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STATE OF I{EId YORK
STATE TAX COM}IISSION

In the llatter of the Petltlon
:

of

IIARY P. JACKSON :

:
For a Redetermination of a lleflciency or
a Refund of Personal Income !
Taxes under Article(s\ 22 of the
Tax Law for the (vear(s) L964. :

State of Nery York
County of Albany

Martha Funaro

AFFIDAVIT OF UAIIIIre
OF IIOTICE OF DECISIOTI
BY (CERITFTED) lralt

, being duly sworn, deposes and says that

she is an enployee of the Departlrent of Taxatlon and Financer over 18 years of

agel and that on the 6th day of March ,L974, she served the withln

lfotice of llecision (or Determinatlon) by (certtfied) mall upon Mary P.

ilackson (representatlve of) the petitLoner in the wlthitt

proceeding, by encloalng a true copy thereof in a seeurely sealed postpald

wrdpper addressed as follows: Mrs.  Mary P.  Jackson
168 Crescent Avenue
Buffalo, New York L42I4

and by deposttlng same errcloserl in a postpalil properly addressed wraPPer ln a

(post offlce or offlcial delnsltory) under the exclusive care and custody of

the Unlted tttates Poet Offlce Department wlthln the State of lfs fork.

Ttrat deponent firrther BayB that the sald addreasee. is the (representatl.ve

of) petttloner hereln and that the addreas eet forth on said wraPPer is the lact

known addrese of the (representatlve of the) lntltloner.

, L974

Sworn to before ne thls



STATE OF I{Et'l YORK
STATE TAX COM}IISSION

:
For a Redeterrnination of a lleflclency of
a Refund of Personal Income :
Taxes under Article(s) Zz of the
Tax Lsw for the (Year(s) Lg64. !

State of Nar York
County of Albany

Martha Funaro

In the ldatter of the Petltion

of

MARY P. JACKSON
AFFIDAVIT OF UAITING
oF tfotrcE or DEcrsrol{
BY (GERITFIED) l{Art

, bel.ng duly sworn, deposes and says that

she is an employee of the Departlrent of Taxation and Plnancer over 18 years of

ager aDd that on the 6th day of March , L974 1 she served the withln

llotice of Decislon (or Determinatton) by (certified) mall upon Magavern, Magavern,

Lowe & Beilewech, Esqs.(representative of) the Petitloner in the wlthitt

proceedingl by mcloalng a true copy thereof in a seeurely sealed postpatd

wr4pper addresseil as follows: Magavern, Magavern, LovTe &
Bei lewech,  Esqs.

900 Prudential eui lding

and by depoaltlng sane encto""a fntftrtf"ll"Hr$Zlfr 
"alf"l%a 

nrapper Ln a

(post offlce or offlcial delnsltory) under the exclusive care and cuetody of

the llnlted States Post Offlce Departnent wlthln the State of lls York.

Ttrat deponent firrther Bays that the sald addressee ie the (representatl,ve

of) petttloner hereln and that the address set fiorth on said wraPPer lg the lart

known addrese of the (repreeentatfve of the) petltloner.

Sworn to before ne thls

"i#t;iff:,



DEPARTMENT
STATE OF NEW YORK .

OF TAXATION AND FINANCE
BUILDING 9, ROOtrI2I4A

STATE GAXPUT
ALeAilY. t{. Y. t22t6

AREA COOE 5 I8

4 5 7 - 2 6 5 5 , 6 , 7

STATI lAt  coMvt39lox

N[Att f6 ur l t

EOTARO ROOK

':CIETAIY IO
coMxtttror

ADDIE33 YOUi i€PLY TO

STATE TAX COI\ANISSION

SAfi fu?,n*tunlfi8&ft foftFs, o. *,
A .  B R U C E  M A N L E Y

M I L T O N  K O E R N E R

D]!tDr Albany, New York
llrrd fr lt?a

Frr f,rE tf frg*ron
ICO exnt lrm
r$t&rcr lr lwt l{ff,{

DIr Ffr ilt*ronr

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

Please take further notice that pursuant to
Section(s) 6tO of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within { nEtbf
f rom the date of  th is  not ice.

