
STATE OF NEI^I YORK.
STATE TAX COMMI,SSION

In the l" laEter of the Pet i t lon
:

o f
:

CHARLES E. BAXLEY And MARY LOU BAXLEY
For a Redeterminat ion of a Def ic iency or :
a Revision of a DetermlnatLon or a Refund
of Personal Income :

AFFIDAVIT OF MAILING

Taxes under  Ar t i c le f t )  22 of the
Tax Law for the Year(s) m<>E*xiod{*) :
' l  q 6 R .  I  q 6 q  a n d  

' l  q 7 O

State of New York
County of Albany

Bruce Batchelor , belng duly sworn, deposee and says that

xhe is an employee of the Department of Taxatlon and Finance, over 18 years of

age, and that on thel2th day of January ,  L977, xhe served the within

Not ice of  Decis ion by (cert l f ted) mail upon Charles E. Baxley &

Mary Lou BaxleY 
lxerycexm'r.dNenof) the petitioner tn the wlthin proceeding,

by encLoslng a t , rue copy thereof tn a securely sealed postpaid wrapper addreseed

as foLlows: Mr. & Mrs. Charles E. Baxley
Six Clearview Drive
Summit,  New Jersey 07901

and by deposlt ing same enctosed in a postpaid properly addreeeed wrapper ln a

(post of f , ice or off ic ial  deposttory) under the exclusLve care and custody of

the United States Postal  Service within the State of New York.

That. deponent further says that the said addressee is the {uqrerseCxxlcte

n*ohe) petitioner herein and that the address set forth on said nrapper is the

last knom address of the {ory:rxgeotntirle<rfuOhe) petttioner.

Sworn

12rh

t o

d a y

before me thls

of January , L977.
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STATE OF NEW YORK
.DEPARTMENT OF TA)(ATION AND FINANCE

. 
TAX APPEALS BUREAU

S T A T E  C A M P U S
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J.rnutey 12, 19?7

A O D R E S S  Y O U R  R E P L Y  T O

rEL EPH.NE : rs r efl:ill=l:L2l-

r l{r. & Hrr" Chrrlrl D. 84x1ry
s*x Cllarvld Drtvr
SumLt, tril O.rr.g, 0?90I

Dilr ilr. & Ur:. Banlryl
PLease take notice of the DBCI$IOU
of the State Tax Commission enclosed herewith.

Please take further notice that Pursuant to
Section$) 690 of the Tax Law, anY
proceeding in court to revietr an adverse deci-
sion must be commenced within 4 mnthl
from the date of this not ice.

Inquiries concerning the computation of tax
due or refund allowed in accordance tTith this
decision or concerning any other matter relat ive
hereto rnay be addressed to the u
will be referred to the proper

V

Enc.

c c :

o t l y .

l,ng trr
offisrr

TaxLng Bureau t s Representative :
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STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petit ion

of

CHARLES E. BAXLEY and MARY LOU BAXLEY

for Redetermination of a Deficiency or
for Refund of Personal Income Tax under
Article 22 of" the Tax Law for the years
I968 ,  I 969  and  1970 .

DECISION

Char les E.  Baxley and Mary Lou Baxley,  S ix  Clearv iew Dr ive,  Summit ,

New Jersey 07901 ,  f i led pet i t ions under  sect ion 689 of  the Tax Law for

a

redetermination of deficiencies in personai income tax under Art icle 22 of.

t he  Tax  Law fo r  t he  yea rs  1968 ,  1969  and  1970 .  ( f i l e  t r t o .  0 -53287786) .

The def ic iency for  1968 was asser ted by not ice issued December 18,

L972 ,  i n  t he  amoun t  o f  $ t  , 222 .39  p l us  i n t e res t  o f  5269 .52  f o r  a  t o ta l  o f

$1 ,49 I .9 I  .  The  de f i c i ency  fo r  1969  and  1970  was  asse r ted  by  a  no t i ce

i ssued  Ap r i l  13 ,  1973  and  i s  i n  t he  amoun t  o f  $7 ,98 I  . 59 ,  p l us  i n t e res t  o f

$L  , 262 .98  f o r  a  t o ta l  o f  $9  , 244 .57 .

