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STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion
:

o f l

:
GEORGE D. RICE ANd IVIARY G. RICE

:
For a Redeterminat ion of a Def ic iency or
a Refund of Personal Income :
Taxes under Art ic le (x) 22 of the
Tax Law fo r  the  Year (s )  L97O and 1971 :

State of New York
County of Albany

Janet Mack , being duly sworn, deposes and says tha.t

she is an employee of the Department of Taxation and Finance' over L8 years of

age, and that on the lSthday of JuIY ,  L974,  she served the  w i th in

Notice of Decision (or Determinat ion) by (cert i f ied) mai l  upon George D. Rice

and Mary G. Rice (geff56€$tX$$t6<It8) the petitioner in the within

proceeding, by encl-osing a true copy thereof in a. securely sealed postpaid

wraPPer addressed as fot l -ows: Iv lr .  & Mrs. George D. Rice
Craig State School
Sonyea, New York L4556

and by deposit ing same encLosed in a postpaid properly addressed wraPper in a

(post of f ice or off ic ial-  depository) under the exclusive ca.re and custody of

the Uni- ted Srares Post Off ice Department within the State of New York.

That deponent further says that the said addressee is the (xp0c*mn#xx

:of)  pet i t ioner herein and tha.t  the address set forth on said wraPper is the last

kngwn address of the (regogcmnol*1tF(:q*xAbg) petitioner.

Sworn to before me this

AFFIDAVIT OF MAILING
OF NOTICE OF DECISION
BY (CERTIFIED) MAIL

day  o f

AD-1 .30  (L /74 )



STATE OF NEW YORK
STATE TAx COMMISSION

In the lv lat ter of  the Pet i t ion

o f

GEORGE D. RICE ANd IUARY G. RICE

For a Redeterminat ion of a Def ic iency or
a Refund of Personal Income
Taxes under Art ic le{s) 22 of the
Tax Law fo r  the  Year (s )  I97O and 1971

AFFIDAVIT OF }IAILING
OF NOTICE OF DECISION
BY (CERTIFIED) MAIL

State of New York
County of Albany

Janet Mack ,  being duly sworn, deposes andl says that

she is an employee of the Depa.rtment of Taxation and Finance, over 18 years of

age, and that on the 18th day of July ,  L9 74, she served the within

Notice of Decision (or Determinat ion) by (cert i f ied) mai l-  upon Ratzmond L.

Sciarr ino,  Esq. (representat ive of)  the pet i t ioner in iEhe within

proceeding, by enclosing a true copy thereof in a securely sealed postpaid

rf ,rapper addressed as folLows: Raymond L. Sciarr ino, Esq.
106 Main Street
Mount Morris, New York 14510

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a'

(post of f ice or off ic iaL deposttory) under the exclusive ca.re and custody of

the United States Post Off ice Department within the State of New York.

That deponent further says that the said addressee is the (representa.tive

of) pet i t ioner herein and tha.t ,  the address set forth on sai .d wrapPer is the last

known address of the (representat ive of the) Pet i t loner.

Sworn to before me this

I day of ilulY

AD-1-.30 (L174>

L974.



STATE TAX COMMISSION
M a r i o  A .  P r o c a c c i n o
XAORI{TOS<D<)GXDT.:'IXF( PRES TDENT

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

[|ll$f Albany, New York

dtrly ll, lt?*

Fr 3 Etl" Cruw D. ;.lot
&rtf ft|tr srht
toalnrr lt tut llftri

Sflt Xt. I Sf. l|ilrr

Please take notice of the DGIIIO!
the State Tax Commission enclosed herewith.

Please take further notice that pursuant to fftt311
the Tax Law any proceeding in court to review an adverse
must be commenced within I nEfrlf
the date of this notice.

Petitioner's Representative
Law Bureau

STATE OF NEW YORK

OF TAXATION AND FINANCE
BUILDING 9, ROOII 2I4A

STATE CAMPUS
ALBANY, N.Y. 12ET

AREA COOE 518

457-2655, 6,  7

of

tit0 ct
decision
after

DEPARTMENT
ttAlt TAX Coraral3Stor{

Hlailxe uxtT

EDTARO ROOK

ttctgtAiY TO
coMltt!!tor

A9Ditt! Youi tlPtv To

Any inquiries conceming the computation of tax due or refund allowed
in accordance with this decision or conceming any other matter relat-
ing hereto may be addressed to the undersigred. These will be refetred
to the proper party for reply.