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

Very truly yours,



STATE

STATE

OF NEW YORK

TA)C COMMISSION

In the Matter of the petit ion

o f

MARY P. JACKSON

for a Redetermination of a Deficiency
or for Refund of Personal Income Tax
under ArL:-cLe 22 of the Tax Law for
the Year  L964.

DECTSION

Mary P. i lackson, pet, i t ioned for a redetermination of defi-

ciency in personal j-ncome tax under Art icle 22 of the Tax taw

for  the year  L964.

A formal hearing was held at the off ices of the State Tax

Commiss ion,  Buf fa lo ,  New York on May lB,  L97L,  before L.  Rober t

Leisner, Hearing Off icer. The taxpayer was represented by

Magavern, Magavern, Lowe and geilewich, and the Income Tax Bureau

was represented by Edward H.  Best ,  Esq, ,  (A lexander  Weiss,  Esg. ,

o f  Counse l ) .

ISSUE

Were two notes held by the taxpayer in L964 valid debts and

did they become worthless Ln L964?

FINDINGS OF FACT

1.  Pet i t ioner ,  Mary P.  Jackson,  t imely  f i led

State income tax return for the year L964.

2.  A Not ice of  Determinat ion of  def ic iency in

the year  1964 was issued on March 27,  L967,  agdinst

under  F i Ie  No.  26L34442.

a New York

income tax for

Mary P. i lackson,
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3. The taxpayer petit ioned for redetermination of the

def ic iency.

4. The taxpayer's daughter, Mary, was for a period of t ime

married to ilohn G. Flanagan. Mary and ,fohn G. Flanagan \,rtere

legal ly  d ivorced on October  7,  1963.

5. In 1958, i lohn G. Flanagan formed the Flanagan Supply

Company of Phoenix, Arizona. On August 1, 1958, taxpayer loaned

ilohn 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 i lohn G. Flanagan and at al l  t imes ful ly anticipated

eventual repalzment.

6. Flanagan Supply Company experienced f inancial dif f i-

cult ies during its existence and was forced to borrow substantial

sums of money to continue its operation. Eventually in JuIy,

1961, the shareholders of Flanagan Supply Company elected to

l iquidate the corporation.

7. During the period from 1958 Eo L96L, 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

Augrust, L964. In order to obtain the personal loan from the

Valley National Bank certain securit ies belonging to Mary Flanagan

were p ledged as co l la tera l ,
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8. when the bank loan was renewed by the bank on ilury 13,

L964, i t  was evidenced by a note payable to val ley 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

1e9a11y divorced at the t ime of the July 13, L964 renewal note,

the Va1ley National Bank continued to hold the securit ies of the

former t"Irs. Flanagan as collateral for the loan.

9. On August 3, L964, taxpayer paid the Va1ley National

Bank the sum of  $ I5,000.00 p lus in terest  and received an ass ignment

of  the bank 's  note and f i led the co l la tera l  secur i t ies of  her

daughter.

10. At the t ime of the purchase of the bank's note, taxpayer

fully expected eventual repalzment of the total sum owing. During

the fal l  of L964, taxpayer directly and through her daughter,

Mary, made repeated demands for payment of the July 13, 1964,

no te  fo r  $15 ,000 .00  to  the  bank  and  a l so  the  no te  fo r  $1o ,ooo .oo

of  August  L ,  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 t,he

notes s ince he d id not  have suf f ic ient  assets to  pay the notes.

At approximately this same time, i lohn G. Flanagan ceased making

alimony and child support palzments to Mary Flanagan.

L2. Taxpayer sought the advice of her attorney regarding

suit for col lection, and he advised her that she should not and

need not incur addit ionar legal expenses in a useress gesture;

that i f  Mr. Flanagan did receive any assets in the future, these
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should and would be used for chi ld support.

13. unti l  that t ime, she al legedly considered the debt to

be a loan of money and anticipated eventual repalzment. After

the discussions with her attor.r l€1yt she concluded that a col lection

suit would loe a waste of money and a useless gesture.

