
STATE OF NEI4I Y0RK
STATE TAX COUMISSION

In the Matter

Tibor & Klara Kron

of the Petition

o f

AIT'IDAVIT OF I"TAILING

for Redeterminat ion of a Def ic iency or a Revision

of a Determination or a Refund of

Personal Income & UBT

under Article 22&23 of the Tax Law

f o r  t h e  Y e a r s  1 9 7 1 . t 9 7 2 .

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the Department of Taxation and Finance, over 18 years of age, and that on the

16th day of January, 1981, he served the within not ice of Decision by cert i f ied

mail upon Tibor & Klara Kron, the petitioner in the within proceeding, by

enclosing a true copy thereof in a securely sealed postpaid wrapper addressed as

fo l lows:

Tibor & Klara Kron
611 West  232nd St .
Bronx, NY 10463

and by depositing sane enclosed in a postpaid properly addressed wrapper

(post of f ice or off ic ial  depository) under the exclusive care and custody

United States Postal Service within the State of New York.

That deponent further says that the said addressee is the petitioner

and that the address set forth on said wrapper is the last known address

l n a

of the

herein

of the

-1pet i t ioner.

Sworn to before me this

16th day of January, 1981.

\-..
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STATE OF NEW YORK
STATE TAX COWISSION

In the Matter

Tibor & Klara Kron

of the Petition

o f

ASFIDAVIT OF MAITING

for Redeterminat ion of a Def ic iency or a Revision

of a Determination or a Refund of

Personal Income & UBT

under Article 22&23 of the Tax Law

f o r  t h e  Y e a r s  1 9 7 1 , 1 9 7 2 .

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an eurployee

of the Department of Taxation and Finance, over 18 years of age, and that on the

L6th day of January, 1981, he served the within not ice of Decision by cert i f ied

nail upon Richard Minton the representative of the petitioner in the within

proceeding, by enclosing a true copy thereof in a securely sealed postpaid

wrapper addressed as fol lows:

Mr. Richard Minton
200 East 42nd St.
New York, NY 1-0017

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a

(post of f ice or off ic ial  depository) under the exclusive 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 representative of

the petitioner herein and that the address set forth on said wrapper is the last

known address of the representative of the petitioner. -.'

'\ "/
Sworn to before me this

16th day of January, 1981.
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STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

January 16, 1981

Tibor & Klara Kron
611 West  232nd St .
Bronx, NY 10453

Dear  Mr .  Kron :

Please take not ice of the Decision of the State Tax Commission enclosed
herewith.

You have now exhausted your right of review at the administrative level.
Pursuant to sect ion(s) 690 & 722 of the Tax Law, any proceeding in court  to
revi-ew an adverse decision by the State Tax Commission can only be instituted
under Article 78 of the Civil Practice Laws and Rules, and must be commenced
in the Supreme Court of the State of New York, Albany County, within 4 months
from the date of this not ice.

Inquiries concerning the computation of tax due or refund allowed in
accordance with this decision may be addressed to:

NYS Dept .  Taxat ion  and F inance
Deputy  Commiss ioner  and Counse l
Albany, New York 12227
Phone # (518) 457-6240

Very truly yours,

STATE TAX COMMISSION

cc: Pet iLioner 's Represent.at ive
Richard Minton
200 East  42nd St .
New York, NY 10017
Taxing Bureau' s Representative
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STATE OF NEI/ YORK

STATE TAX COMMISSION

In the Matter of the Petition

o f

TIBOR I(R0N and KLARA KRON

for Redeterminat ion of a Def ic iency or
for Refund of Personal Income and
Unincorporated Business Taxes under
Articles 22 and. 23 of the Tax Law for
the Years 1971 and 1972.

DECISION

Peti t ioners, Tibor Kron and Klara Kron, 611 t{est 232nd Street,  Bronx, New

York 10463, f i led a pet i t ion for redeterminat ion of a def ic iency or for refund

of personal income and unincorporated business taxes under Art ic les 22 and 23

of the Tax Law for the years 1971 and 1972 (FILe No. 15602).

A formal hearing was held before Archibald F. Robertson, Jr. ,  Hearing

Off icer,  at  the off ices of the State Tax Commission, Two Wor1d Trade Center,

New York ,  New York ,  on  0c tober  31 ,  1978 a t  12 :10  P.M.  Pet i t ioner  appeared by

Richard l l inton, Esq. The Audit  Divis ion appeared by Peter Crotty,  Esq. (Abraham

Schwar tz ,  Esq. ,  o f  counse l ) .

ISSIIE

Whether petitioners are liable for a 50 percent fraud penalty under

sect ion 685(e) of the Tax Law for intent ional as opposed to honest fai lure to

report certain business income discovered on audit of their tax returns for

the years 1971 and 1972.

FINDINGS OF FACT

1 .

income

Return

Peti t ioners, Tibor Kron and Klara Kron,

tax resident return and a New York State

fo r  the  years  1971 and L912.

timely filed a New York State

Unincorporated Business Tax
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2. 0n Apri l  12, t976, the Audit  Divis ion issued two not ices of def ic iency

against pet i t ioners, Tibor and Klara Kron, for addit ional personal income tax

and for unincorporated business tax due in the following amounts:

(a )  For  L971,  add i t iona l  persona l  income tax  o f  $3 ,689.00 ,  p lus

pena l ty  and in te res t  o f  $2 ,728.38 ,  fo r  a  to ta l  o f  $6 ,477.38 ;  add i t iona l  un incor -

pora ted  bus iness  tax  o f  $11454.57 ,  p lus  pena l ty  and in te res t  o f  $11075.80 ,  fo r

a  t o t a l  o f  $ 2 , 5 3 0 . 3 7 .

