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STATE OF NEW YORK

DEPARTMENT OF TAXATION AND FINANCE

METROPOLITAN REGIONAL OFFICE

80 cENnE S.T., NEllu YORK t3. l{. Y.
;'.-

tSNJAratN A. ttntNrTEtrl

iairoN^L tal tuPtnvrloi

ADDRISS YOUi iEPLV T1O

SfATE TAX COMMISSION
JgtEPH H. UURPHY. ?ir.totftt

tRA J. PALTT1TN

JAME9 R, MACPUTF

Commissioner .Toseph H.
State Tax Conunission
Albany, New York L2226

My dear Cornmissioner:

llurp

ilohn H. Mccrath and Mary F. McGrath (his wife)
(Special Investiqations Bureau lvlatter)

Transmitted herewith in duplicate is report of investigation submitted
by Nat MitcheLl of the Special Investigations Bureau with respect to
the above indicated taxpayers

The rnatter was referred to the Special. Investigations Bureau after it
was disclosed by our Federal Information Unit that there had been
Federal adjustments for the years L954 through L956, and such adjustments
had not been reported to us by the taxpayers.

The investigation disclosed that the taxpayer and hisrwife have been
domiciled and have resided in Texas for many years. The taxpayer was
temporarily assigned to the New York office of his ernployers and continued
to maintain a permanent p3-ace of abode in Texas and ?ris wife continuously
resided there. He is now retired and continues to l ive in Texas.

Although the taxpayer filed New York State returns covering personal
service compensation received in New York State, additional income in
the form of interest and dividends received by his wife on assets owned
by her were not reported. This was discLosed upon the basis of the
information obtained from the Federal reports.

Xn view of the fact that Mary F. l,leGrath continuously reslded in Texas,
the taxpayer proceeded upon the basis that his wife'l Lncome was not
properly incl-udable for State tax purposes.

Based upon the fact that the returns filed for State purposes for the
years under review $rere set forth to be joint returns, it was the
conclusion of the Special Investigations Bureau that the taxpayers are
properly liable to Lhe tax on the income and dividends referie& to.

Giving heed to the full cooperation extended by the taxpayer and his
rePresentatives, and the debatable question involved in taxing the
wife's income, the recommendation has been made.that penalt iei and
interest be waived and the basic tax tendered be accepted.
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Commissioner Joseph H. Murphy
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Enc losure  (21

September i6, l9O5
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Upon review of al l  of the circumstanees involved, the writer is incl inedto endorse the reeonmendations of the speciai i ; ; . ; I i9"l ior," Bureau.

If ' upon revi'ew, -you are in agreement qith the proposed disposition ofthe matter, r": l?_y"y.f"-kind enough to-ieturn one approved copy ofthe report here iuLmitted. 
-r5--
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Regional Tax Supervisor
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DEPARNilENT OF TAXANON AND FINANCE

MEMORANDUM

TO:

FROM:-

SUBJECf:

N. H. }ITTCHEIf,,
Deputy Eax Conntsgloaer

.-' Speclal. I:rvEgtlgatlons Bureau

Jolur H. McGrath and.
Sffy. F._ McGratb,, Wlfe
121111 Bbett Drlie
Houstop, [exas

OFFICE

DATE SEP 9 1965

Years
r.fl5fi-
L955
L956 795.5L

553.5t+
#zlN,T

JOfi Pena].iuv
wf-T

708.09

@
Appllcat1or. bas.been na,ir,e for abatement of peualty ($1,gg6.3il ana,latbrest ($err3&.50) for the years-i%tn,-1lSi 

"a," 
L;ie'.-'