L4. The Notice of Deficiency and petit ion were directed

to whether  the $15,000.00 note was a long- term capi ta l  loss,  but

at the hearing the taxpayer also submitted evidence of the

$10,000.00 note on the same quesLion of  capi ta l  loss and moved

to conform the pleadings to the proof . This mot.ion was granted..

CONCLUSIONS OF I,AW

A. Ttre taxpayer's transactions on the notes were family

transactions with ,fohn G. Flanagan, the taxpayer's son-in-law.

The transactions were not deductible losses.

B.  The purchase of  the $15,000.00 co l la tera l  note by the

taxpayer was in effect a gift  to her daughter and it  was not a

capi ta l  loss.

C. Ttre petit ion of the taxpayer is denied. The deficiency

in income tax against the taxpayer for the year L964 is sustained.

DATED: Albany, New York
March 6,  L974

STATE TA)( COMMISSION

COMMISSIONER

COMMISSIONER

SSIONER
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MEMORANDUM

TO: Mr. Gabriel DiCerbo, Cileief
Review lrnit'
Income Tax Bureau
Room LO4, Building #B

VD '  ' ' - 4
FROM .64,ry/4/z4,.dz-z----rz-<-

Hearing U.-nit
Room 2L4A, tsui lding #9

*'=y'7,4Ky f, Txc-ksan/
/

s?3ll**tfu
*lil. '$ 1$?4

^SJ'K$"1f*

DA*Ertft,
SOCIAL SECURI:rY NO.

///- 36'33 16

please advise as to ttre last known address for the above named

taxpayer.

Taxpayer 's  last  known address is :

// g }rt"'*^^l A/" '

B'4N", N ( t4st4

/tto pd,*

/L- tw*4 I /4 
/?'rr */q77

AJ/^ H-t.t't

HEARII;G OFFICER



STAT'E TAX COII,T\,II SSION

STATE OF NEW YORK

OF TAXATION AND FINANCE
BUILDING 9, ROOI{ 2I4A

STATE CATPUS
ALBAW. l{. V. tttte

AREA COOE 5I8

457 -2655 ,  6 ,  7

DEPARTMENT
! lal !  T4t coMt rsgtorf

||tAt|ltc UXIT

EOfARO ROOK

3tctEtAnY TO
coMrargSroN

ADOtStg YOUi TEPLY tO

tr*fi &*"S**S{R gafi F t Ff,o. *,
A .  A R U C E  M A N L E Y

M I L T O N  K O E R N E R

DATED: Albany, New York
March 6,  L974

Mrs . Mary P. ilackson
168 Crescent Avenue
Buffalo, New York L42L4

Dear Mrs. i lackson:

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 eoneerning the computation of tax
due or refund al lowed in accordance with this
decision or eoncerning any other matter relative
h,ereto may be addressed to the undersigned.
These wil l  be referred to the proper pirty for
repIy .

Veqf truly yours,

Erc .

cc :  Pe t i t i one r '
Law Bureau

Representative

rud,/
EDT{ARD ROOKffiu



8rtlm of Ng$r KnK

8tt88 BHC COGSTIISAIW
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trn thc !{atter oil thr Prtl.tton' .,

of

titRx p. dncngou

for r Redoternlnatlon of a DeflcLurcy
or for Rofund of Pcrronel Ineonr Tax
und* lrtlgla 32 of, ttrc ![ax Lrr lor
ttrc Yoer 1964.
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DDCt8l0B

a
a

tfiry P. {rrekron, pctl,tlond lor e redotrrmlmtton of dtfL-

cl.cncy ln lrrronal incooc trr undcr Artlslr t2 of thr Tlx &rn

ler tha ysar 1964.

t f,ormel hmr{ng rrer hald et tbc of,flcu of thr Stati 1rx

CormLtrlonr Buffrlor s6q fork on lltay 18, L97L, bctotrc I,. nob.rt "

trsLlnirr Saarlng Offtcer, l!lr* taxSnylr rer rcpr.tcntrd by '

tilgavorn, !|egfvorn. Iprto end Bslhlrl.ch. and ttrr Inconc Trx Eurltru

wrr, rcprcscnted by Edrnrd n. Bcltr 8r{.r . (lhxandcr Wrllll &t(t.,l

of eounrol).

