
STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Leon & Sal ly Teuch

for Redeterminat lon of a Def ic iency or Revlslon
of a Determinat ion or Refund of Personal Income &
Unincorporated Business Taxes under Art ic les 22 &
23 o f  the  Tax  Law fo r  the  Years  L977 ,  1978 & 1979.

That deponent further says
herein and that  the address set
o f  t he  pe t i t i one r .

Sworn to before me th is
1 6 t h  d a y  o f  J u l y ,  1 9 8 5 .

State of New York :
s s .  :

County of Albany :

David Parchuck, being duly sworn, deposes and says that he is an employee
of the State Tax Co'nmission, that he is over 18 years of age, and that on the
16th day of July,  1985, he served the wlthin not ice of Decislon by cert i f led
mai l  upon Leon & Sal ly Teuch, the pet i t ioners in the withln proceedlng, by
enclosing a true copy thereof in a securely sealed postpaid wrapper addressed
as fo l lows:

Leon & Sal ly Teuch
145 24-I l  Avenue
Whi tes tone,  NY 11357

and by deposit lng same enclosed in a postpaid properly addressed wrapper in a
post off lce under the excluslve care and custody of the Unlted States Postal
Service within the State of New York.

AFFIDAVIT OF MAILING

that  the said addressee is  the Pet l t ioner
forth on said wrapper is the last known address

Authorized to h ls te r  oa ths
pursuant to Tax s e c t i o n  1 7 4



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet l t lon :
o f

Leon & Sal ly Teuch :

for Redetermlnat ion of a Def ic iency or Revision :
of a DeterminatLon or Refund of Personal Income &
Unincorporated Buslness Taxes under Art ic les 22 & :
23  o f  the  Tax  Law fo r  the  Years  L977,  1978 & L979.

:

AFFIDAVIT OF MAILING

State of New York :
s s .  :

County of A1bany :

Davld Parchuck, belng duly sworn, deposes and says that he 1s an employee
of the Stat,e Tax Coumission, that he is over 18 years of age, and that on the
16th day of July,  1985, he served the within not l .ce of Declslon by cert l f ied
mai l  upon Meyer Goldman, the representat lve of the pet i t loners in the wlthin
proceeding, by enclosi .ng a true copy thereof in a securely sealed postpald
wrapper addressed as fol lows:

l'leyer Goldman
Goldman & Goldman
579 Ninth Avenue
New York ,  NY 11357

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
post off ice under the exclusive care and custody of the Unlted States Postal
Service withln the State of New York.

That deponent further says that the said addressee ls the representat ive
of the pet l t loner herein and that the address set forth on said \rrapper is the
last known address of the representat ive of the pet l t ioner.

Sworn to before me this
16 th  day  o f  Ju ly ,  1985.

oxized to admi s ter  oa ths
sec t ion  174Pursuant to Tax Law



S T A T E  O F  N E W  Y O R K
S T A T E  T A X  C O M M I S S I O N

A L B A N Y ,  N E W  Y O R K  L 2 2 2 7

J u l y  1 6 ,  1 9 8 5

Leon & Sally Teuch
I45 24-11 Avenue
Whj. testone, NY LI357

Dear  Mr .  &  Mrs .  Teuch:

Please take not lce of the Decislon of the State Tax Conmlsslon enclosed
herewlth.

You have now exhausted your right of revlew at the administrative level.
Pursuant,  t ,o sect ion(s) 690 & 722 of the Tax Law, a proceeding ln court  to
review an adverse decision by the State Tax Commission may be inst i tuted only
under Art ic le 78 of the Civl l  Pract ice Law and Rules, and must be commenced in
the Suprene Court, of the State of New York, Albany County, wlthin 4 months from
the da te  o f  th is  no t ice .

