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STATE OF l{Etll YORK
STATE TAX COMHISSION

In the ilatter of the Petition
:

of

J. WAI,DRON and LILLTAN BAYLES 
:

:
For a Redeterrnination of a D,eflciency or
a Refund of Personal Income a Unincsporated
Taxes under Article(s) 16 & 16-A of the
Tax Iaw for the (Vear(s) L959. 3

AFFIDAVIT OT HAITII{G
OF }IOTICE OF DECISIOil
BY (CERTTFTED) lorr

Business

State of New York
County of Albany

Lynn Wilson , being duly sworn, deposes and says that

she is an employee of the Drepartnent of Taxation and Finance, over 18 years of

agel and that on the 28th day of August , L9 7 3 r she served the withln

Notice of Decision (or Determination) by (certified) mall upon J. WALDRON and

LILLIAN BAYLES (representatlve of) the petitioner in the wlthin

proceedin$r by enelosing a true copy thereof in a secrrrely sealed postpaid

wrapper addressed as follows: Mr. and Mrs. J. Waldron Bayles
Center Island
Oyster Bay, New York LL77L

and by deposlting sane errclosed in a postpald properly addressed wrapper Ln a

(post office or official deposltory) under the exclusive care and custody of

the tlnlted States Post Office Department wlthln the State of l{en York.

firat deponent further says that the sald addressee ie the (representatlve

of) petitLoner herein and that the addregs set forth on said wrapper is the lagt

known address of the (representatlve of the) petltLoner.

Sworn to before rne this

_jatfr day of August , L97U



STATE OF llEtit YORK
STATE TAX COM}IISSION

In the Mafter of the Petition
:

of

iI. WALDRON and LILLIAN BAYLES 
:

:
For a Redetermination of a Deficiency or
a Refund of Personal Income e Unincorporated
Taxes under Article(s) 16 & 16-A of the
Tax Law foi the (vear(s) 1959. :

AFPIDAVIT OF I.{AIIING
OF }IOTICE OT DECISION
BY (CERTTFTED) r{art

Business

State of New York
County of Albany

Lynn wilson , belng duly swornl deposes and says that

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

agel and that on the 28th day of August , 19 73, she served the within

l{otice of Decision (or Determination) by (certified) maLl ripon A. BRUCE

BIELASKI, JR., ESQ. (representatlve of) the petitioner in the wlthin

proceedingr by eneloslng a true copy thereof in a securely sealed postpaid

wrapper addressed as follows: A. Bruce Bielaski , ,ft. , Esq.
I West Main Street
smithtown, New York LL787

and by deposlting same enclosed in a postpald properly addressed wrapper Ln a

(post office or officlal deposltory) under the exclusive care and cuetody of

the tlnlted States Post OFfice Department withln the State of New York.

firat deponent further says that the said addressee ie the (representatlve

of) petttl"oner herein and that the address set forth on said nrapper is the laat

known address of the (repreeentatlve of the) petltloner.

Sworn to before rne thls



STATE TAX COMMTSSTON
Mario A.  Procaccino

fftEXl$lG(XX>$l{Xl( p R Es I D EN r
A .  B R U C E  M A N L E Y

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

STATE OF NEW YORK

must be commenced within |lO dfff
the date of this notice.

after

Any inquiries conceming the computation of tax due or refund allowed
in accordance with this decision or conceming any other matter relat-
ing hereto may be addressed to the undersigned. These willle referred
to the ptoper party for reply.

HEARING OFFICER

Petitioner's Representative
Law Bureau

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, ROO,{ 2l4A

STATE CAMPUS
ALBANY, N. Y. l2?Zl

AREA COOE 51A
457-2655, 6,  7

S|fDf Albany, New York

l*fnrt l$r lf?t

,iI. Slillun r'# ttlllrl trlrl
gr[trr lrhnil
qntrr lttr lil! er* llt7t

$mr lir. lil ftrtr nylffr

Please take notice of the 3tfiffiInilfil of
the State Tax Commission enclosed herewith.

Please take further notice that pursuant to fl{ttilf t?t lld t8Oltl Ot
the Tax Law any proceeding in court to review an adverse decision

!?AT! tAr COMMtSgtOX

HtAtlxe uItT

EOUAiO ROOK

ttctcTAtY t0
coMMttttoll

rooigtt roui iIPLY ro

AD-r.tz (7 /7O)



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Application

o f

J. WALDRON and LILLIAN BAYLES

for Revision or for Refund of Personal
Income and Unincorporated Business Taxes
under Art icles 16 and 16-A of the Tax Law
for  the Year  1959.

DETERMINATION

Appl icants ,  J .  Waldron and L i l l ian Bayles,  have f i led an

application for revision or for refund of personal income and

unincorporated business taxes under Art icles 16 and 16-A of the

Tax Law for the year 1959. (FiIe tto. 3-7644637). A formal hearing

was scheduled for  January 19,  L972,  ?" t  1 :15 p.M.  at  the of f ices of

the State Tax Commission, 80 Centre Street, New York, New York,

On January IB,  L972,  appl icants ,  i I .  Waldron and L i l l ian Bayles,

in writ ing, waived a formal hearing and consented to the issuance

of a determination without the introduction of addit ional evidence.

rssuEs

I .  Are the assessments barred by the expiration of the

Statute of  L imi ta t ions?