In a letter d.atedl,_August_1?1 _L965 _!"opy enclosedt ) fron the attonneys,vLuson, Elkbgr yegnE a seii,rs- ol ttouiboo, rei"J, lrtite-ir"s encLosedla cashtenrs cbeok ln the amount of gfr4f?'.Zo. Cfrre GE iend.erecl oabehalf of the taxpayers $r. full payi6it-ii trre balanoe of baglc taxclue (see EcheituLe-aitacrrea). esieisneats have not beea lesueal.
ou:r audl'lt ls baeed upon Fecleral f lndtlngs. We have beea !:r oqntaot
*lffaxpayerE by oornespond.ence, uy tErephone ana ia-orrree confercroe.'r:ney naye Deen exceBtlona.Lly coopenatlve.
Pursualob to ou:r requestr lbere were subnltted, IT lL5rs, e renlttancetor *335.-53 (lre payment'of thelr conpui"iion of, trre-tai oa tbe If ttJrs),a revlsed' Revenue {gggtrs report, ph6tos or relainea-copres of New york
state tax returns (4rqv. record.i hact been aes#oiJalr-i"a-p[otoJ' oi--'the cbecks ln payneat of-ta:c on the oriiinr-r retuhJ;'

Jle-rT 115t"' l: fllsq' lrleted,.only tbe Fed.erar d,tsallowanoes appttcabreto lncone eanredl' ln Neir lork statel stcb ae nearcar -rpense, ooilrtuu-tl:?9r *4 bustraese eateriarnneat experLsor C"xpavere-EJ-nputedt theadd.1tloral tax aadt sent a cheok fn piyneai.

U"agl ncrranggg tbat d.o aot affeot New York state lncome .tax returresroa the If 115t!r ?gt"tlons were mail,e of ad.d.ltlonaL Feaeral 
";."duJ!:It:|]lf$,to ervld.end. lncome, lnterest expeases orr cttvld.enil inEone,

3f*"!!ltl*_f"ffi.r.Il"S;"ll.;3!"d1::" excludedr from rhe conpurarloi

Jobn MgGrath (now netlredf was enployedt. by the Trdffle Dlvlslon of as-teanshlp oonparlrr_Bni[ tenponarlly aislgn;a $ til-New yorr offloe.He reportect the sirary eari,eiL tn [Iew xoiri.oa the state tax returne af,d.pald, the tax d,ue.
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bo 9/L5/65
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. J N. H. }IITCHELL -2- Be: Joha H. MoGnath auil
. l{arX F. McGratb, Wlfe

lt oy MoGlath ooatiauedl, to na!.ntatn a penmanelrt reslAence ln Eouston,
Texgsr.,.whlLe her buEbandl was employecr.-ln New york state.

Howeyen, -the retafne$ coples of New York State retuzns voJ.nntarlly
subnltteit to us by tbe taxpayers were Jolnt reslcleat returns wlth-an
aclclress ln Forest Hltls, Nen York. gne taxpayens contencl that tbe
Jolut.r reslilgnt returns-were flled 1n errorl inasmucfr as the wlfe bad.
Tgt.ch-angedl ben perrnanent reslctence ln Texa6. They actvlse firrther ,
9F"t_!h9_ttlorlty of the lnvestmento vrere la the wifers name, anA t'Uat
the d'lvlclenits were malleil to her at ber perna;aent resldtence ia Texae.

9oT" $&6rooo.oo gf lhe $53rooo.oo ln Fed.eral. ohanges oonprlse ctlvlitend.,
laterest anil capltal galn id.Justnents. It 1s aou6tfut wlether our poei-
tlon can be sustalned-ou appeal for most of the adtil.ltlonal hroone
lncLuclecl la our audllt.

i

:

We neconmend, thst the check ln the anornet of $3rlr3?.ZO be aoceptecl 1a
{ofl payneert of the basle tax for the yeara ]95h,-L955 and L956. It
ls further resommerrdteiL tbat peualty ani tnterblt-te-ibatect tif futl.

Beepeotfully subnltted,

SPECIAL INI/ESTIGATIONS BUREAU

q -/ ',t
/, L t.to.4

Sealor Speolal Tax Irevestlgator

DABED SEP 10 1965
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Assoolate Speslal Ta:c I:rve

Prlnolpal Speolal Ta:c Investlgator

Deputy Eax Coumlselonen

E)o Err .EgffnE|EglIL f/..i,/,. t
Beglonal Tax SupervlE6r' 
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