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

NYS Dept.  Taxat ion and Finance
Law Bureau - Li t igat lon Unit
Bui lding /19, State Campus
Albany, New York L2227
Phone # (518) 457-2070

Very truly yours'

STATE TAX COMMISSION

cc:  Pet i tLoner rs  Representa t ive
Meyer Goldman
Goldman & Goldnan
579 Ninth Avenue
New York ,  NY 11357
Taxing Bureaurs Representat ive



STATE OF NEW YORK

STATE TAX COMMISSION

In  the Mat ter  of  the Pet i t ion

o f

LEON AND SALLY TEUCII

for  Redeterminat ion of  a Def ic iency or  for
Refund of  New York State and New York Ci ty
Personal Income Taxes and Unincorporated
Business Tax under Ar t ic les 22 and 23 of  the
Tax Law and Chapter  46,  T i t le  T of  the
Adrnin is t rat ive Code of  the Ci ty  of  New York
fo r  t he  Yea rs  L977  ,  1978  and  1979 .

DECISION

Pet i t ioners,  Leon and Sal1y Teuch,  145 24- IL Avenue,  Whi test .one,  New York

11357 ,  f i l ed  a  pe t i t i on  f o r  rede te ru r i na t i on  o f  a  de f i c i ency  o r  f o r  r e fund  o f

New York State and New York City personal income taxes and unincorporated

business tax under Ar t ic les 22 and 23 of  the Tax Law and Chapter  46 '  T i t le  T of

the Adminis t rat ive Code of  the Ci ty  of  New York for  the years 1977,  1978 and

1979  (F i l e  Nos .  37324 ,  3742L ,  37422  and .  37423 ) .

A hear ing was held before Dor is  E.  Ste inhardt ,  Hear ing Of f icer ,  a t  the

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

Y o r k ,  o n  F e b r u a r y  6 , 1 9 8 5  a t  1 : 1 5  P . M .  P e t i t i o n e r s  a p p e a r e d  b y  G o l d n a n  &

Goldman (Meyer Goldman,  CPA).  The Audi t  Div is ion appeared by John P.  Dugan,

Esq .  (Anne  W.  Murphy ,  Esq . ,  o f  counse l ) .

ISSUES

I .  Whether for New York State and New York City personal income tax

purposes and for unincorporated business tax purposes, pet i t ioners teaLLzed

addit ional,  unreported income ln 1977, 1978 and 1979 in the respect ive amounts

o f  $ S , 5 7 0 . 0 0 ,  $ 5 , I 7 2 . 0 0  a n d  $ 5 , 5 7 5 . 0 0 .
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I I .  Whether the Audit  Divis ion properly reduced pet i t ionersr basis in a

New York City taxicab medal l ion, concomitant ly increasing the capital  gain

they real ized upon the sale of an interest in the medal l ion.

FINDINGS OF FACT

1.  For  the  taxab le  year  L977,  pe t l t ioners ,  Leon and Sa l ly  Teuch '  f l l ed  a

New York State Income Tax Resident Return with New York City personal income

tax. Mr. Teuch did not f i le an unincorporated business income tax return for

h is  tax i  serv ice  bus iness ,  wh ich  he  opera ted  as  a  so le  p ropr ie to rsh ip .

For 1978, pet i t ioners f i led a New York State Income Tax Resident

Return with New York City personal income tax and a Minimum Income Tax Computation

Schedule. For personal Lncome tax and rninimum incone tax purposes, pet i t ioners

repor ted  a  long- te rm cap i ta l  ga in  in  the  amount  o f  $11,850.00 ;  such ga in

represented  the  excess  o f  the  se l l ing  pr ice  ($27,500.00)  over  the  cos t  bas is

($15,650.00)  o f  a  one-ha l f  in te res t  in  a  New York  C i ty  tax icab neda l l ion .

Again, Mr. Teuch fai led to f i le any unincorporated business tax return.

For 1979,  pet i t ioners f i led a New York State Income Tax Resident

Return with New York City personal income tax, a Minlmum Income Tax Computation

Schedule, a Maxirnum Tax on Personal Service Income computation, a Clairn for

Real  Property  Tax Credi t  and a Cla im for  Energy Assis tance Credi t .  No unincor-

porated business tax return was submit ted.

