
STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Es ta te  o f  Ne l son  A .  Rocke feLLe r  :

for  RedetermLnat i .on of  a Def ic iency or  for  Refund :
of  New York State Personal  Income Tax under Ar t ic le
22 of the Tax Law for the Years 1976 and 1977 and. :
New York Ci ty  Personal  Income Tax under Chapter  46,
Ti t le  T of  the Adnin is t rat lve Code of  the Ci tv  of  i
New York  f o r  t he  Yea r  1977 .

:

and by deposi t ing same enclosed
post  of f l -ce under the exclus lve
Serv ice wi th in the State of  New

That deponent further says
herein and that  the address set
o f  t he  pe t i t i one r .

Sworn to before rne th ls
6 th  day  o f  Feb rua ry ,  1985 .

AFFIDAVIT OF MAILING

in a postpaid properly addressed wrapper in a
care and custody of the Unlted States Postal
York.

that the said addressee is the pet l t ioner
forth on sald wrapper ls the last known address

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 Commlsslon, that he is over 18 years of age, and that on the
6th day of February, 1985, he served the within not ice of Decislon by cert l f ied
mai l  upon Estate of Nelson A. Rockefel ler,  the pet i t ioner in the within
proceedlng, by enclosing a true eopy thereof in a securely sealed postpaid
wrapper addressed as fol lows:

Estate of Nelson A. Rockefel ler
30 Rockefel- ler PLaza, Rm. 5600
New York, NY 10020

t e r  oa t
sec t ion



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Es ta te  o f  Ne lson A.  Rockefe l le r

for Redeterminat ion of a Def ic lency or for Refund
of New York State Personal Incone Tax under Art ic le
22 of the Tax Law for the Years 1976 and 1977 and
New York City Personal Income Tax under Chapter 46,
Ti t le T of the Administrat ive Code of the Citv of
New York for the Year 1977.

AFFIDAVIT OF MAILING

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 Coumisslon, that he is over 18 years of age, and that on the
6th day of February, 1985, he served the wlthin notLce of Declslon by cert l f ied
mai l  upon Edward J. P. Zlumerman, the representat ive of the pet i t ioner in the
wl-thin proceeding, by enclosing a true copy thereof in a securely sealed
postpald ! , / rapper addressed as f  ol lows:

Edward J. P. Zlmmerman
30 Rockefel ler PLaza, Rrr.  5600
New York, NY 10020

and by deposlt ing same enclosed i .n a postpald properly addressed wrapper in a
post off ice under the exclusive care and custody of the United States Postal
Servl-ce wlthin the State of New York.

That deponent further says that the said addressee is the representat ive
of the pet l- t ioner hereln and that the address set forth on saLd wraPPer is the
last known address of the representat l .ve of the pet i t ioner.

Sworn to before ne this
6 th  day  o f  February ,  1985.

thor ized
pursuant to

to adm



S T A T E  O F  N E W  Y O R K
S T A T E  T A X  C O M M I S S I O N
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February 6, 1985

Estate of Nelson A. Rockefel ler
30 Rockefel ler Plaza, Rm. 5600
New York, NY 10020

Gent lemen:

Please take not lce of  the Decis ion of  the State Tax Conrniss lon enclosed
herewi th.

You have now exhausted your rlght of revlew at the admlnistrative 1evel.
Pursuant  to sect ion(s)  690 & 1312 of  the Tax Law and Chapter  46,  T i t le  T of

the Adrnin is t rat ive Code of  the Ci ty  of  New York,  a proceeding ln  cour t  to
rev i -ew an adverse decis ion by the State Tax Conur iss ion may be inst l tu ted only
under Article 78 of the Civil Practice Law and Rul-es, and must be cornmenced in
the Supreme Court of the State of New York, Albany County, withln 4 months from
the  da te  o f  t h l s  no t i ce .