II. Did the activit ies of the taxpayerr dn oyster dredger,

constitute the carrying on of an unincorporated business?

III.  Did the gain on the sale of the ass_ets of taxpayer,

J. Waldron Bayles' business constitute ordinary income or capital

ga in?
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FINDINGS OF FACT

1.  In  1959,  appl icant ,  J .  Waldron Bayles,  was the so le

proprietor of an oyster dredging business in Long Island Sound.

In connection with this business he owned f ive oyster ships,

certain equipment and marine supplies and numerous franchises

and leaseholds to oyster beds. In the course of his business

t

operations, applicant would clean his growing beds in hopes that

the seeds of the oysters would set in the beds. The growing

oysters would then be moved to fattening beds where they would

grow to commercial size in four to f ive years. Applicant would

then dredge the oyster beds and sell  the oysters.

2.  On November 3O,  1959,  appl icant ,  J .  Waldron Bayles,  so ld

his entire oyster business. Under the terms of the agreement,

the f ive oyster ships including equipment and marine supplies

we re  so ld  f o r  $120 ,OOO.OO.  o f  t he  $120 ,000 .00 ,  $40 ,000 .00  was

to be paid in cash upon signing of the agreement, and the remain-

ing $8Or0OO.0O was to be paid in  four  equal  insta l lments of

$2O,OOO.OO on or before the 3oth of November for each of the four

successive years. The t i t le and interest in and to the leaseholds

and f ranchises to  the oyster  beds were so ld for  $80,000.00,  to  be

S,paid in  four  equal  insta l lments of  $20,000.00 on or  before the

3oth of November for each of the four successive years. Al l  the

oysters and other shell f ish contained in the beds covered by the

leaseholds and f ranchises were so ld for  $800,000,00,  to  be paid

in  four  equal  insta l lments of  $2OO,OOO.OO on or  before the 30th

of November for each of the four successive years.
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3,  Appl icants ,  J .  Waldron and L i l l ian Bayles,  f i led a New

York State combined income tax return for the year L959. They

fi led no New York State unincorporated business tax return for

the year L959.

4-  on Novembet  25,  L964,  appl icants ,  J '  waldron and L i l l ian

Bay1es' Federal income tax return for the year 1959 was adjusted.

The adjustment reflected the disal lowance as a capital gain al low-

ance of income received from the sale of the oysters.

5.  On Apr i l  27,  L966,  appl icants ,  J .  Waldron and L i l l ian Bayles,

notified the Income Tax Bureau that their Federal income tax return

for  the year  1959 was adjusted.

6. On March 15, 1968, the Income Tax Bureau issued a Notice

of Addit ional Assessment against applicants, i I .  Waldron and Li l l ian

Bayles,  d isa l lowing 979,190.33 repor ted as capi ta l  ga in c la imed on

the sale of oysters and considered it  as normal income. Addit ional

income of  $36,526.98 per  the Federa l  audi t  was assessed.  A tax of

$5,262,81 was imposed.  Unincorporated business income was assessed

a t  $31 ,955 .86  fo r  t he  yea r  1959  and  a  Lax  o f  $843 .23  was  imposed .

A penal ty  of  $210.81 for  fa i lure Lo f i le  an unincorporated business

tax return was assessed under section 376 of the Tax Law. Interest

o f  $2 ,900 .37  was  assessed  as  o f  March  15 ,  L968 .

CONCLUSIONS OF LAW

A, That the Statute of Limitations for

income tax had not expired since applicants,

Bayles,  fa i led to  comply wi th  sect ion 267 (2)

report ing a change or cor::ection increasing

income within 90 days of such change.

assessment of normal

J. Waldron and Li l l ian

of the Tax Law in not

their Federal taxable
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B. That the Statute of Limitations for assessment of unincor-

porated business tax had not expired since the amount of tax due

may be assessed and collected at any t ime if  no return was f i led.

c. That tbe activity engaged in by applicants, J. Waldron and

Lil l ian Bayles is an unincorporated business as defined in section

386 of the Tax Law.

D. ftrat the oysters cannot be considered in determining capital

ga ins or  losses s ince i t  cannot  be c lass i f j -ed as a capi ta l  asset

under section 350 of the Tax Law.

E. That the income received from the sale of the oysters is

normal income and not a capital gain.

F. that the application of J. Waldron and Li l l ian Bayles is

denied and the Notice of Addit ional Assessment issued March 15,

1968 ,  i s  sus ta ined .

DATED: Albany, New York
Augus t  28 ,  1973

STATE TruC COMMISSION

COMMISSIONER

\

\A^^Jt- \C*"-^-
COMMISSIONER