2.  On Apr iJ-  7,  L982,  subsequent  to the conduct  of  a f ie ld examinat ion of

pet i t ioners t  personal  and business records,  the Audi t  Div is ion issued to

pe t i t i one rs  f ou r  no t i - ces  o f  de f i c i enc l r  asse r t i ng  New York  S ta te  pe rsona l

income tax under Tax Law Art ic le  22,  New York Ci ty  personal  incone tax under

Adminis t rat ive Code Chapter  46,  T i t le  T,  and unincorporated business tax under



Tax Law Art ic le 23, plus

1978 and 1979 schedu led
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negl lgence penal t ies

as shovm below.

r97 7

$4s7_.42

186 .65

27 r .23
$915.30

and interest, fo r  the  years  1977,

r978 1979

$2 ,560 .  18
96 .  31

793 .28
40 .  13

I  , 550 .  95
$5 ,040 .85

f i z ,993  ,44

96s .72

1  , 053  . 09
T:;Mrs

On February  6 ,1981,  pe t i t ioners  had executed  a  consent  ex tend ing  the

period of l in i tat ions for assessment of personal income and unincorporated

business taxes for the year 1977 up to and including Apri l  15'  1982.

3.  The above-descr ibed def ic iencies arose by reason of  two major  adjustments:

(a)  addi t l -onal  tncoure reaLized by pet i t ioners in  1977,  1978 and 1979 and

unreported for  personal  income and unincorporated business tax purPoses;  and

(b)  an increase to the capi ta l  gain pet i t ioners reaLized on the d isposi t ion of

an in terest  in  the tax icab medal l ion.

Mr.  Teuchrs tax icab serv ice business employed the cash method of

account ing and d id not  mainta in a set  of  books.  Thereforer  ln  order  to ver i fy

pet i t ionersr  taxable income as repor ted,  the income tax examiner  per formed cash

avai labi l i ty  analyses,  rev iewing pet i t ioners I  checking and savings accounts

docuuentat ion ( inc luding passbooks r  bank statements and cancel led checks)  and

records of  loans obta ined and repaid.  A sumrnary of  the examinerrs analyses is

se t  f o r t h  be low .

r978

NYS personal lncome tax
NYS ninimum tax
NYC personal income tax
NYC ninirnum tax
Unlncorporated business tax

Cash in
Gross  rece ip t s ,  t ax i cab  bus iness
Socia l  Secur i ty  payments
Loans
Redenpt ion cer t i f icate
In te res t  ce r t i f i ca te

r977

8 ,  1 4 8
3 , 5 5 4

7  , 416
4 ,305

t979

$  8 ,730
4 ,015

38 ,550
r0 ,492
2 ,000
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Transfer  f rom savings account  to
ce r t i f i ca te

Sale I  tax icab medal l ion
Dividend withdrawal

Tota l  avai lable

Cash out
Deposi ts  to checking
Loan repayments
Depos i t s  t o  sav ings
Repurchase of  medal l ion
Purchase of  tax icabs
Business expenses pald ln  cash

Tota l  cash out

Tota l  cash avai lable
Tota l  cash out
Est inated cash l iv ing expenses

Understatement  of  income

27  ,500
327

1  0  ,000

3671 4 0

$ 1 1 , 8 4 2

$  5 , 7 5 5
3,43r

3 ,366

$12 ,552

$11 ,842
( r2 ,552 )
(  r o ,000 )

$10 ,710

$39 ,548

$  5 ,983

3  1  ,000

3 ,359
5 ,394

$45 ,735

$39 ,548
(45 ,735 )
(  10 ,000 )

$  16 ,  187

$74 ,  154*

$  6 ,989
36,269
15 ,800
32  ,000
2 ,379
5 ,455

$  98  ,892*

$7  4  , r 54
(98,892)
(  10 ,000 )

$ 34 ,  738*

*  Ar i thmet ica l  e r ro rs  cor rec ted .

The examiner est lmated pet i t ioners I  cash l iv ing expenses by reference to

f l -gures conpi led by the Greater Business Counci l  of  New York City.