A  f o rma l  hea r i ng  was  du l y  he ld  on  March  11 ,  1976  a t  I : I 5  P .M .

at  the of f ices of  the State Tax Commiss ion,  Two Wor ld Trade Center ,  New

York,  NewYork,  before Nigel  G.  Wr ight ,  Hear ing Of f icer .  The pet i t ioners

were not represented. The Income Tax Bureau appeared by Peter Crotty, Esq.

(A lexanderwe iss ,  Esq . ,  o f  counse l )  .  The  reco rd  o f  sa id  hea r ing  has  been
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duly  examined and considered.

ISSUE_

Whether certain income of a nonresident was properly reportable as

a distr ibution from a New York based partnership or whether i t  was earned

by the nonres ident  d i rect ly  f rom out-of -s tate sources.

FINDINGS OF FACT

i .  Pet i t ioners,  Char les E.  and Mary Lou Baxley,  dur ing the per iod

1968 through 1970,  res ided in  Summit ,  New lersey,  and were nonres idents

of New York.

2.  Mr.  Baxley graduated f rom Manhat tan Col lege in  I952 and Columbia

Univers i ty  in  1954 wi th  degrees in  engineer ing.  He was in  a doctorate program

when he was draf ted in to the U.S.  Army in  1954.  \Ahi le  in  theArmy,  Mr.  Baxley

was stat ioned in  San Francisco and went  n ights  to  c lasses at  the Univers i ty  o f

San Francisco law School .  He le f t  the serv ice in  I956 and began teaching

engineering at Cooper Union in New York City. While there, he completed

Iaw school  a t  St .  John's  Univers i . ty  and received a iaw degree in  1958.  He

was a lso admi t ted to  the New York Bar  in  I958.

3.  In  1958 Mr.  Baxley went  to  work for  Stone andWebster  where he

was involved in  overa l l  economic and technica l  research and consul t ing

concern ing p iant  locat ion and capi ta l  spending by pubi ic  u t i l i t ies  and ref iners.

in 1959 Mr. Baxley was employed by the Worthington Corporation, where he

apprent iced and f ina l ly  qual i f ied wi th  the U.  S.  Patent  Of f i .ce as a patent  agent .
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His  dut ies involved anaiyz ing invent ions.  In  1961 Mr.  Baxley worked for

Foster-Wheeler Corpcration. There his work consisted of writ ing economic

reports and conducting laboratory tests in the evaluation of new products.

In  1963 Mr.  Baxley was employed by Alcorn Combust ion Company.  He was

an ass is tant  to  the Pres ident  and was involved in  many areas inc lud ing

personnel and advert ising .

4 .  In  I966 Mr.  Baxley was inv i ted by Mr.  Francis  J .  Sul l ivan to

jo in  the law f i rm of  which Mr.  Sul l ivan was the senior  par tner ,  L iddy,  Sul l ivan,

Har t  and Danie ls  at  253 Broadway,  NewYork,  NewYork.  Mr.  Sul l ivan is  a

noted trade mark special ist. An informal aqreement was made that Mr. Baxley

was to learn that area of law and aid Mr. Sull ivan. Short ly after Mr. Baxley

joined the f irm, however, the two men disagreed and in November this

informal agreement was ended.

5. The partnership agreement provided that each partner would

keep his own fees except to the extent that individual partners agreed to

another  ar rangement  on an ind iv idual  case basis .  Each par tner  would be

chargeC with the costs of his own off ice space, secretary and off ice furniture.

