POOR
¢ QUALITY
THE FOLLOWING
DOCUMENT (S)
ARE
FADED &BLURRED

PHOTO MICROGRAPHICS INC.




)

\

v

+

L9 (4-64) v;uw%cm

BUREAU OF LAW 7 =

MEMORANDUM M7 Secowne
pd

To: Cosmissioners Nurphy, Palestin and Mseduff
FROM: Praneis X. Boylan, Hearing Officer
SUBJECT: SUSAN STRASBERG, Applisation for Revisien or

Refund of an Assessment of Personsl Insome
Taxes for the Year 1957

A hearing with referense to the adeve matter
held defore me at 80 Centre Street, New York, New Yerk,
May 12, 196, Avpearsnces are showm: in the resord, The
ord of testimeny and /th. exhibits are submitted herewith.

The twe issuss in this oase both have S0 do with
the question of what constitutes an “ordinary and nscessary
expense” in carrying on a trade or dusiness or fop the pre-
uuu:* of inseme, under Tax law Seetion 360, and related
regulations,

™he taxpayer, an sctress, claimed wardrebe sxzpenses
of $10,792.15 as an orcixm and necessary expense of her
gornum‘ The notice of additional assessment disallowed

#5600 of the amownt slaimed for wardrobe, in effect allowing
the remaining amount of ndous $3,292 as an ordinary and
neeossary expense. She f'wriiaer claimed the amoun$ of $20,600,
assertedly patd out fer (drsmatie coashing and tuSoring fees,
&8s such a deductidble exprnse, The smount claimed for dramatie
ocoaching was initially dissllowed entirely but thereafter
$5,000 was allewed.

The proposed determination uphelds the addisienal
assesament disallewing tie amouns of $7,500 ous of the amewntd
elaimed dedustidle for werdrede. The taxpayer, it was fowmd,
falled to show that any jart of her total expendisures fewy
elothing and aceessories were for "wardrode” used prefessionally.
Consequently, the smount of §$3,292 which was allewed was no®
inadegquate, the determinstion ln offest holds,

As So the amownt claimed as deductidle for dvematis
eoaching fees, the posed determination allows the amoun$ of
$20,000 as & 3oduat ble expense under the pertinmmt regulatiens
ﬁm expenditures for sducation, The Saxpayer transferved

»

000 to her parents. 5he claimed $20,600, the full amewmt of
reported by her mether, Paula Strasberg in 1957, bus the



remsining $600 was mmuam. 1% 1s foumd,

™he an aetress sdeud eighteen (18)
.rmuxmxfmﬁ”wmmsgmmﬂm
slothing and aseessories in m:.xnh Thess expenditures were
proved by csneslled shecks $o various steres whieh were exhibited
at the hearing mmd returned to the taxpayer's representative.
The Saxpayer trested 25 per cent of this expenditure as being
personal and nondedustidle but slaimed a dedustion for the
remaining 75 per ocent in the amount of $10,792.15.

AS the 1isinary hearing the exsminer vas dispesed
to allow all bus 000 of the slaimed expenditure dut %his wes
oonti ¢t upon the Saxpayer's sceepting a disallowsnes of the
o sxpenditwre for dvamatie ecsehing exsept $5,000,

At no stage 414 the Saxpeyer or he¥r representative
show that any of this elething purchased was a costume oy
wardrobe used by the taxpayer in any rele as sn astress, Aa
Arffidavit was to bave been submitted by the taxpayer making
suth fdentificatien but this was not done,

Tax Law Section provides in part that there
should be allowed as deduetions ordinary and ReceSSAry RPN
paid out in carpying on any trade opr business or for the pre~.
dustion of ineome required to be reported,

By regulation expenditures diree related So the
speration of the taxpayerts "bhusiness”™ are e d ded for in
ation 20 NYCRR 2533‘. Simtlarly, lation 20 WYICRR
+S provides for the deduetion of expenditures so direetly
ted S0 the prasties of & profession, The speeifie items
snumerated in the latter regulation do not inelude the ene
:;Muw herein under considsration, dut there is no questien
t that wardrode used num!-npnnuhanmu
a deduotidle professi sxpanditure, at least 1if the
is used exclusively for that put{:ﬂ.. This was the rule applied
by the Departmen$ and by the preliminary examiner, that is, thad
the expenses olaimed for wardrobe by an aotress must be fep
slothes aequired and used as a costume in a dramatie role,

-

further must have been used exslusively for that purpose,
a somparsble Federsl regulation, the ocost of maintensnse fer
uniforms and work slothes a tradesman are dedustidle if they
are not suitadle for wear eoff duty, In the professienal area, the




formal dress clothes of s musieian used professionally are
deductible expenditures. (Prentice Hall Pederal Taxes {(Owrrent)

hugﬂ?h oh 13,21 ummxmp.;’?m»nmanxmw
Fisher (the ;un!.c‘un) 23 T 18, Mu'd 24 79) The
4irficulty here is that there was no showing as all that the
) | sxpenéitures included professional costumes or wardsede
used in any of the Saxpayer's roles as an astress, The tan~
{:roﬂ.- repressutative wvas unable to teatify to the prectise
the profession or that the wardrobes so used prefesaionslly
by the tazpayer were not supplied to hef free.