I88UE

lfiora tsro noter hcld by tho tanpryrr ln 1964 vrltd 6rbtl rn{

did thcy bcemc rcrthlcrr ln 1964?

FIUprrGs or 4f,gl

1., gctltloncrr Flry Pr ilackron, tfuncly fllrd a trsrt York

Statc Lnemc trx rrturn for t-ho yerr 1954.

2. t Hoti,cr of D.tornlnrtlon ol drllctnay tn lrrcmr tex lor

tho yrer 195d nr l,rurd on lfireh 27, 196?r agrlnrt lhry P. ,Irclrtonr

undcr Fllo No. 26Lg4442.
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3. Thr trxpry€r p.tttiond for r.d.tarnlnttton of thr

drf l.cl.cney.

4. fhc taxplycrta drughtarr !&ry, *rt tor a Dcrlod ol tlnc

nrnLod to .robn G. FlanaEen. t{ary rnd ,tohn G, Flint{nn ratc

':togrlly dlrrorccd on Octobrr 7 t 196!.

5. In I958r ilohn G. flanagan fonod thr Flenrgnn Srryl1tly
:

Conl'any of PhErnl:tr lrllonl., On tugnrrt Xr: 1958, tax!|rycr, Xoucd

John G. Flenegrn tbc etp qf, SlgtOO9.O0 gF +. tnend 
not. at 3X

lntaert. |!ho tDrlrryer alwayr eonrl.dcrd tlrc rnount to bc r

- ' , : ,
Loan to rtobn O. flrnagrn and at all tlncr fulty antlctgntd ' - ,-

. :  1 r 1 ; : t t  - . i ,

rvontuel rtprlmrnt.

) 6. tlrnagllr $upply C"yt*,1 qpclfeneod tlnenef.al dltfF ,

cultler during itr cxtrt.ncG end rrr forcrd to borrw arbrteatiel

ilrH|of mncryr to @ntlhuc ttr opcretl$,, Ev€ntultly ln &Iy,

1961' tbr rhrrrholdtrr of SlrnrEan Suppty Conprny rloctrd to

ltquldrtr thc corpor'ltLon. l

7. Durlng thr lnrlod frm 1958 to 196Ir {hhn 6. Flanagrn

hrd Lnvortrd nrbrtrntLtl emounte of Eoncy lnto tbr Flcnrgan

Supnly Cmlnny. Fert of rtridr ytr fron tlrr procrodll sf, a $15rOOO.OO

,,loln to 'tohn C. Flanf,gtn Gron thr Vrlhy Natlonrl Benlr of thernlx,

' lrltonr, lf,hc tcrn of the bank loqn rrtrr rincrrrd, pfriodieally .untll

lugnrt. 1984. rn ordcr to obtetn thr pcnonal lorn. fron tbc

vrl!.dy gatlon*l B|nk ceftrln rmurltlcr brlongrng to l|rry flrnrgrn'

wla. Bfc€gd er collatrral.
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; 8, - ilhrn ttrr bank lorn rl1l' r;namil by thl banh on ihrly l3r
:  t  

'  ' : - 1 ' ,  '  '

. I36sr.[tr ' i I . . lv1dtnordby:tttotieqt$re...tou|1l,qrtratt,orieI
'  

, : : .  .  r .  - :  ,  I ' , ' : ,

,Errrh'?f, lrltonl aLgnrd Only by ,ilohn O.'Slerrgln ln thc rmUnt;tt
i . r . , '  

- ,  -  ,  I

$15,OOO.OO. ilthough l{gy Flarregan rnil ilohn O. tlenegen ulaa

logrtly dtvotcrd lt thr tlm of thi OUly 13, 1964 trnsrl' notty,

thr Vrllry Hrtlonel grnk contlnud to trold thr msurttt.. of tlrr

toraer !trr, Flenegrn tt eolhtoral for tlrc loln.

