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STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Petition

of .
. AFFIDAVIT OF MAILING
MARY P. JACKSON _ OF NOTICE OF DECISION

BY (CERTIFIED) MAIL

For a Redetermination of a Deficiency or

a Refund of Personal Income :
Taxes under Article(s) 22 of the
Tax Law for the (Year(s) 1964. :

State of New York
County of Albany

Martha Funaro , being duly sworn, deposes and says that
she is an employee of the Department of Taxation and Finance, over 18 years of
age, and that on the 6th day of March s, 1974, she served the within
Notice of Decision (or Determination) by (certified) mail upon Mary P.
Jackson (representative of) the petitioner in the within
proceeding, by enclosing a true copy thereof in a securely sealed postpaid

wrapper addressed as follows: Mrs. Mary P. Jackson
‘ 168 Crescent Avenue
Buffalo, New York 14214

and by depositing same enclosed in a postpaid properly addressed wrapper in a
(post office or official depository) under the exclusive care and custody of
the United States Post Office Department within the State of New York.

That deponent further says that the said addressee is the (representative
of) petitioner herein and that the address set fbfth on said wrapper is the last

known address of the (representative of the) petitioner.

Sworn to before me this

Q
6th, day of March y 19 74 Ci;:;)}4>ﬁ/4b;t:%f::‘;25:;;>7Lnﬁzc7
Apbfe ) i




STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Petition

of :
: AFFIDAVIT OF MAILING
MARY P. JACKSON . OF NOTICE OF DECISION
: BY (CERTIFIED) MAIL
For a Redetermination of a Deficiency or
a Refund of Personal Income :
Taxes under Article(s) 22 of the
Tax Law for the (Year(s) 1964, :
State of New York
County of Albany
Martha Funaro » being duly sworn, deposes and says that

she is an employee of the Department of Taxation and Finance, over 18 years of

age, and that on the 6th day.of March s 1974 , she served the within

Notice of Decision (or Determination) by (certified) mail upon Magavern, Magavern,
Lowe & Beilewech, Esqs.(representative of) the petitioner in the within
proceeding, by enclosing a true copy tﬁereof in a securely sealed postpaid

wrapper addressed as follows: Magavern, Magavern, Lowe &
‘ Beilewech, Esgs.

900 Prudential Building

Buffalo, w Y 4202
and by depositing same enclosed in a p%sgpaﬁepropoeri:]fy ad%lressed wrapper in a

(post office or official depository) under the exclusive care and custody of
the United States Post Office Department within the State of New York.

That deponent further says that the said addressee is the (representative
of) petitioner herein and that the address set foﬁh on said wrapper is the last

known address of the (representative of the) petitioner.

Sworn to before me this ‘
o

6th day of qyarch y 1974 QV:%L\/( J%W
7 /




STATE OF NEW YORK .
DEPARTMENT OF TAXATION AND FINANCE

BUILDING 9, ROOM 214A
STATE CAMPUS
ALBANY, N. Y. 12226

STATE TAX COMMISSION

%%ﬁ&&%xﬁﬁu}lzm Aioent AREA CODE 518
A. BRUCE MANLEY 457-2655, 6, 7

MILTON KOERNER

DATED: Albany, New York
Maxch 6, 1974

Mxs. Mary P, Jagkson
168 Cressant Avenue
Buffalo, New York 14214

Deazxr Mrs. Jackson:

Please take notice of the DECISION
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Section (s) 690 of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 4 moaths

from the date of this notice.

Any inquiries concerning the computation of tax

- due or refund allowed in accordance with this

decision or concerning any other matter relative

hereto may be addressed to the undersigned.
These will be referred to the proper party for
reply.

Very truly yours,

Enc.

cc: Petitioner's Representative
Law Bureau

STATE TAX COMMISSION
HEARING UNIT

EDWARD ROOK

SECRETARY TO
COMMISSION

ADDRESS YOUR REPLY TO




STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petition
of

MARY P. JACKSON DECISION
for a Redetermination of a Deficiency
or for Refund of Personal Income Tax
under Article 22 of the Tax Law for
the Year 1964.

LT Y Y S Y S Y S T S Y S Y R T R Y N T T T )

Mary P. Jackson, petitioned for a redetermination of defi-
ciency in personal income tax under Article 22 of the Tax Law
for the year 1964.