Inqulries concerning the computation of tax due or refund all-owed ln accordance
wl th th is  decis ion may be addressed to:

NYS Dept. Taxation and Fl-nance
Law Bureau - Ll t igat lon Unlt
Bul lding i /9,  State Campus
Albany, New York 12227
Phone # (518) 457-2070

Very truly yours'

STATE TAX COMMISSION

cc:  PetL t ioner rs  Representa t ive
Edward J. P. Zl-mmerman
30 Rockefe l le r  P laza ,  Rm.  5500
New York, NY 10020
Taxing Bureaurs Representat ive



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet l t lon

o f

ESTATE OF NELSON A. ROCKEFELLER

for Redetermlnat ion of a Def ic iency or for
Refund of New York State Personal Income Tax
under Artlcle 22 of the Tax Law for the Years
1976 and L977 and. New York City Personal
Income Tax under Chapter 46r Title T of the
Adninistrative Code of the City of New York
fo r  the  Year  L977.

DECISION

Peti t ioner,  Estate of Nelson A. Rockefel ler,  30 Rockefel ler Plaza'  Room

5600' New York, New York 10112, f i led a pet i t ion for redeterminat lon of a

deficlency or for refund of New York State personal l-ncome tax under ArtIcLe 22

of the Tax Law for the years 1976 and 1977 and New York City personal income

tax under Chapter 46, Title T of the Aduri-nistrative Code of the City of New

York for the year 1977 (Fi le No. 28}91).L

A fornal hearing2 was held before Frank W. Barr le,  I lear ing Off icer,  at  the

offices of the State Tax Commisslon, lbo tr{orld Trade Center, New York, New

The Audit Di.vislon offset overpayments of tax in 1974 arrd 1975 agalnst the
al leged def ic lencies in tax for 1976 and 1977.

The hearing was a consolidated hearing concerning the petitions of David
Rockefel ler,  Estate of John D. Rockefel ler 3rd and Blanchette H.
Rockefel ler,  Estate of Nelson A. Rockefel- ler,  and Laurance S. Rockefel ler.
The parties had agreed that the State Tax Commlssion would lssue a
decision concerning the pet i- t ion of Laurence S. Rockefel ler only.  As a
result ,  a decision in the Matter of the Pet i t ion of Laurance S. Rockefel- ler
was issued on October 5, I
representat ive, separate decisions are now being issued wlth regard to
the related matters.
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York ,  on  Ju ly  13 ,  1983 a t  9 :30  A.M. ,  w i th  a l l  b r ie fs  to  be  submi t ted  by  Decenber  2 ,

1983. Pet l t ioner appeared by Edward J. P. Zimmerman, Esq. and Davld G. Fernald'

Esq. The Audit  Divis ion appeared by John P. Dugan, Esq. (Anne W. Murphy, Esq. r

o f  counse l ) .

ISSUES

I. lJhether i t  was proper that pet i t ionerrs decedent used New York adjusted

gross income as a base against which he determined excess i temized deduct ions

represent ing an i ten of tax preference.

I I .  Whether pet i t ionerfs decedent,  for purposes of determining New York

?
State/City" minimum income taxes, properly subtracted ( i )  his New York

State/City personal income taxes and ( i i )  an amount equal l lng the nodif icat ion

for al locable expenses attr ibutable to i tems of tax preference.

FINDINGS OF FACT

Pet i t ioner ,  by l ts  representat ive,  Edward J.  P.  Z i rmernan,  Esq. ,  and the

Audi t  Div is ion by i ts  represent .at ive,  John P.  Dugan,  Esg.  (Anne lJ .  Murphy,

Esq.r  of  counsel)  entered in to an undated st ipulat ion of  facts (Exhlb i t  t tHH",

herein)  which is  incorporated in to and made a par t  of  th is  decis ion.

1.  Pet i t ionerrs decedent ,  Nelson A.  Rockefe l ler ,  f i led a New York State

lncome tax return for L976 and a New York State/City income tax return for

tL
L977. '  Attached to each return rras a New York State Mininum Income Tax

3 New York City minimum incone tax is at issue for L977 only.

4 Because New York City mlnimum income tax is at issue f.or L977 ' it is
reasonable to assume that pet i - t i -onerfs decedent f i led a New Yofk
State/City income tax return for 1977. I t  is also reasonable to assume
that pet i t ionerfs decedent f i led only a New York State income tax return
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Computation Schedule5 or, which he subtracted (1) New York State lncome taxes of

$8921631 for 1976, and, ( i i )  New York State/City lncome taxes of $5601202 for

1977. He also subtracted an amount equal to the modif lcat ion of al locable

expenses attr ibutable to i tems of tax preference of.  $2721653 and $520r859 for

L976 and. Lg77, respect ivelyr6 in determining his total-  i tems of tax preference

subject to minimum income tax. In addition, in determinlng excess itemized

deduct ions, pet i t ionerrs decedent used a base of 60 percent of his New York

adjusted gross lncome instead of 60 percent of hls Federal  adjusted gross

income.