Regulation 20 NYORR 253.17 ~~Items Not Dedustiblese
. provides that no perseonal and living expenses may bde dedusted
sxoept for medical care and insurance premiums, OClothing for
porsonal use is sueh an item not deductidle.

£0 RYORR 253.2 expenditures not so direstly
related to the taxpayerts m'f or by extsnaion, profession.
Is 4i» not eritical whether an mdftm for wardrede de
strietly as a 2ireet professional expense under that :ﬁn on
oFr &s an expense related to the production of ineome regue
lation 253.2. The latter regulaticn provides, however, in part
that expenses to be deduetibls must be reasonsdle in smown$ and
must bear a reasonadle relstion to the produstion of taxable
income, There is no asuthority for the proposition that elething
used by an sotress in furtherence of her caresr that is used not
as wvarérobe on atage or before camsra, bDut for the sake of
ereating an image on his or hepr pudlie appearances is a dsduetidle
expanse, Sush expenditures evidently are not regarded as suf-
fieiently clesely related to the produstion of ineome,

- It s no doudt trus that professionals in careers,
such as an actress, make expenditures for el other than
wardrobs, which can be sald to be s prudent inves $ in the
eircumstances and which, except for their careers, they weuld
not need or sven want, Nevertheless in view of the stristure
on expenditures for unifeorms ets,, of persons in trades, it
would not appear to be equitadble & allow auch sxpenditures te
persons in & more pubdlis career. PFurther 1t would de &iffisult
adninistratively to determine what careers would warrsent sush
expenditures, and whish expenditures wore so caresr-related,

There is authority fer the preposition that elething
acquired by a person launsching a sareer dut not yst zainfully
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engaged in Lt ig not deduetidle, l'm.umwm,
there {8 no suthoridy for the prepesition that ele nel

Lumedie selated S0 the professions) offert swsh @8 & nt's
formal :;xhhc. nmu:nu'uqn Mm.ubm

.l{ ) snd

of inseme 18 & question nod precented here,
read, weuld not pernit an apportiennent of e
profesaional wardrebe thes was used alse

in these reles, Ner returm, claiming sush o3 suve of Dydte
for dvanetie sosshing 414 not arfivmatively ® Sowhen the. -
was paid, &he 4id file an wndated Pederal .

noney ,
mmrwlmwminmm ) of
in thas year, She Seock umtrwmzﬁ:aq/

return she eharged expended for sush drematie sessiiiag
anéd tutoring fees, m in sonnection with the wetienm pletwpe =
nede thore. : e S

prominently associated with the Actor's ﬁgg!o in New York,:

New York. The taxpayer showed checks transferring a total of ‘
$1l4,000 in no regular sequence and in various large smounts te = -
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har mother, and similarly an aggregate of $6,000 t¢ hetr Lathiv.
!tmcﬂnﬂ,m ®at the entire smeumt tyansforved 8¢
cmwmum!mumnm feos vendoved B
the mother, Panla, “en the set." This 34 seam o refleet =
the m-‘mang that the texpayer's represemmtative had of - -
the supposed rule that culy “en the set" was & Gudwaite
®1e expense, Censequently, it is pessidle What smomte

en the aset" In say case, however, 1% is Srwe
was tren S8 the parents, amount & nas

Paule St ‘ 412 rendey evvies snd Shal o
rasberg, sosshing servies 20,

Wum»m,mmmmuutumom
Tax Exhidit §#1, whieh was svimitsted in support of W
4600 S0 ber indicates em & olose Abat

not%&t&tueu;ﬁﬂiﬁmhnt&dhml:x s
reds from Sussn Stresberg. Alse Saxpayerts vepRoe
mmtnnmmmu.m;mui




/s/

/s/

prisarily for the purpose

the imm}‘ B his M::I:t -u-' om' trede wmsuo:'!ﬂ.‘ s

feen, Sush al servises are ne doudd Alee
muum 20 WYORR o6 "Coapensation fer Pevsenal
regulation in

. * fus! hmmm o X
is ] aount as weuld ordiserily de oo

by nm enterprises in iiks eirovmstances ul that the SLIOWRESERONS

$o be teken into sonsidepation are thm n e “N“
the contrect for services was wade { |Iul1i : , .
st the date when the eontyeet is questionsd), (B0

The recerd establishes that $20,000 was indesd Swenafe
the perents; that both of them wepe 4 dremabie seushel

mm&m»m,m ummm, 414 yonder swl
services. Wﬁh.‘ommw By 4 UGS
sirounstencses, the asserted expenditure for
allowabdle and should de allowed in the smewnt$ of

mmmmmm.m.xwmﬁ-
mu»umsuumm-unummmh
substantially in the forym submitted hevewith, "

