
STATE OF NEW YORK
STATE TAX COM},IISSION

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

o f

ESTATE OF LOUIS KOHL ANd

. FLORENCE KOHL - ..IOr  a  KeoecermrnaElon  or  a  uer ] -c ] .ency  or
a Revision of a Determinat ion or a Refund
of Personal Income
Taxes under  Ar t ic le  (aI  22

Sta te  o f  New York
County of Albany

Mars ina  Donn in i

she is an employee of the

age, and that on the 22

N o t i c e  o f  D e c i s i o n

and Florence Kohl

AFFIDAVIT OF I.,IAILING

of  the
Tax Law for the Year(xfnpflecix*{ei I97O

, being duly sworn, deposes and says that

Department of Taxat ion and Finance, over 18 years of

day of August ,  L9 77, she served the within

by (cert i f ied) mai l  upon Estate of Louis Kohl

Gtsfl€SX$a€iilF{xdf9 the petitioner in the within proceeding,

by  enc los ing  a  t rue  copy  thereo f  in  a  secure ly  sea led  pos tpa id  wrapper  addressed

as fol lows: Estate of Louis Kohl & Florence Kohl-

c/o Benedict  M. Kohl,  Executor
744 Broad Street
Newark, Ne\d Jersev O7LO2

and by  depos i t ing  same enc losed in -a  pos tpa id  p roper ly  addressed wrapper  in  a

(pos t  o f f i ce  o r  o f f i c ia l  depos i to ry )  under  the  exc lus ive  care  and cus tody  o f

the  Un i ted  Sta tes  Pos ta1  Serv ice  w i th in  the  Sta te  o f  New York .

That deponent further says that Lhe said addressee. is the (xeg$*sgl$*xl8g<

cfxtfosi  pet i t ioner herein and that the address set forth on said r^rrapper is the

last known address of the (rcpexeuoot*re<:tlfx$€} petitioner.

Sworn to before me th is

22 day of  August

/

,  L977,



STATE OF NEW YORK
STATE TAX COMMISSION

I n  t he  Ma t te r  o f  t he  Pe t i t i on

o f

ESTATE OF LOUIS KOHL ANd
FLORENCE KOHL

For  a  Rede te rm ina t i on  o f  a  De f i c i ency  o r
a  Rev i s i on  o f  a  De te rm ina t ton  o r  a  Re fund
of Personal- Income
Taxes under  Ar t i c le {€}  22 of  the
Tax Law f or the Year Q34>lltr(SerxDod:(B) L97O .

S ta te  o f  New York
County of Al_banv

Mars ina  Donn in i  ,  be ing  du ly  sworn ,  deposes  and says  tha t

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

age, and that on the 22 day of Augrust ,  L9 77, she served the within

Not ice  o f  Dec is ion  by  (cer t i f ied)  ma i l  upon Bened ic t  M.  Koh l '

Exeeutor (representat ive of)  the pet i t ioner in the within proceeding'

by  enc los ing  a  t rue  copy  thereo f  in  a  secure ly  sea led  pos tpa id  $ r rapper  addressed

as fo l lows:  Bened ic t  M.  Koh l - ,  Esq.

c/o Lowenstein, Sandl-er,  Brochin, Kohl a Fisher

744 Broad Street

and by depositffiwg#' 
"N&%"JFTr,"y of"?*;olu properly addressedwrapper in a

cus tody  o f(pos t  o f f i ce  o r  o f f i c i a l  depos i t o r y )  unde r  t he  exc lus i ve  ca re  and

the  Un i ted  S ta tes  Pos ta l  Se rv i ce  w i t h in  t he  S ta te  o f  New York .

That deponent further says that the said addressee is the (representat ive

o f  the)  pe t i t ioner  here in  and tha t  the  address  se t  fo r th  on  sa id  wrapper  i s  the

las t  known address  o f  the  ( representa t ive  o f  the)  pe t i t ioner .

Sworn to before me th is

22  day  o f  Augn :s t  ,  1977 .

AFFIDAVIT OF MAILING

TA-3 (2116>



J A M E S  H .  T U L L Y  J R . ,  P R E s I o E N T

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

T H O M A S  H ,  L Y N C H

STATE OF NEW YORK
STATE TAX COMMISSION
TAX APPEALS BUREAU

ALBANY, NEW YORK 12227

lugnrt ll, 1,9?7

Ertrtr of lpuLr roht e Florcngi &ohl
s,/o fondlGt b Kohl, Ett@|$ot
7*4 grord gtsiet
ilcrut, fff ifiruy A?10,

Drtlr llt', I{ohlr

Piease take notice of the DECtgIOn
of the State Tax Commission enclosed herewith.

You have now exhausted your r ight of  review at the administrat ive
level. Pursuant to section(g 690 of the Tax Law, any
proceeding in court to review an adverse decision by the State Tax
Commission can only be inst i tuted under Art ic le 78 of the Civi l
Pract ice Laws and Rules, and must be commenced in the Supreme
Court of the State of New York, Albany County, within { uonthf
from the date of this notice.

lnquiries concerning the computation of tax due or refund allowed in
accordance with this decision may be addressed to the Deputy
Commissioner and Counsel to the New York State Department of
Taxat ion and Finance, Albany, New York t2227. Said inquir ies wi l l  be
referred to the proper authority for reply.