A formal hearing was held at the offices of the State Tax
Commission, Buffalo, New York on May 18, 1971, before L. Robert
Leisner, Hearing Officer. The taxpayer was represented by
Magavern, Magavern, Lowe and Beilewich, and the Income Tax Bureau
was represented by Edward H. Best, Esd., (Alexander Weiss, Esq.,
of Counsel).

ISSUE

Were two notes held by the taxpayer in 1964 valid debts and

did they become worthless in 19647

FINDINGS OF FACT

1. Petitioner, Mary P. Jackson, timely filed a New York
State income tax return for the year 1964.

2. A Notice of Determination of deficiency in income tax for
the year 1964 was issued on March 27, 1967, against Mary P. Jackson,

under File No. 26134442,




3. The taxpayer petitioned for redetermination of the
deficiency.

4. The taxpayer's daughter, Mary, was for a period of time
married to John G. Flanagan. Mary and John G. Flanagan were
legally divorced on October 7, 1963.

5. 1In 1958, John G. Flanagan formed the Flanagan Supply
Company of Phoenix, Arizona. On August 1, 1958, taxpayer loaned
John G. Flanagan the sum of $10,000.00 on his demand note at 3%
interest. The taxpayer always considered the amount to be a
loan to John G. Flanagan and at all times fully anticipated
eventual repayment.

6. Flanagan Supply Company experienced financial diffi-
culties during its existence and was forced to borrow substantial
sums of money to continue its operation. Eventually in July,
1961, the shareholders of Flanagan Supply Company elected to
liquidate the corporation.

7. During the period from 1958 to 1961, John G. Flanagan
had invested substantial amounts of money into the Flanagan
Supply Company, part of which was from the proceeds of a $15,000.00
loan to John G. Flanagan from the Valley National Bank of Phoenix,
Arizona. The term of the bank loan was renewed periodically until
August, 1964. In order to obtain the personal loan from the
Valley National Bank certain securities belonging to Mary Flanagan

were pledged as collateral.
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8. When the bank loan was renewed by the bank on July 13,
1964, it was evidenced by a note payable to Valley National
Bank of Arizona signed only by John G. Flanagan in the amount of
$15,000.00. Although Mary Flanagan and John G. Flanagan were
legally divorced at the time of the July 13, 1964 renewal note,
the Valley National Bank continued to hold the securities of the
former Mrs. Flanagan as collateral for the loan.

9. On August 3, 1964, taxpayer paid the Valley National
Bank the sum of $15,000.00 plus interest and received an assignment
of the bank's note and filed the collateral securities of her
daughter.

10. At the time of the purchase of the bank's note, taxpayer
fully expected eventual repayment of the total sum owing. During
the fall of 1964, taxpayer directly and through her daughter,
Mary, made repeated demands for payment of the July 13, 1964,
note for $15,000.00 to the bank and also the note for $10,000.00
of August 1, 1958, payable to her.

11. John G. Flanagan refused said demands for payment and
told taxpayer that it would not do her any good to sue him on the
notes since he did not have sufficient assets to pay the notes.
At approximately this same time, John G. Flanagan ceased making
alimony and child support payments to Mary Flanagan.

12. Taxpayer sought the advice of her attorney regarding
suit for collection, and he advised her that she should not and

need not incur additional legal expenses in a useless gesture;

that if Mr. Flanagan did receive any assets in the future, these




- 4 ~
should and would be used for child support.

13. Until that time, she allegedly considered the debt to
be a loan of money and anticipated eventual repayment. After
the discussions with her attorney, she concluded that a collection
suit would be a waste of money and a useless gesture.

1l4. The Notice of Deficiency and petition were directed
to whether the $15,000.00 note was a long-term capital loss, but
at the hearing the taxpayer also submitted evidence of the
$10,000.00 note on the same question of capital loss and moved
to conform the pleadings to the proof. This motion was granted.

CONCLUSIONS OF LAW

A. The taxpayer's transactions on the notes were family
transactions with John G. Flanagan, the taxpayer's son-in-law.
The transactions were not deductible losses.

B. The purchase of the $15,000.00 collateral note by the
taxpayer was in effect a gift to her daughter and it was not a
capital loss.

C. The petition of the taxpayer is denied. The deficiency

in income tax against the taxpayer for the year 1964 is sustained.

