
STATE OF NEW YORK
STATE TAx COMMISSION

In  the  Mat te r  o f  the  Pet i t ion
:

o f
:

MICIIAEL P. GRACE II and CORINE GRACE
:

For  a  Redeterminat ion  o f  a  Def ic iency  or
a Refund of Personal Income :
Ta.xes under Art ic le (9, 22 of  the
Tax Law for the Year€) L962 :

Sta te  o f  New York
County of  Albany

iTANET MACK ,  being duLy sworn, deposes and says that

she is an employee of the Department of Ta.xat ion and Finance, over 18 years of

age, and that on the 7th day of ilanuary , L976 , she served the within

Notice of Decision (oo<Dxbem*Ffi,iptr) by (certified) mail upon Michael P- Grace II

and Corine Grace C#ryGS5rcetXS6>Of) the petitioner in the within

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

wrapper addressed as fol low", Tt '  
and Mrs' Michael P' Grace rr- 

c/o Walter .T. Rockler, Esq.
Arnold & Porter
L229 19th Street  N.W.

and by deposlrins same 
"n"ro""H1=nh1"onJ"?B;tPgtSnO"OJ$ 

aaaressed wrapper in a

(post  of f ice or  of f ic ia l -  deposi tory)  under the exclus ive care and custody of

the Uni ted States Post  Of f ice Department  wi th in the State of  New York.

Tha.t deponent further says that the said addressee is the $ItFt€S$8|tElXe

l iD pet i t ioner  here in and that  the address set  for th on sai ,d wrapper is  the Last

known address of the 6S***€geg*tfiSv*xS&:tle) petltioner.

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

Sworn to before me this

tTEh day of January ,  19'76

AD-1 .30  (L174)
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DEPARTMENT OF TAXATION AND FINANCE
Joyce

REMAILED

uAff s 1976

r /7 /76
From PAUL B. COBURN



STATE OF NE$T YORK
STATE TAX COMMISSION

In  the Mat ter  of  the Pet i t ion

o f

tdrcEaBt P. enAcs/ rr
ano

CORIITS GSACE
For a Redeterminat ion of a Def ic iency
a Refund of Personal Incone

o f

Sworn to before me this

ISth day of Deeember

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

or

theTaxes  under  Arc ic le (X)  22
Tax Law for Lhe Year( iD Lg6€ .

S ta te  o f  New York
County of Alb'any

UART GROFF ,  being duly sworn, deposes and says that

she is an employee of the Department of Ta.xat ion and Finance, over 18 years of

age, and that on the l6tbday of Decrfbef ,  LgT},  she served the wiEhin

Notice of Decision (rxrDexuffiurtouf by (certifted) mail upon I{ICHAEL P. eRAgE, II
and

CORIITS GNACE (uqxqwuslgrt) the petitioner in the within

proceeding,  by enclos ing a t rue copy thereof  in  a securely  sealed postpaid

Mr. and Urs. Mlchael P. Orace, II
rrrapper addressed as folLows: C,/O HOUeton SaVlnge Butldlng

Fanntn $treet
Iloustonr Te:ras

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

(post of f ice or ott ic lal  deposltory) under the exclusive care and custody of

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

That deponent further says that the sa.id addressee is the (UenffllgobgFtgEc

:cf l  pet i t ioner herein and that the address qet forth on sald l rrapper is the last

known address of the (M Pett t ioner.

AD-1 .30  (L /74 )

, LYT5. ,o :,* /rs - ,
a/'



STATE OF NEW YORK
STATE TAX COMMISSION

In  the Mat ter  of

o f
!fiOEAEL P,

and
CO&II{E

the Pet i t ion

GnACE, II

ENACE

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

For a Redeterminat ion of a Def ic iency or
a Refund or Peraonal Income
Taxes under Art ic le ( !$ 22 of the
Tax Law fo r  the  Year ( r )  L9&.

Sta te  o f  New York
County of  Albany

MARY CROFF

she is an employee of

age, and that on the

I

,  being duly sworn, deposes and says that

the Department of Taxat j-on and Finance, over 18 years of

16th day of Deeenber , lg 75, she served the within

Not i ce  o f  Dec i s i on  ( ) by (certified) mail upon I{AtrIER J. ROCKLEBT ESQ.

(representat ive of)  the pet i t ioner in the within

proceeding,  by enclos ing a t rue copy thereof  in  a securely  sealed postpaid

rdrapper addressed as follows: WALTER itr. nOgKLEn, DSq.
Arnold & Porter
J€29 l{lneteenth Street, -ffll
tlcshlngton, D.C. 20036

and by deposit ing same enclosed in a postpaid properly addresse-d wrapper ln a

(post of f ice or off ic ial  depository) 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 sa. id addressee is the (representat ive

of) pet i t ioner herein and that the address set forth on said r i l rapper is the Last

known address of the (representa.t ive of the) pet i t ioner.

Sworn to before me this

day of Decenber

AD-1 .30  (L /74 )

, T9T5.