Sincerely,

cc: Pet i t ioner 's Representat ive

Taxing Bureau's Representat ive

^rA-r.r2 (6/77)



STATE OF NEW YORK

STATE TAX COMMISSION

In the Mat ter  o f  the Pet i t ion

o f

ESTATE OF LOUIS KOHL and
FLORENCE KOHL

for  Redeterminat ion of  a  Def ic iency or
for Refund of Personal Income Taxes
under Art icle 22 of the Tax Law for the
Yea r  L970 .

DECISION

Pet i t i one rs ,  Es ta te  o f  Lou is  Koh l  and  F lo rence  Koh l ,  c /o

Benedic t  M.  Kohl ,  Executor ,  744 Broad Street ,  Newark,  New Jersey

07L02,  have f i led a pet i t ion for  redeterminat ion of  a  def ic iency

or  for  re fund of  personal  income taxes under  Ar t ic le  22 of  the Tax

Law for  the year  L970 (F i le  No.  00584)  .

A sma1l  c la ims hear ing was held before Phi l ip  Mercur io ,  Smal l

C la ims  Hear ing  O f f i ce r ,  oo  March  2 ,  L977  ax  1 :15  P .M.  a t  t he

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

York,  New York.  The pet i t ionersappeared by Benedic t  M.  Kohl ,

Executor .  The Income Tax Bureau appeared by Peter  Crot ty ,  Esq.

(Lou is  Sen f t ,  Esq .  o f  counse l )  .

ISSUE

Whethe r  t he  pe t i t i one rs ,  Es ta te  o f

Kohl ,  nonres idents,  are ent i t led to  an

L970 nonresident New York State income

Louis Kohl and Florence

oi l  loss deduct ion on the i r

tax return.
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FINDINGS OF FACT AND CONCLUSIONS Or' LAW

1. Pet i t ioners f i led a New York State nonres ident  income

tax return for  the year  1970 on which a business loss was c la imed

in  the  sum o f  $22 ,999 .00  re la t i ng  to  exp lo ra t i on  fo r  and  d r i l l i ng

of  o i l  and qas wel ls .  The amount  of  the loss is  not  be ing

contested.

2.  Dur ing the year  L970,  pet i t ioner ,  Louis  Kohl ,  was engaged

fulI t ime in the business of Gruntal and- CompdDy, members of the

New York Stock Exchange.  He a lso had a l imi ted par tnership

in terest  in  Prudent ia l  Dr i l l ing Funds,  the act iv i ty  o f  which

was to explore for  and to  dr i l l  o i l  and gas wel ls .  The business

activity of Prudential Dri l- l ingr Funds was not carried on in

New York State.

3.  Pet i t ioners mainta ined that  the syndicate,  Prudent ia l

Dr i l l ings Funds,  was organized in  New York State and i ts  headquar ters

was located in  New York Ci ty ,  and therefore,  sa j -d loss was a

business loss derived from a source within New York State and

deductible in ful l  for New York State income tax purposes.

4.  Pet i t ioners a lso argued,  in  the a l ternat ive,  that  the

amoun t  o f  $22 ,999 .00  expended  fo r  i n tang ib le  d r i l l - i ng  and

explorat ion of  o i l  and gas wel1s was a l lowable as an i temized

deduct ion under  sect ion 263(c)  o f  the fn ternal -  Revenue Code.

There fo re ,  pe t i t i one rs  con tended  i f  a  bus iness  l oss  o f  $22 ,999 .00

i s  no t  a l l owed  fo r  L970 ,  t he  expend i tu re  o f  $22 ,999 .00  shou ld

be inc luded wi th  the Federa l  i temized deduct ions,  as modi f ied
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for New York State income a.* notnoses, and an itemized aeduction

al lowed to the extent  permi t ted by sect ion 635 (c)  o f  the Tax

Law.

5.  That  a l though Prudent ia l  Dr i l l ing Funds was organized

in New York State,  the f i rm's  bus iness act iv i t ies were not  carr ied

on in  New York State.  Therefore,  the business loss susta ined by

the petit ioners was not derived from sources located in New York

S ta te .

6.  That  the business loss susta ined by the pet i t ioners is

not deductible for New York State purposes in accordance with

the meaning and in tent  o f  sect ion 632 (a)  o f  the Tax Law.

7 .  That  pet i t ioners '  content ion that  the i r  bus iness loss

would be deductible for New York State purposes as an itemized

deduction is not val id within the meaninq and intent of sections

635  ( c )  ( 1 )  and  615  ( c )  ( 3 )  o f  t he  Tax  Law .

B.  That  the pet i t ion of  the Estate of  Louis  Kohl  and Florence

Koh l  i s  den ied  and  the  No t i ce  o f  De f i c i ency  i n  t he  sum o f  $2 ,779 .01

i ssued  on  March  25 ,  L974  i s  sus ta ined .

DATED: Albany, New York

Augus t  22 ,  L977

COMMISSION