The common costs  of  a  recept ion is t ,  bookkeeper  and common space were to  be

shared. A partner could withdraw but would st i l l  be l iable on the lease of

off ice space for the ten year term of the lease. This annual rent for Mr. Baxiey

cou ld  run  as  h i gh  as  527 ,000 .00 .
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6.  At  th is  t ime,  Mr.  Baxley i is ted h imsel f  in  the Mart indale-

Hubbell Legal Directory with a descript ion of his specialt ies which involved

engineering and engineering teacher. Later, that Directory refused to l ist

such information because it  was unrelated to law.

7. At the New York off ice of the partnership, Mr. Baxley kept his

law books and carried on a small qeneral law practice.

B.  One of  Mr.  Baxley 's  c l ients  was h is  former employer ,  A lcorn

Combustion Company. This involved legal work done at least part ly in

New York. Another cl ient was Lummus Company of Bloomfield, New Jersey.

9. The largest cl ient Mr. Baxley had was Hoechst-Uhde Corporation

of  550 Sylvan Avenue,  Englewood Cl i f fs ,  New Jersey,  an af f i l ia te  of  i .  G.

Farben Industr ies.

10,  Mr.  Baxley charged Hoechst  a  s t ipu lated amount  for  a  min imum

amount of. 20 hours and an hourlv fee for excess hours. This was bi l led

through the Liddy partnership. At Hoechst, Mr. Baxley had off ice space and

a secretary ass igned to h im,  access to  computer  fac i l i t ies and the cooperat ion

of the engineering staff.

I l .  The work Mr. Baxley did for Hoechst concerned the building of

a large chemical  complex in  Donaldsonvi l le ,  Louis iana,  which involved a

plant for the manufacture of melamine, owned by Ashtand Oil and Chemical

Company and another unnamed company; a plant for the manufacture of urea,

owned by three Mississippi based corporations; and a plant for the manufacture

of ammonia, owned apparentty by the parent company of Hoechst and by a
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Dutch company. This work involved the interchange and compatabil i ty of

the very complex chemistry of materials in tremendous quantit ies and their

semi-products and f inal products, the profi tabi l i ty and comparative quali ty

of alternative processes, and the relationships of the various owners in the

ent i re  complex.

12.  At  h is  home in  Summit ,  New Jersey,  Mr.  Baxley d id some legal

work and some patent work. He was not admitted to practice law in New

Jersey. He kept his technical books and a set of the United States Patent

Quar ter iy  a t  h is  home.

I3.  The 1968 New York tax return f i led by pet i t ioners showed income

from partnerships al located 5B% to NewYork. This was arrived at by the

ratio of. L29 days worked by Mr. Baxley in New York to 223 days worked

everywhere. Mr. Baxley estimates that in 1968, from forty to f i f ty percent

of his income was derived from his work as either a lawyer or as a patent

agent, both of which work he performeC either in the NewYork off ice of the

Liddy f irm or at his own home in Summi.t, New Jersey. The remainder of his

income came from work which was engineering in character and which was

per formed ent i re ly  outs ide of  NewYork State.  The f igures for  I969 and 1970

are comparable.
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CONCLUSIONS OF LAW

A. That i t  is absolutely clear that Mr. Baxley's work for Hoechst in

New ]ersey was of an engineering character. Although his income from such

work was channeled through the bookkeeper at the New York law partnership,

this income was not and could not have been the income of the law partnership.

Such income must be found to be derived entirely from non-New York sources.

Mr. Baxley's income from legal and patent work taken together is conceded

by petit ioners to be part ly from New York sources, They have ceased to

assert a claim that parl of such income is from New Jersey sources and have

not furnished suff iciently accurate f igures for an ai location, i f  one were to

be permitted. The f igures reported on the New York returns as f i led shall  be

taken, for lack of more precise f igures, as the income received from engineering

work in New Jersey.

B. That the deficiencies are erroneous in their entirety and are

cance l l ed .

DATED: Aibany, New York

January L2,  L977

PRESIDENT

\

h"ff.-_-}6*.""-^-'
COMMISSIONER

COMMISSION

CO MMISSIONER


