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Mr. Berinstein:

Re: JCHN H. McGRATH and MARY F. McGRATH

| Returned herewith is the file ycu submitted for
Tax Commissicn approva! in the abcve matter.

You will ncte that Commissioner Palestin has
indicated his approval on your letter; Commis~
sicners Murphy and Macduff have each signed the
twc copies of the repcrt of the Special Inves-
tigations Bureau dated September 9, 1965.

Secretary to the
State Tax Commissicn

(ctcber 13’ 1965
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‘ State Tax Commission ’é’ {
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!
Albany, New York 12226 \\}:

My dear Commissioner:

John H. McGrath and Mary F. McGrath (his wife)
(Special Investigations Bureau Matter)

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 matter 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 1954 through 1956. and such adjustments
had not been reported to us by the taxpayers.

P The investigation disclosed that the taxpayer and his wife have been.

! domiciled and have resided in Texas for many years. The taxpayer was
temporarlly assigned to the New York office of his employers and continued
to maintain a permanent place of abode in Texas and his wife continuously
resided there. He is now retired and continues to live in Texas.

: . Although the taxpayer filed New York State returns covering personal
- - service compensation received in New York State, additional income in
v 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 obtalned from the Federal reports.

In view of the fact that Mary F. McGrath continuously resided in Texas,
the taxpayer proceeded upon the basis that his wife's income was not
properly includable for State tax purposes.

Based upon the fact that the returns filed for State purposes for the
years under review were set forth to be joint returns, it was the
conclusion of the Special Investlgatlons Bureau that the taxpayers are
properly liable to the tax on the income and dividends referred to.

| Giving heed to the full cooperatlon extended by the taxpayer and his

5 representatlves, and the debatable question involved in taxing the

r wife's income, the recommendation has been made.that penalties and
interest be waived and the basic tax tendered be accepted.

) ‘ - T — :
‘x . ’
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Commissioner Joseph H. Murphy -2 - September 16, 1965

4.

Upon review of all of the ciréumstanées involved, the writer is inclined
to endorse the recommendations of the Special Investigations Bureau.

1f, upon review, you are in agreement with the proposed disposition of
the matter, woulg you be kind enough to return one approved copy of
the report here submitted. o . .

3
Veryftrulyﬂyo%gg,

e ~

Regional Tax Supervisor

BBB:GB*
Enclosure (2)
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DEPARTMENT OF TAXATION AND FINANCE R %

o MEMORANDUM |
N. H. MITCHELL : , " :

TO: Deputy Tax Commissioner : OFFICE ' :

| FROM:- .’ Special Investigations Bureau DATE SEP 9 1965

SUBJECT: John H. McGrath and

Mary F. McGrath, wWife
12114 RBRhett Drive

: |
Houston, Texas S :
|

e % o I7t§7§§t |
ears 50% Penalty to 9/1
1955~ “$ 029.25 3 .
o me Za
' $ » : $ ] ‘5‘3

Application has been made for abatement of pemalty ($1,886.37) and
intérest ($2,134.50) for the years 1954, 1955 and 1956. .
In a letter dated August 17, 1965 (copy enclosed) from the attorneys,
Vinson, Elkins, Weems & Searls of Houston, Texas, there was enclosed
a cashier's check in the amount of $3,437.20. This was tendered on
behalf of the taxpayers in full payment of the balance of basic tax
due (see schedule attached). Assessments have not been issued.

Our audit is based upon Federal findings. We have been in contact

with taxpayers by correspondence, by telephone and in office conference. ‘
They have been exceptionally cooperative. )

Pursuant to our request, there were submitted IT 115's, a remittance

for $335.53 (in payment of their computation of the tax on the IT 115°'s),
a revised Revenue Agent's report, photos of retained coples of New York
State tax returns (Albany records had been destroyed), and photos of

the checks in payment of tax on the original returns.

The IT 115's, as filed, listed only the Pederal disallowsnces applicable
to income earmed in New York State, such as medical expense, contribu-

tions, and business entertainment expenseé. Taxpayers computed the’
additional tax and sent a check in payment.

Under "Changes that do not affect New York State income -tax returnst®
on the IT 115's, notations were made of additlonal Federal changes
pertaining to dividend income, interest expenses on dividend income,

and caplital gains. These amounts were excluded from the computation
of additional New York State tax due.

John Mcérath (now retired) was employed by the Traffic Division of a
steamship company, and temporarily assigned to the New York office.

He reported the salary earmed in New York on the State tax returns amd
pald the tax due. o




‘ APPROVED: )

N. H. MITCHELL -~2- Re: John H. MeGrath and
' : Mary F. McGrath, Wife
’ ]
Mary McGrath continued to maintain a permanent residence in Houston,
Texas?;while her husband was employed in New York State.

However, the retained copies of New York State returns voluntarily
submitted to us by the taxpayers were joint resident returns with an
address 1n Forest Hills, New York. The taxpayers contend that the
Joint, resident returns were filed in error, inasmuch as the wife had
not changed heér permanent residence in Texas. They advise further .
that the majority of the investments were in the wife's name, and that
the dividends were mailed to her at her permanent residence in Texas.

Some $46,000,00 of the $53,000.00 in Federal changes comprise dividend,
interest and capital gain adjustments. It is doubtful whether our posi-
tlon can be sustained on appeal for most of the additional income

Ancluded in our audit.

We pecommend that the check in the amount of $3,437.20 be accepted in
full payment of the basic tax for the years 1954, 1955 and 1956. It
1s further recommended that penalty and interest be abated in full.

Bespectfully submltted,
SPECIAL INVESTIGATIONS BUREAU

5’_{‘44’/{ .

E. LInd :
Senlor Special Tax Investigator

E'j . E%ciﬁn )

Assoclate Special Tax Inve h%gator

parep SEP 101965

CONCURRED IN:

M. wWacht
Principal Special Tax Investigator

- ). :
~ ) ,\g_ /, o PRy
U L
N. H. Hitchell

Deputy Tax Commissioner

B. B. Berinsteln Y
Beglonal Tax Supervisor’//