As a result, Mr. Rockefeller reported New York State minlmum lncome

tax  due o f  $21,575 and $58,493 fo r  the  years  1976 and 1977,  respec t ive ly ,  and

New York City ninlnun income tax due of $24,372 for L977.

2. For exampl-e, pet i t ionerrs decedent calculated his excess i tenlzed

deduct ions for 1976 as fol lows. His start ing polnt was hls 1976 Federal

for L976 because New York City mlnimun income tax is not at issue for
1976, I t  is not possible to ver i fy these assumptlons because, in l ieu of
the lntroduct ion of the relevant tax returns, the part les st ipulated to
rfrelevant figure employed by the Audit Dlvisiontr to calculate the alleged
def ic iencies. In addit lon, pet l t ionerrs decedent later f l led amended tax
returns. References hereinafter to the tax returns are to the returns as
amended.

The New York State Minimum Income Tax Computation Schedules filed by
pet i t ionerrs decedent were later amended, and references herein are to the
amended schedules.

During the years at issue, Tax Law $615(c) (4) and New York City
Administrat lve Code $T46-115.0(c)(a) provided that a resident lndlvldualrs
federal  i temlzed deduct lons were to be reduced by the nodif icat lon for
al locable expenses attr ibutable to i tems of tax preference as def ined in
Tax Law $623 and New York City Administrat ive Code 5T46-123.0 when
conput ing his New York State/CLty i temlzed deduct ions.
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adjusted gross income which was $4,670,9L0. He then ut i l ized Tax Law $612

(which prescr ibes certain addit ions and subtract ions to tr 'ederal  adJusted gross

income) to determine his New York adjusted gross income u'hich was calculated to

be $4 ,970r388.  Pet i t ioner 's  decedent  then u t l l i zed  60  per rcent  o f  h is  New York

adjusted gross income to calculate excess l temized deduct ions. To compute

excess i temized deduct ions for New York State tax purposes, pet i t ionerrs

decedent subtracted (1) his deduct ions for state and local lncome taxes of

$8921631 taken on hls Federal  return, and ( i i )  an amount equal to the modif icat ion

of al loeable expenses of $27216537 fron his Federal  i teni .zed deduct ions of

$4 ,514,319 resu l t ing  in  $3 ,349,035 o f  wh ich  $366,802 is  j .n  excess  o f  60  percent

o f  $4 ,970,388 (h is  New York  ad jus ted  gross  income) .

3. On November 22, L978, the Audit  Divi .s ion issued two statements of

audit  changes agalnst pet i t ioner,  Estate of Nelson A. Rockefel ler.  One al leged

additional New York State personal lncome tax and mi.nimun income tax due of

Pet i t ioner ut i l ized a quadrat ic equat ion which was solved mathematlcal ly
to determine the amount of the nodlf icat ion for al locable expenses
attr ibutable to i tems of tax preference which he sutr tracted from the i tems
of tax preference subject to minimum tax. According to the st lpulat lon of
the  par t ies :

' rPet i t ioner el iminated the nodif icat ion of deduct ions
from the i tems of tax preference, and, since the computat ion
of the nodif icat ion of deduct lons for al locabler expenses
includes it,ems of tax pref erence, the same amorrnt was
eliminated from that computation. The amounts of these two
ellminations lrere interdependent. In lieu of a determination
by trial and error, the computation was nade b1' means of
algebraic formula, a quadrat ic equat ion [X'  -  t iE + G) (X) +
(E) (G-A) = 0l  which was solved mathematical ly.r '