DATED: Albany, New York STATE TAX COMMISSION

March 6, 1974

COMMISSIONER

Y |
444 /7/444&,(7,_

COMMI SSIONER

\ W Voo

COMMISSIONER
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TO: Mr.
Revi

Income Tax Bureau

Gabriel DiCerbo,

ew Unit

MEMORANDUM

Chief

Room 104, Building =8

FROM: 5% (5 rdety 5T e

Hearing Unit

Room 214A, Building #9

RE:/AZa%ﬁy/ /? :TZQLKiSzNV/

DATE: %%?(

SOCIAL SECURITY NO.

/- 36339

Please advise as to the last known address for the above named

taxpayer.

HEARING OFFICER

Taxpayer's last known address is:

/MWCL«

ﬁu@@daf N M2

/770

- Necond %% /97) ¥/197L
//1§L€2%1« 4L3f7q
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R STATE OF NEW YORK

A. BRUCE MANLEY
MILTON KOERNER

EARING T
DEPARTMENT OF TAXATION AND FINANCE HeRRNE S
BUILDING 9, ROOM 214A EDWARD ROOK
STATE TAX COMMISSION STATE CAMPUS SECRETARY To
. . ALBANY, N. Y. 12226 COMMISSION
Mﬁﬁh&xﬁxﬁﬁﬁ‘iﬁ&‘m&%m AREA CODE 518
457-2655, 6, 7
ADDRESS YOUR REPLY TO
DATED: Albany, New York

March 6, 1974

Mrs. Mary P. Jackson

168 Creseent Avenue
Buffalo, New York 14214
Dear Mrs. Jackson:

Please take notice of the DECISION
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to

Section(s) 690 of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 4 months

from the date of this notice.

Any inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
These will be referred to the proper party for
reply.

Very truly yours,

En.c. AU > . .
Secretary, e Tax Commlssion

cc: Petitioner's Representative
Law Bureau

STATE TAX COMMISSION
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STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter o;: thc htitim R
of |

 MARY P. JACKSON DECISION

lfor a Redetermination of a Deficiency

or for Refund of Personal Income Tax
-under Article 22 of the Tax Law tor

se 06 02 e¢ w2 se e s s e 0 e e

Mary P. Jhckaon. petitioned zor a rodctormination of doti-f :
cinncy in pctlonal incoma tax undor Article 22 of the Tax Ltu
- for the year 1964.
A formal hcaring was held at‘the offices of thcAscatg Tax
- Commission, Buffalo, New York on May 18, 1971, before L. Roboftyl
' Laiahir.\ﬂnaring Officer. Thé tﬁxpnycr was rcprcndnt.d by L
Magavern, Magavern, Lowe and Beilewich, nnd tha Income Tax Burqau
wis,rgpreaented by Edward H. Best, Esq., . (Alexandcx w&ia-. xaq..
~ of Counsel). o | |

ISSUE

Were two notes hold by the taxpayur in 1964 valid debts and |
did thcy become wo:thlo:n in 1964?
| | IHDINGB * FA

1.\ ctitioner. Mary r. Jackaon. timely filed a New York
State income tax return for tho year 1964, |

2. Hoticu of Detcrmination of deficiency in ihcomo tax totviﬁ
the year 1964 was insuad on March 27. 1967. against Mary P. Jhck-on.

undor File No. 26134442.




o z’;
3. Th. taxpayer potitionod for rodotarminatioa of thc |
aoficiency. | | |
| “f 4. The taxpayer ] d&uqhtar. Hary. wa: for a pexiod ot tima
- Qariind to John G. rlanlgan. uary and thn G. Flanagln were
‘legally divorced on October 7. 1963. | |
‘;;‘5, In 1958. John G. rlanuqan formnd th. rlanagan Supply
 xcoﬁ§agyvo£ Phoonix, Axizona.; On Anguat 1. 1958, taxpuyor loaned
:idbhn G. rlannqln tha aul qt 319:909 oo on hi- dumand notc at 3%
ylintcrclt. Thc taxpayar always considored eho amount to be a
loan to John G. rlamagan and at all tum fully anticipatod
o .vontual. xcpnmnt.. ! ot [

6, rlanagan Supply cOmpany .xpexieneod tinancial ditti-
culties during itn axiotcnce and wun forcod to- borrow -nbatnntial |
 sums. of mnney to eontihuo its operatinn. Eventually in Julya
"1961. tha sharoholdcra o: Planuqan Supply CQmpany aloctud to
'~1iquidatc the corpoxation. | B