H

/s/ FRANCIS X. BOYLAN
M. .
M. SCHAPIRO 2//6/67
E. H. BEST
———T]RuNRTTTTT
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SUSAN STRASEERG

INOOME TAXES WDER ANTIOLE 3 OF
THR TAK LAN POR YEN YRAR 3 y

- - - =

mmwnmmnummmua P
of Tox Law for the yeur ended 2957 ad said Vaxpeyev hewing !
= application fer yevinien o vefund yelated S0 ourk aflitie
W-ﬂummmmua#
mmwﬂhﬂ.tﬂ.»mmwunm;’_
Yarwus, m. of Bow m Sow m m s m q - |
) “Wmtm:nhm“m
sideration, 1957, Whe State Tax Gonmiosien by Notee of ASASEN
Assessnsnt Foe B-TSE500, dated Hoeh 3, 3968, diasklewed 67
"Nwwmmmnmgg “

he predustion of the 1asoms reperted. 10 furtiey disedlowed A
mm-u.tmmummm;;




oefle
xpenditurs 2100 was 0% 4n 0Sinapy and RSGNSSAYT SIPINSS.
Additienal novnal Sex was asssssed eu the aggregate anoumt of
20,000 disaliowed in The anomt of $3,947: Dawealter, oa
allewmnse of $5,000 was made en July 7, 1940, en accomt of Ve
of $1,007: Tespayer £1308 mn sppitestim fov vevisien w0 vafvnd
relatied to sk adéisienal scssssment s nelifisd and suth

() A% e dine of the Detusn 1n 1937, e Seapiyer
war dhout sightoen (18) yoars of ageg but wae, as 10 10 foumd,
o snuneipated ciners She wvas ssploped a0 o» astese in nobien
pinterne ond o the logitimate atege and she yeperted sesnings in
he smomt of §75,000 fren & netien ploture nade in Cudiferniag and .
in %o amewntd of (25,048 foen o play pretused in Bew Yook, Sew Teok,
the aggregste of swsh cssaings being the smewnt of (500,008,

(3) e tampayer ta e year 1957 expended the anewnt
of 3,00 for purehanes of olothing and ascssserios end ahe
¢lainet & dedustion of 75 Pow sent of Wis amomnt, e oun of
R0,TI15, a8 an spiinery and nesesssey cupenes ia ey prelessien
a8 N M0WVess,

(h) Se satiafestery shouing was made by the tespeger
o swstmniiate What sapenditures for clething in eneess of the
meunt of $3,89.15 sllewed s dedustitds were made by hev for e
purpsse of saquiving yrelossimmal scstunss wod in any 9030 phaped
by hep a0 an actveus, 16 18 found,

(S) Tespayer®s wether, Peuls Stwasberg, and hey father,
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™o saxpayer's wother vendsved servises %o hev a8 & dvemstle
soneh in the year wnder considevetion, The tanpayer tvensfesved
$14,000 by shooks S0 haw nother and $6,000 by Ghoehs e hep Suthivy
mwﬂummmummumm
mammmummwwwm.
nother, - No satisfastary showing was mads, i is fomd, et &
smomt in emsess of (20,000 was twanaferved %o the Senpeyer’s
mwmummmmm

mmmmwmumm '
herein, the State Tan Oeamission heredy

DETERNINES |

{a) MMM#"M”&WW |
m«m»mwmmumuu
anownt of $30,798:15 ous of a totsl supenditwree in the enewmt of
$34,309,5% 15 the year under scnsidevetion, 1957, vas poepenly
dlssliowsd as net eonstituting an ovdinesy and nosesstvy cpenditure
hmmuuww:vtumnum.mm
Yean no sdequate showing Yy the taxpsyer that Whis pertien, o0
any pass of o said Sotal empenditure, was for Whe purpess of
fumishing professicnsl wavdrede fer the Sapayer's wis in ag of

ROF POlES 88 0 GAtNGRS,

(3) That the aneunt of $80,000 Svamsforved by the
SAEpAyer $o P parents, both qualified dvematis coeches, M80stelly
in considevaiion of sonsbing seoviees vendered %o $he Saspayer by
an allewadls enpenditure pursuent o previsisn of Tun law, Sestien




Sustien of Fepeviedls inewmo, §n sccordunce with perténens
mummummrnwmw o
WﬂWWW&”WHM
anmummmwm
mem.mumummm”u
whish there wvas no atoquate preals |
mmuummuuwmu )
mmmumm,.mwmmmu
Wﬂmtmmemum '

mwwumumumwummu.
onsideved ovdinary and nessuniry An sennestion with the Aseme
. sepavted, |

m.mummwmumnmm
of $500 as wnsshetentinbed, | ' |
Sotal amsuns Sisellewed, $8,100,
MMMMMQM"?"MM“

10 10 so snderved, | c
Beted:s Albeny, Vew Yerk, this 19th day of Novenrer 398

JCSEPH H. MURPHY

/s/ IRA J. PALESTIN

/s/ , JAMES R. MACDUEE