(b) For 1972, addit ional personal income tax and and unincorporated

bus iness  tax  o f  $4 ,569.59 ,  p lus  pena l ty  and in te res t  o f  $31310.11 ,  fo r  a  to ta l

o f  $ 7  , 8 7 9 . 7 0 .

The def ic iencies were issued when an audit  revealed a discrepancy

of.  several  thousand dol lars between income as reported on pet i t ioners'  tax

returns, and income as shown from examinat ion and reconstruct ion of pet i t ioners'

bank deposits and gross f igures derived from pet i t ioners I  business sales

expenses .

3. Pet i t ioner Tibor Kron, born in Hungary, and his wife,  pet i t ioner

Klara Kron, born in Czechoslovakia, arr ived in the United States in the late

1950's when they were of mature years. Their  educat ion, command of Engl ish,

and business sophist icat ion are st i l l  relaLively l imited. Neither pet i t ioner

was educated beyond the grade school level.

4.  Pet i t ioner Tibor Kron was apprent iced to a plumber short ly after his

arr ival  in the United States. Sometime thereafter,  he started his own business

of handyman/plumber. The only records Mr. Kron kept during the course of his

business were copies of the bi l ls he furnished his customers. These bi l ls

were prepared with the assistance of his wife.

5. When pet i t ioners received a check from a customer during the period

herein involved, they would note the payment on the copy of the bill they had
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retained. Each quarter,  pet i t ioner Klara Kron prepared

from the copies of the bi l ls retained for that quarter.

year,  she provided her accountant with gross f igures on

derived from these quarterly returns.

years in quest ion.

10. Pet i t ioner Tibor Kron had a

house from which he obtained some of

11 .  In  o rder  no t  to  exceed h is

pet i t ioner was occasional ly required

6. Pet i t ioner Tibor Kron was paid only by check during the period herein

involved. A11 such checks were deposited direct ly in pet i t ioner 's checking

account.

7. Neither pet i t ioner ever compared their  bi l l ings to deposits in their

checking account.  Upon audit  a discrepancy of several  thousand dol lars developed

between gross f igures for sales and expenses derived fron bi l ls and such

f igures derived from bank deposits.  Pet i t ioners'  methods of recording bi l l ings

and paynents were neither sophist icated nor precise.

8. The unrecorded income described in Finding of Fact r '7 i l  in pet i t ioners'

checking account r{ras due to the honestly mistaken omission of some pa)ments

for bi l l ings, which onissions stemmed from pet i t ioners'  lack of bookkeeping

knowledge and business sophist icat ion.

9. Subsequent to issuance of the not ices of def ic iency an agreement was

reached between petitioners and the Audit Division, whereby the Division

al lowed reduct ions in pet i t ioners'  taxable income total l ing $9r800.00 for

1971,  and $14 1226.00  fo r  1972.  Pet i t ioners ,  in  tu rn ,  have conceded tax  l iab i l i t y

on the additional i-ncome discovered by the audit, subject to recomputation in

accordance with the above allowed reductions in taxable income for each of the

a sales tax return

At the end of each

sales and expenses

l imited credit  account with a supply

his business suppJ-ies.

credit  l imit  with said supply house,

to make checks out to cash. These checks
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were del ivered to the president of the supply house to cover pet i t ioner 's

purchases. The president of the supply house endorsed these checks in his own

name and cashed them at his bank.

12. The Audit  Divis ion asserted that on the basis of a tax audit  of  the

said suppJ.y house and of i ts president,  pet i t ioner 's checks were cashed as a

check-cashing service to pet i t ionerl  therefore, i t  asserted a fraud penalty on

the al leged proceeds to pet i t ioners from the checks cashed.

13. The president of Lhe said supply house cashed pet i t ioner 's checks as

a credit- l imit  accommodation for pet i t ionerts actual purchase of business

suppl ies, returning no cash from such checks to ei ther pet i t ioner.

L4. The aff idavi t  of  the president of the said supply house, contrary to

Finding of Fact "L2" ,  is overcome by pet i t ioner Tibor Kron's sworn test imony

at the hearing.

15. The Audit  Divis ion has fai led to establ ish by a preponderance of the

credible evidence that the checks described in Findings of Fact r '11" and ' r13'r

were check-cashing accommodations Lo petitioner, and not payments of business

expenses incurred by him.

CONCI,USIONS OF LAhI

A. That

earned during

nade with the

B.  That

C.  That

Law, to meet

of f raud with

D. That

in accordance

the fai lure of pet i t ioners to disclose certain business income

1971 and 1972 was the result  of  an honest mistake and was not

intent to comrnit fraud.

pet i t ioners did not engage in any fraud.

the Audit  Divis ion has fai led, under sect ion 689(e) of the Tax

its burden of proof in establ ishing that pet i t ioners were gui l ty

intent to evade tax.

the Audit Division is directed to recompute the Notice of Deficiency

with Lhe al lowed reduct ions in taxable income of $9,800.00 for
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1 9 7 1  a n d  $ 1 4 1 2 2 6 . 0 0  f o r  7 9 7 2  a s  s t a t e d  i n  F i n d i n g  o f  F a c t r r 9 t r .

B. That the pet i t ion of Tibor Kron and Klara Kron is granted insofar as

i t  relates t .o the asserted fraud penalt ies and the said fraud penalt ies are

cance l led .

DATED: Albany, New York

, dANl6ig8l

STATE TAX COMI{ISSION

COMMISSIONER