STATE TAX COMMISSION

flE! fr llllllifl Jl.1 trlm
r$lo[ rMr

STATE OF NEW YORK
DEPARTMENT OF TAHTION AND FINANCE

BUILDING 9,  ROOM IO7
STATE CAMPUS

ALBANY, N,Y. 12227

A R E A  C O O E  5 t 8

Albany, Nely York

Drc$rt 16, rrnt

STAIE TAI  COMMlSStOl l

H E A i r I e  U i l t T

P A U L  G R E E N B E R G

SECRETANY TO
coMMr9srotl

ADORESS YOUR REPLY

M R .  W R I G H T

M R .  C O B U R N

M R .  L E I S N E R

(sts) 451tI[

Soo
StDr

Iq. rnd frir lfnhll t, ennrr II
l,/o nmrtm llslnfr fltl,tltr{l 

-
llnaln Etnr'3
hlrton frnr
D|lr Ir. In[ Iilr Cilorr
Please take not ice of  the
of the state rax commi="iorHl53ta herewith.

Please take further notice that pursuant to
section (l ) @ of the Tax Law, any
proceeding in eourt to review an adverse deci-
sion must be commenced within S nmtlf
f ,rom the date of this notice.

Any inquir ies concerning the computatioir of tax
due or refund al lowed in accordance with this
decision or eoneerning any other matter relative
hereto may be addressed to the undersigned.
These wil l  be referred to the proper party for
reply

Verlf truly yours,

tffiIh8'oFlf,H
Pet i t ioner '  s  Representat ive
Law Bureau

E n c .

AD- 1. r_2 (8/ 7 3)



STATE OF NEW YORK

STATE TAX COMMTSSION

In the Matter of the Petition

o f

MICHAEL P. GRACE II and CORINE GRACE

for a Redetermination of a Deficiency
or for Refund of Personal fncome Tax
under Article 22 of the Tax Law for
the Year  L962.

DECr$ Orit

Michael P. Grace II and Corine Grace, c/o Houston Savings

Building, Fannin Street, Houston, Texas, f i led a petit ion under

section 689 of the Tax Law for the refund of personal incqne

tax under Art icle 22 of the Tax Law for the year 1962.

Said refund is for $10,000, the entire amount paid as estimated

taxes. A claim for refund was denied on June I0, L966.

A hearing vtas duly held on June 6, 1973, and December 18,

L974, at the off ices of the State Tax Commission, 80 Centre Street,

and 1\,rro World Trade Center, New York, New York, before $tigel G.

Wright, Hearing Off icer.

Ttre petitioners $tere represented by Wa1ter J. Rockler, Esq.

of Arnold & Porter, of ' l i tAshington, D,C.

ltre Income Tax Bureau was represented by Saul Heckelrnan, Esq.

appearing by James A. Scott, Esq. and Alexander Weiss, Ese.

The record of said hearing has been duly examined and onsidered.
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ISSUES

I. The primary issue in this case is whether the petit ioners

changed their domicile during L962 or whether they remained residents

of New York for the whole year.

II .  A second issue, i f  peti t ioners are found to have changed

their domicile during L962, is whether they had any taxable income

over and above losses when income is computed on a short-year basis

fo r  1962 .

FINDINGS OF FACT

1. Mr. Grace was born and raised in Manhasset, Ictng Island,

Mr. Grace went to St. Paul 's School in Concord, New l lampshire,

and St. Mark's School in Southboro, Massachusetts. He then went

to l larvard Cotlege and to Notre Dame where he received an A.B.

After col lege he made movies for a while but then entered the army.

fn 1945, NIt. Grace returned to Manhasset. I Ie went to law sdtool

at Fordham and then again mad,e movies in Europe for a strort time.

In 1950,  I t ' I , r .  Grace 's ' fa ther ,  Mr.  Joseph P.  Grace,  d ied.  !4r -  Grace

returned to ttre Manhasset estate and tived there with his uncle

and  h i s  unc le ' s  w i fe .

2. Mr. Grace acquired an interest in property ca1led "Ol-d

Barry" in Bermuda. Ttr is was a f ive-acre plot with two houses

which his maternal grandfather had left in trust. He stayed

there from time to time.
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3. I\4r. Graee had, prior to L954, buslness interests in movies,

the theater and music publishing. In connection with these activit ies,

in L949 or 1950, Mr. Grace had acquired an off ice at 580 Fifth

Avenue. Around 1953, he moved to an off ice located at 1619 Broadway

at the corner of 49th Street. He kept his off ice unti l  early L962.

4. Mr. and Mrs. Grace were married in L954 in South Bend,

Indiana. Ttrey lived at the Ivlanhasset estate until Septernber, 1958,

when the estate sold the property to a goLf course. ltre furniture,

in which I"1r. Grace now had a one-half interest, was put in storage

on Long Is1and where it remains. Mr. and lvtrs. Grace have children

born  i n  1955 ,  L957 ,  1961 ,  1963  and  1968 .

5. In the summer of 1957, Mr. Grace operated tle "Ttteater

tlnder the Stars" at the Woll-uran Skating Rink in Central Park, New

York CiLy. He planned to operate i t  again in 1958, but i t  was

cancelled in Apri l .  l4r. Grace lost money on his theatrical ventures.