Very truly yours,

ilflrt s. frtl&t
HEARING OFFICER

AD-1.12 (7/7O)



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petit ion

o f

GEORGE D. RICE ANd tr4ARY G. RICE

for Redetermination of a Deficiency or
for Refund of Personal Income Tax under
Article 22 of the Tax Law for the Years
1970  and  L971 .

DECISION

Pet i t ioners,  George D.  Rice and Mary G.  Rice,  pet i t ioned

for a redetermination of deficiency of personal income tax under

Ar t ic le  22 of  the Tax Law for  the years L97O and 1971.  (F i le

No.  L-84O976e4.)  A formal  hear ing was scheduled at  the of f ices

of the State Tax Commission, I Marine Midland Plaza, Rochester '

New York ,  f o r  May  22 ,  L974 ,  d t  10 :3O A .M.  On  May  L6 ,  L974 ,

petit ioners, in writ ing, waived a hearing and submitted the

case to the State Tax Commission upon the entire record con-

tained in the f i le. The State Tax Commission renders t lE

fol- lowing decision after due consideration of said record.

ISSUE

Was compensation received by petit ioner, George D. Rice,

during L97O and L97L for educational leave with pay excludable

from gross income as a scholarship?

FINDINGS OF FACT

1.  Pet i t ioners,  George D.  Rice and Mary G.  Riee,  f i led

New York State income tax resident returns and Federal income

tax returns for the years l97O and L97L. They excluded from
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gross income amounts received from the New York State Department

of Mental Hygiene under i ts Educational Assistance prograrn.

2.  On November 26,  L973,  the Income Tax Bureau issued a

Statement of Audit Changes imposing personal income tax on the

amounts received from the Department of lvlental Hygiene on the

grounds that this compensation did not quali fy as a fel lowship

or scholarship. In accordance with the aforesaid Statement of

Audit Changes, the Bureau issued a Notice of Deficiency against

the  pe t i t i one rs  i n  t he  sum o f  9517 .58 .

3.  Pet i t ioner ,  George D.  Rice,  is  an Associate Personnel

Administrator at the Craig State School, Sonyea, New york. He

was placed on educational leave with payr effective September 9,

L97O, and remained in the status through September 2, Lg7L. The

purpose of this leave was to enable Mr. Rice to improve those

skil- ls necessary in his present occupation as Associate Personnel

Adminis t rator .

4 .  Dur ing sa id per iod of  educat ional  leave,  pet i t ioner ,

George D. Rice, was granted student assistance by the Bureau of

Education and Training of the Off ice pf lr{anpower and Training

of the New York State Department of Mfntal Hygiene under i ts

Educational Assistance program. The purpose of this grant was

to permit the petit ioner to advance hl i-s education and increase

his  qual i f icat ions.  The se lect ion of l  specia l . izad-on and course

work was not imposed upon him by the pepatment of Mental Hygiene,

but vsas made by the petit ioner.
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5. Ttre payments made to petition$r under the student assis-

tance program were subject to withhold{ng of New York State and

Federal income tax. Ttre Department of Mental Hygiene made these

payments through its established regulflr payroll procedure in order

to el iminate a costly independent systpm for making assistance pay-

ments to students.

6. Ttre grant of educational leavp with pay imPosed upon the

petitioner the obtigation to return to the same job at Craig State

School after completion of studies.

7. The Craig State School is a phrt of the Department of

Mental l trgiene. While petit ioner was pmployed at the school, he

was also an employee of the aforesaid pepartment.

CONCLUSIONS OF L,AE

A. that Lhe compensation receivep by petit ioner, George D.

Rice, in 1970 and L97L, from the Department of Mental Hygiene $tas

primari ly for the grantor's benefit ,  a[rd therefore includible in

gross income, in accordance with the nleaning and intent of section LL7

of  the rnternal  Revenue Code.  (Reg.  $1 .LL7-4(c) ,  Paul  , f .  Usserv and

Al- lean M- Usserv,  6L-2 USTC 1t974O.)

q. Rice and Mary G. Rice is

idsued on November 26,  L973,

B. Ttrat the petit ion of George

denied and the Notice of Deficiency

is  susta ined.

DATED: Albany, New York

JuIy 18,  L974

STATE Tru( COMMISSION

PRESIDEITT

{4"1ffi, \6r^*
COMMISSIONER