7. Dpuring the poxiod from 1958 to 1961, John G. rlanagan
had invn:tod -ub-tantial amounts af noney into the Flanagan
supply Campany, pl:t of uhich’uuaufrom,tha procoeds of a s;s.ooo.oqa
;;,1¢.§ to John G, élanaqan'!rom thc’Vallcy National Bank of Phoenix,
“Arizona. The term ot the hnnk 1oan was ranewud poriodically antilk 
,‘Auqnui.'1964. In erdox to obtain thl pcr-onal loan from the
‘VVhlley National Bank ccrtain -eeuritioa b.langing to nary rlanagan,*

. were pladged as collntu:al.




8 whon tho hank lcan was ronewad by ‘the bank an July 13.

o 5".19“' it wiis: "’id'w-d bx a note pmma to vm.oy lilatmnal
"”">73'“k °£ hrizona ‘iﬂnOd.only by thn 6. Flnnagan in,ﬁhc amount 0! e

E*ifgls oeo 00. Although nary rlanagan and John G. rlannqan were

“gélagtlly divo:cpd at ‘the time of the anly 13. 1964 roncwul noto.“
;i V£h- Vhlloy national Bank continued to hold tho securities ot’thc
’;‘«:1£ormor Hrn. rlanagan a: ocllataral tor ﬁhe 1oan. |
9 On Anqust 3. 1964. taxpayor pnid ﬁho vnllcy National

”;&nank the sum of $15 000 00 plus lntcroat and received an asaignmont .

oz the bank'- note and filed the collateral ucuritiu of her
,dauvhtnr. | | - |

10, At the time of the pureh.u o£ the banx'mt-o tup-ya o

f.; ‘,jf %!ully axpoctod cventuul :apaymont of tho total lum owing. bu:inq

. the tall of 1964. uxp.yez di:octly and throuqh her dnught.x.

f, fuary. mado rcpcntsd dcnanda for paymnnt ‘of tho July 13, 1964.
viﬁﬂfnotc for 315 000. 00 to thnfbnnk and also tho note for 310,000 ao
‘1;?tiia£ August 1, 1958. pnylbla to her. | (;'
£ 115‘ thn G. Flanaqun rofustd 'aid dsnandc fox pnymcnt nnd |
;Jtold taxpuy.r that it wauld not do hex any qood to sue him on. thn
'T1¥?a0tou ninco h. did not havu :uttlciunt an-ots to pmy th- noecn.u
5  &£ apprbximately thin nano tiue. Johrn G- Flanagan coasnd mnkinq
umoay and child luppprt payments to uaxy runaqan.
| = 12, Tuxpayor sought the advict of hox attorn-y :ogarding
'  §:_lu1t for call.ction. tnd he advin.d hnx thnt -hc uhould not and

~ need not incur additionnl legal expenses Ln a unoloss q.ttur.:

,JTthhat if Mr. rlanaggn did rccoivc any atactl in th. tuturo. ehtoc -




should and would be used for child support.
13. Until that time, she allogodly:COnaldarcﬁ the dedt to

be a loan of mnney and inticipatcd eventual ropaymont. »Attcr

' vthe discussions with ha: attorney. “she concludod that a collcction

nuit would be a waste of money and a useless golturo.~
.14. The Notxcs of Deficiency and petition were directed -

to whether the $15 000.00 nott uas a long-term capital los-. hut

: at the hearing tho taxpayer also submitted evidence of the

| 310 000.00 note on tha sama quastion of capital loss and movod

" to conform the Pleadinqs to the proof. Thil motion was qrantod.
A. The taxpayar'o transaction- on the notcs were tamily

transactiono with John G. rlanagun, tho tuquyor" lon~inalaw.

The tranlactiona were not deducttbln losses. N ,.
B. whe'puichsihioffthifsis dbo'oo callaicza1 noc§ by the

taxpayer was in effect a gitt to her dauqhtcr and it was not

c;pital loas. ’
}c. The petition ot the taxpayex is dcnicd. Thc‘dctﬁaidncy

in income tax aqainat tha taxpayor for the year 1964 is auutainod.

DATED: Albany. New York " STATE TAX COMMISSION
" March 6, 1974 ' //Z4§§7

COMMIBSIONER | _f‘, W

\PVL\£7CG; )C&jfnwAﬂf’/"

COMMISSIQBSR