9. On Augtuct 3r 1964, terrpryfr prfd $rr rfellcy Xatlonel

,. $ls!s thr rtb of slsrooo.oo ptur lntrrot rnd rtcrlvcd an *lrlgrnnrnt
, i

of thr brnk, r note end f ihd tbo eolletcnl arcurltlil of hrr

deughtc.

i" "t LO. lt tbt ttnl'o! tihr lnrchml 
'ol tlrt lrenkr$ilottr

, ' ', . ': '
' j jhnl lympc{!. trdgvrrnturlr${ leintofthetotr l ;rnff l rrg.

tr{nyrr

mrtng

thr flll of 1964. trxpryer dtrcctly and through hrr daugbtrr,
.  ' , . , , i . . . .  

:  
'  

d  
. - ,  . , . , . .

l8ry, ndr rrpcetd dmandr for pelmcnt of thr m1y 13, 1964,

, nntr for Sl,5rO0O.O0 to thJ brrlh rnd rlto th. not. tor fl0i000.O0
, .  , . . . ,  . : : . '  . .  . -

of fugrut l, 1958' pryrhlo to htr'
.  ' :

, 
' ll. $Ohn G.'Pltnagtn f.furd rlld d6ndr for tlrtmmt rrld

,,,trold'trxpryrr tlrrt. Lt,,uprrld not ds htr any good to Nua lrl'g on tb

.,.,,;trOtrr,flncr lrr dld n-ot hrVr rufftC,lcnc atffts to pry tbr mttl.

.tt rpprmlnrtoty tlr{r trna tl&s' ';CIilrn o' rlrnrgnn ctertd'nr|3fur{t'

.i riLmy rn6 crhttd rrryuprt Ptlmcntf to xlry tlrtliEen.
:

12. tsrxlnyrr rought thr rdvlcc of hrr ittornry rjgerdlng

,l :ult for aoll{Ftlon, ,;t t hr advltrd hrr lht lhl rhoulal not ryd

ffi.{ trot tasur edldttlomt }*gat colpcilil In a urrl|lJ gtaturtt
;.

.,' , thtt it ln. flrnlgrn OtA rie{rLvc Nny rarrtr tn tlrr tirtrrrtr thflr
' . .
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ftould rnd rculd br urod for chl!.d rupSrort.

13. Unttl tbat ti.uir aho rllogdly coartdlued tlrr drbt to

bc t lorn of noncy rnd rntlc$ntcd rvcnturl rGlrrlrnurt. lltlr

ttro dlacuuLone w!,th her rttornilr rbo soncludrd tlrrt a {tolhgtton

rult muld bs a w|rtti of noncy end a umli't qortura. '

14. lltrr trotico of Dcfietoncy fndl lr€tttton us$l dlrcctcd
. '

to rhethcr the S15,OOO.OO, nott'Yag I lOng-911t crg!.tel lglr, but

at tjho heari*ng ttro taxlnyer aleo rtrh!.ttcd rvldoner o! thr

$10r0OO.0O note on tha arsa quortl,orr o! ceBltal lom rnd rcvtd

to eonforn tha ploedingr to ttrc proof,. firll n-otlon wrr qrrrnttd.

:..w,
I  : .

I, Itra taxprycrrr trlnnetLonr on thr mttrs warc ^frptl,y
i ' ' ;

tranrectLonc wtttr .tofn G.. tlrnegrnr 1tlrt taxpllrrf I ltr!-iD*}.t.

'l(ho tranraetionr ucre not dcducti.blr lotroc.

B, lhl purchlm of ;ttrc 915r00Q.Q0 colhtcral, rtotl by the ,

texlrryer wae in cftet a gift to hcr daughtcr and lt urr not e

{!rptt&l lo.i.

C. lfro pctitlon o! tha texplyfr Lr donh{. 'l!h. dhf&frncy

ln incme tax agalnrt tha taxpaycr for tho ycar :1964 lr rurtaln d.

DlSEEr llbanyr nett Yorlr
I  M a r c h  6 ,  I g 7 4

SSITB tf,lr SUrNISSlOn

eos{t{l88I$ER


