct ions for al locable expenses includes i tems of tax
preference, the same amount hras eliurinatecl from that computation.
The amounts of these two eliminatlons wer€i interdependent. In lieu
of a determinat ion by tr ia l  and errorr the: computat ion hras nade by
means of algebraic formula, a quadratic ecluatlon [X2 - (E + G) (X) +
(E) (G-A) = 0l  which was solved mathematicer l ly.r l

This quadrat ic equat ion ls explained in detai l  in the st ipulat ion.
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Date of Notice Tax Year Amount

M a r c h  3 ,  1 9 8 0  L 9 7 6  $ 1 : i 6 , 7 0 8 . 4 3 " n 1 u s  l n t e r e s t
January  9e  1981 L977 $1 ;11 ,427.00"  p lus  in te res t
Septenber  10 ,  1981 1978 $1L) "2 '411.65  p lus  in te res t

On December 31, 1981, pet i t loner paid these al1.eged def ic iencies ln ful l

including interest calculated up to the date ol' paynent. Such payment hras made

without prejudice to pet i t ionerrs r ight to proceed wlth the matter herein.

5 .  Pet i t ioner  contends  tha t  the  r rTax  Bener f i t  Ru le"  I I .R .C.  $58(h) ]

appl ies to the computat ion of New York i tems ol  tax preference. Therefore'  he

argues that hls federal itemlzed deductions shcluld be reduced by the amount of

New York State/City income taxes included in ferderal  i tenized deduct ions

because such taxes are not deductible in computing New York taxable income.

Pet i t ioner also maintains that the federal  i tenr ized deduct ions should be

reduced by the nodif icat ion for al locable experrses attr ibutable to l tens of

tax preference because no tax benef i t  was derir , 'ed therefrom, and that New York

adjusted gross income should be used as a base to determine excess i temized

deduct ions.

CONCLUSIONS Of LAI^I

A. That Tax Law 5622 provides, ln part ,  ers fol lows:

ftNew York minimum taxable income of resLdent individual-. --
(a) The New York minimum taxable income of a resident individual
shal l  be the sum of i - tems of tax preference, as descr ibed in sub-
s e c t i o n  ( b )  o f  t h i s  s e c t i o n . . .

* * *

(b) For purposes of this art ic ler the tertrr  rr i tems of tax preference"
shal l  mean the federal  i tems of tax preference'  as def ined in the
laws o f  the  Un i ted  Sta tes ,  o f  a  res ident  ind iv idua l ,  , . . fo r  the
t a x a b l e  y e a r . . . t t .

3 
Th" Audit  Divls ion fal led to assert  1977 New York City income tax of

$601788.00 in the Not ice of Def ic iency al though such amount hlas noted as
due in the Statement of Audit  Changes for L977.
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B. That New York City Adninistratlve Coder 5T46-122.0 contains essentially

the same provision, as noted in Conclusion of Law ttAttr 
-9gg., with respect to

the New York City minimum taxable income of a li lew York City resident indlvidual.

C. That during the years at lssue, the Ter'x Law and the New York City

Adninistrative Code did not contain provisions which allowed a portion of New

York State or New York City income taxes or the nodif lcat ion for al locable

expenses attr l -butable to i tems of tax preference to be deducted from federal

items of tax preference in arriving at New Yorll State and New York Clty ltems

of tax preference. Furthermore, there was no eruthority in the Tax Law or the

New York City Adurinistrative Code which permitt.ed the use of New York adJusted

gross income ln determining excess itemized deci,uctions subJect to New York State

or New York City minftnum income tax.

Tax  Law S622(b) (5 )  and the  New York  C j ty  Adn in is t ra t i ve  Code $T46-122.0(b) (5 ) ,

which provi .de for the reduct ion of adjusted i terrmized deduct ions by a port ion of

income taxes includible thereln, hrere added by Chapter 669 of the Laws of 1980.

However,  these amendments were effect ive June 30, 1980 and only appl icable to

taxable years beglnning after December 31, L979t.

D. That the federal  tax benef l t  rule und€,r I .R.C. S58(h) ls not appl lcable

to the issues at hand. Marx v.  State Tax Connni.ssion, A.D.2d '  Appel1-ate

Division, Third Department,  JuIy 12, L984, Mahcneyr J.

E. That,  therefore, the pet i t ioner incorrect ly calculated his minimuur

income tax and modificati-on for allocable experrse attrlbutable to tax preference

items for the years at issue.



, t

F.  That the pet i t ion

DATED: Albany, New York

ocT 0 5 1984

of

- 7 -

Laurance S. Rockerfel ler is deni-ed.

STATE TI.J( COMMISSION

&::/ 
'vQ'&^

PRESIDE}iIT


