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TO:  Gommissioners Murphy and Macduff N
E. K. Best, Counsel
SUBJEGrcy and June Heath, petitioners for a
redetormination of a deficiency ér for
refund of personal iancome taxes under

Article 22 of the Tax Lav for the year
1962 :

-FROM:

On November 24, 1965 a hearing wvas held at 80 Ceatre
Street, New York, Nev York. Taxpayers vere not persomally
pruoai and appeared by their attorney, NHarold E. Lovette, Esq.

The issue iavolved herein is vhether claimed deductions
for business expenses were (1) substantiated, and (2) ordimary
and necessary in the production of iacome.

Taxpayers, resideats of Nev York, filed a joint retura
for 1962, deducting (a) dusiness enses of §$7,584.76 claimed
to have ﬁnn incurred by Percy Heath, a professional musiecian
of which $%,500 was claimed as "board and lodging® for 30 veeks
of travel at 50 per week, $600 for uniforms, $375 for wnifora
maintenance, 7% for instrument cartage, 0206 for depreciation,
$389.76 for telephone, $25 for union dues and $%520 for tips,
and (b) life insurance premiums in the sum of §1,170, and
claimed an overpayment of $71.0k.

Audit changes dated September 8, 1964 disalleved .o
$3,500 of business expenses as excessive and unsubstantiasted, -
aliovm the balance of $4,08%,76 as a deduction. $870 of 1ize
insurance premiums dodlcto& vas also disalloved as in exscess of
the legally permitted maximum, and recomputed the tax to shov a
liability for additional tax and interest of $120.M9.

~ Federal awdit changes disalloved $3,436.32 of taxpayers’
claimed business expenses for the year 1962,

Taxpayers concede that $870 of the claimed life insurance
premiums is excessive gguuat to section 615(a)(1) of the Tax
Lav, but contend that the claimed business expenses ware

Aecessarily incurred. The only evidence produced at the hearing
consisted of an affidavit of one Conrad Kiramea, taxpayers!
business agent, relating to taxpayers'! absence from home, dut
givm no dates, nor any details of enses, and twelve hotel
i of t‘irty weeks claimed.

1lls covering less than forty days onu




wle

The hotel bills aggregated $580 of which $350 was for room
charges and the balance for restaurant and cther charges.
Neither Conrad Kirson nor either of the taxpayers appeared aad
taxpayers' attorney conceded that there was no other evidence
as to any of the claimed expenses, nor could any additional
information be furnished. The at%orney also conceded that the
taxpayers "would have to rely on the Jludgment of the Tax
Commission®” as to the claimed business expenses.

It is my opinion that $4,084.76 adequately reflescts
the ordinary and necessary expenses incurred in the producetion
of the taxpayers! incomej that taxpayers have failed to
produce any evidence sufficient to satisfy the burden of proof
as to their claims of §3,500 additional expenses as ordinary
and necessary; nor have %hay furnished asay substantiation of
such claimed expenses; and based on the information adduced at
the hearing, the exhibits sabnitted‘ the Federal audit change
and the admissions of the taxpayers® counsel that no other
evidence or information can be furaished, the notice of
deficlency and statement of audit changes must be sustained.

The decision of the Tax Commission shonld be substane
tially in the form hsrewith submitted.

/s/ E. H. BEST
“Counsel

September 28, 1966
Enc, )
AB:cpﬁQ (234734,/ ﬁeéé \
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STATE TAX COMMIBSION

IN SHE NATTER OF TRE FREITION O
PFIRCT & JUBNS EmATR

& RAIDETERNINITION OF A DEFICINNCY
6B JOR REFUND OF PERSOBAL INCOME TAXES

B 800S0 OO

Ivosonssasne

Parey and Jume Nesth heving filed o petitien for
sedetarninetion of & dafisioney o 257 zofund of pevsemal
incene taxes mnder Article 22 of the Tan Law for the yesy
1962 (File Ne. 8=71I7970) and » hearing haviag deen held
o Bovender 3N, 1965 ot B Contre Street, Nev Yask, Nev Tosh,
ot Wiieh the texpeyers’ attormey, Kaveld . Lovette, Beg.
appeared and the metter aviag Yo duly snanined snd
osasidared,

he o8ate Tax Connission hevely fiadss

(1) Thet the tampayers filed & vesident Jolint yoturn
for 1963, shouing defusticns of §7,500.9% for business empences
iacurred by Perey Nesth ia his eoenpetien of prefessionad
susisien, and 1,170 for 1ife iasurence premtiums.

| (2) Thet o Aetien of dofictenay was Ssened Septesber 8,
196%, 1a the sam of 6120.M), desed en Aisellewense of 1ife
iasurence prenines ia the smsunt of 090, os emesssive mnder
seetion GL5(4)(1) of the Tox Lew; and disallovenss of dusiness
SXpenses 1a the sun of 3,0 as ensecsive snd mnoubstantisted,
and the taxpayers’ 1aeens Sex yessuputed.



(3) Thet Petaral aniit sdiustamts vere fosued fren
Septamder 16, 1965 disallouing §3,036.32 of Sanpepers’ cletned
business expenses fuy 1942,

(V) Thet the Saxpayer consents to the discllowense
of $570 for clained dedustions for 1ife tasurence prentuns)
het the taxpayers contend thet Perey Resth, s prefessional
susicien; vas required %0 do svay fros home for 30 weekis ta
Mﬂmwmm;numu
sddition to sther business expenses.

(5) That eneapt for hetel Bills 1n e aggregate omn
of §590, the Saxpayers have failet o produss eay evidence
ummmmwm-ummsm

Based uwpsa the feragoing Zindings end sll of the
evidense presented herein, the S%ate Tax Connissica heredy

DEGIDRN: |

(A) That for 1962 the tampayers inenrret ovdinery and
assessary dusiness cxpenses 1 the sus of $4,000.76 and thet
l:.ﬂomamuuuxwumum

Mhhm,mzmymmm, in the predastion
of income.

(3) Mat for 1962 the taxpayers were eatitlied o
defuct 1ife insursnce preninma pursuant to sestion Q1NE)(L)
dﬁh“““m“““wmmm
disalloved a2 a0t doduetidle pursuent to statute.

(QMW, e aetice of defieianey
inpesing sdditional taxes npen the taxpayers for 1962, 1s
Wrrest) thet the seid notics of éafictenay dees 2ot inclute
wm«mwmammmmm



e

domaded and thet Whe Sampayers' patition for s redeterninstion
oF zafund with respect therete Do and the sens haredy 1o

dented.
STATE T4X CONMISSION
/s/ JUSEPH H. MURPHY
/s/ JKMES R. MACDUFF

]
DATED Cctober 10, 1966