Around L957, Mr. Grace became involvtid with "Live lltreater in Canada",

a corporation, with ttre hopes of bringing Canadian performanees

of Shakespeare to New York.

6. In August, 1957, petit ioners acquired an apartment at

57 West 58th Street close to the Central Park theat,er. llhey had

intended to live there because lt{rs. Grace was pregnant and wanted

to avoid traveling back to Manhasset. Itrowever, they could not

move in right avtay. When tbey did move in" the apartment was

furnished for business use in connection with Mr. Grace's business

ac t i v i t i es .
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7. In Septernber, 1958, after leaving Manhasset, petit ioners

moved into a hotel on 48th St,reet in New York City. Mrs. Grace

identified this as the Midtown Hote1 and stated they had a two

and one-half room apartment there. At about the same time

petit ioners learned that their son had tuberculosis. Ttrey went

to West Virginia to lookfcr a home in the mountains. They did

not, however, Iocate a suitable place. ftrey returned to New York.

In L959, they lived for a time on a boat in the Hudson River.

8. In the fal l  of 1960, they moved to the Windsor l trotel at

100 West 58th Street, where they had a one-room apartment. Tfiey

did not stay there very much, although in the fall of 1960 they

voted in Nev,r York City. Also in 1960, petitioners tried to find

a climate suitable to their son, ltlchael. llhey went to Bermuda

where the children qtere in 3chool; then to the island of Nassau

and f inalty to Florida where the children hrere put in the Coral

Gables School.

9. fn ,January, 1969, petit ioners moved to Coral Gables,

Florida, and. lived on a boat named "ltiss Li-2" in Dinner Key Marina,

Miami Beaeh, Florida. In April, L96L, they moved to Pompano Beach

with the boat and stayed until June.

10. In the summer of 1961, petit ioners stayed at a house at

Greenwood lake in West Milford, New Jersey. Tfie high elevation

was suitable for the ill child. In Septenrber they purchased tttis

property and they sti1l own it .
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11. In September, 196I, they moved back to Pompano Beach,

stayed on the boat, and ttre child was entered in a private school.

12. In 1961, Mr. Grace had become active in the oi l  and gas

business.  In  la te 196I  or  in  ear ly  L962,  he acqui red an of f ice

at Fideli ty Union Sowers in Dallas, Texas, and an off ice in

Ptroenix, Arizona. He started drilling in late 196L, in Ohio and

Iouis iana.

f3(a). fn ,January, L962, petit ioners rented a house in Pompano

Beach on a month-to-month lease. They f i led a cert i f ieate of

residency in Florida. ftrey stayed there until June, L962, when

Mr. Grace went to Dallas, Texas. Mr. Grace stayed in Dallas from

June, L962, dt f irst in a motel, then in an apartment in a hotel

and f inal ly in Septernber, L962, he moved into a house. I{rs. Grace

had gone to Bermuda but she joined him and they located and extensively

renovated the house prior to moving in.

13 (b). In 1962, Mr. Grace maintained bank accounts for personal

business in Pompano Beach, Florida, and in Dallas and for bond

trading in Ctricago. His accounts in New York were famiJ-y trust

accounts at the Graee National Bank.

f4  (a) .  In  ear ly  1962,  Mr.  Grace vacated h is  of f ice at  Broadway.

He had had no employees working there for some time.

14(b). In the falI of L962, It lr .  Grace vacated the apartrnent, at

57 West 58th Street. For some time tJ:is had been maintained by

Michael Todd, Esq. as attorney for Live 1heater Canada for business

use .
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la(c). rn 1962, Mr. Grace was in New york for about 25 days.

Ttris was on business. !trs. Grace was in New york for about L2

days.

15 (a) .  Pet i t ioners had suf fered for  Lg62 a net  loss of  ggo,ooo

as reported on their Federal tax return. Ttris was ttre result of

large amounts of income including over g45o,ooo of dividends,

$330,000 of  in terest  ineome,  g33O,ooo long- term capi ta l  ga in and

large amounts of deductions including contributions of $3OO,OOO,

interest  pa id of  $690,000 and profess ional  fees ggo,ooo.

15 (b). Petit ioner has not provided a separate computation of

income for any short period of L962. Such a computation cannot,

be readily made from the information provided with the tax returns

f i led for  the fu I l  year .

16. since september, L962, petit  ioners have l ived entirely

outside of New York State and have had homes in Da1las, Phoenix,

and ltrouston.

CONCLUSIONS OF I,AW

Petit ioners maintained, in Florida and in Texas, residenees

which constitute a pennanent place of abode outside of New york

for the entire year of L962. rtreir contact with the New york

apartment was for business purposes only and eannot be considered

to constitute ttre maintenance of a permanent place of abode in

New York. rtrey spent less than thirty days in New york in L962.
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lftrey must therefore be considered to be nonresidents of New

York during the year L9G2.

The refund here in issue is due and is hereby granted.

DATED: Albany, New York srATE TAx coMt'IrssroN
December 1I, l9T5

ill^^Ita l(w
COMMISSIONER

COMMISSIOIVER