This quadrat ic equat ion is explained in detai l  in the st ipulat ion.
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$137,972.00  p lus  in te res t  fo r  1976 (a f te r  o f fse t t ing  overpayments  a l lowed o f

$5,629 and $637 f .or I974 and 1975, respect ively).  The other al leged addit ional

New York State/City personal income tax and minl-mum incou.e tax due of.  $232,825.00

plus lnterest.  The Audit  Divis ion adjusted the excess l temized deduct lons of

pet i t ionerrs decedent to the anounts that were reported on his Federal  tax

return. According to the Audit  Divis ion, under Tax Law $622(b),  the i tems of

tax preference reportable to New York are the same as the i tems of tax preference

reported for Federal  tax purposes.

4. On August 17, 1979, the Audit  Divls ion issued a Not ice of Def lc iency

against pet i . t loner al leging addit ional New York State/City lncome tax due of

$ 3 7 0 ' 7 9 7  p l u s  i n t e r e s t .

5 .  Per i t ioner  contends  tha t  the  f 'Tax  Benef i t  Ru le r r  I I .R .C.  S58(h) ]

appl ies to the computat lon of New York i tems of tax prefe,rence. Therefore, i t

argues that the federal itemized deductions should be red.uced by the amount of

New York State/City income taxes included in federal Ltenrized deductions

because such taxes are not deductibl-e in computlng New York taxable Lncome.

Pet i t ioner also maintains that the federal  l temized deduct ions should be

reduced by the modif i -cat ion for al locable expenses attr l t rutable to i tems of tax

preference because no tax benefit was derived therefrom, and that New York

adjusted gross income should be used as a base to determl.ne excess l temized

deduct ions.

CONCLUSIONS OF I,AW

A. That, Tax Laut 5622 provides, 1n part, as fol-lows:

"New York minimum taxable income of resldent indlvidual. -- (a)
The New York minimum taxable income of a resident lrrdlvidual shall be
the sum of i tems of tax preference, as descr ibed ln subsect ion (b) of
t h i s  s e c t i o n . . .

* * *
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(b) For purposes of this art ic le,  the term rr i tems of tax preferencert
shall mean the federal items of tax preference, as d.efined 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

B. That New York Clty Adninistrat lve Code $T46-L22.0 contains essent ial ly

the same provision, as noted in Conclusion of Law t tAttr  ggpg, with respect to

the New York Clty mlnlmum taxable income of a New York Ci.ty resident indivldual.

C. That durlng the years at issue, the Tax Law and the New York City

Adninistrative Code did not contain provisions which allc'wed a portion of New

York State or New York City income taxes or the nodificat.lon for allocable

expenses attr ibutable to i tems of tax preference to be de,ducted fron federal

items of tax preference in arriving at New York State and New York City items

of tax preference. Furthermore, there nas no authority i.n the Tax Law or the

New York City Adnlnistratlve Code which pernitted the user of New York adJusted

gross income in determlning excess iteurized deductions surbject to New York

State or New York City minimum lncome tax.

Tax Law $622(b) (5) and the New York City Adninisrtrat ive Code

5T46- f22 .0(b) (5 ) ,  wh ich  prov ide  fo r  the  reduc t ion  o f  ad j t rs ted  t temized deduct ions

by a portion of income taxes includible therein, nere adcted by Chapter 669 of

the Laws of 1980. However, these amendments hrere effecti.ve June 30r 1980 and

appl icable only to taxable years beginning after Decenber:  31, 1979.

D. That the federal  tax benef i t  rule under I .R.C. f i58(h) is not appl lcable

to  the  issues  a t  hand.  Marx  v .  S ta te  Tax  Coun iss ion ,  47 t l  N .Y.S.2d  133.

E. That,  therefore, the pet i t ionerrs decedent incor:rect ly calculated hts

mininum income tax and modification for allocable expens€r attrlbutable to tax

preference i tems for the years at issue.



F. That the pet l t ion of Estate

Notice of Def ic iency ls sustained.

DATED: Albany, New York

FEB O 6 i9B5

1

of  Nelson A.  Rockefer l ler  is  denied and the

STATE TA).I COI"MISSION