I t  was the examiner fs  opin ion that  pet i t ioners had overstated the

basis of  the medal l ion in  calculat ing thei r  capi ta l  gain,  and pet i t ioners were

unable to produce any purchase documents to substant ia te thei r  c la imed cost  of

$31,300.00.  The examiner  te lephoned the New York Ci ty  Taxicab and L imousine

Commlssion which agency is  current ly  charged wi th the responsib i l i ty  of  main-

ta in ing records for  tax is  and l imousines;  the Cornmiss ion d id not  mainta in such

reco rds  du r i ng  the  l 950 rs ,  bu t  a  rep resen ta t i ve  es t ima ted  tha t  t he  cos t  o f  a

fu l l  rnedal l ion in  1958,  the year  Mr.  Teuch purchased h is  medal l ion '  was approxi -

rna te l y  $7 ,500 .00 .  The  examine r  a l so  re fe r red  to  a  f ede ra l  Schedu le  D ,  Cap i t a l

Gains and Losses,  f i led by another  taxpayer who reported the cost  of  h is  New

York  C i t y  t ax i cab  ueda l l i on  pu rchased  i n  1954  as  $9 ,300 .00 .  Based  upon  these



sources of  in format ion,  the

interest  of  the medal l ion to

g a i n  t o  $ 2 3 , 5 0 0 . 0 0 .
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examiner  decreased pet i t ioners I  basis  in  a one-hal f

$4 ,000 .00 ,  concon i t an t l y  i nc reas ing  the i r  cap i t a l

4.  Af ter  the issuance of  the not ices of  def ic iency,  the income tax

examiner  met  wi th Mr.  Teuch and h is  representat ive,  Mr.  Goldste in.  In  accordance

wi th fur ther  in format ion furn ished,  the examiner  a l lowed pet i t ioners addi t ional

sources of  cash and reduced her  est imate of  cash l iv lng expenses '  which changes

resul ted in  reduct ions to pet i t ionersr  a l leged understatements of  income.

r978 t97 9

$34 ,738*
(25,367)

Shortage per  audi t
Addi t ional  expendi tures (sources)  of  cash
Reduct ion to cash l iv ing expenses

Understatement  of  income $  5 , 1 7 2 5 , 5 7 5 x

*  Ar i thmet ica l  errors corrected.

5.  Pet i t ioners mainta ined a jo int  savings account  at  the UTOG Federal

Credi t  Union in  New York Ci ty .  On August  6,  1976,  Mr.  Teuch wi thdrew therefrom

the  sun  o f  $4 ,000 .00  i n  cash  because  he  fea red  tha t  h i s  w i f e ,  who  had  been

suf fer ing f rom severe emot ional  problems,  would wl thdraw and squander the

funds.  Mr.  Teuch kept  the money in the apartment  and used i t  to  meet  pet i t ionersr

personal  expensesl  whether  the ent i re sum was exhausted dur ing 1976'  or  some

port ion was aval lable and appl ied to personal  expendi tures in  1977 (or  any

other subsequent year) is unknor.rn.

Mr.  Teuch a lso mainta ined an account ,  so le ly  in  h is  name, at  the

Prog ress i ve  C red i t  Un ion .  on  Ju l y  6 ,  1979 ,  he  w i thd rew  the re f rom $550 .00 ;  such

withdrawal was not considered by the income tax examiner in her analyses and

se rves  to  dec rease  the  sho r tage  asse r ted  fo r  I 979 .

1977

$  10 ,7  10
r40

(5 ,o0o )

$  5 ,570

$ 1 6 , 1 8 7
( 6 , 0  1 5  )
(5 ,ooo)  (3 ,796)
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6. During hls test imony, Mr. Teuch could not recol lect the purchase pr ice

he paid for the taxicab medal l ion: " I  did pay around 25 or 28 thousand dol lars.

I  dont t  remember  exac t ly . r '  To  bu t t ress  the  cos t  bas is  c la imed,  pe t i t ioners

offered in evidence t ! i lo let ters:  one wri t ten by 0scar Katz, an attorney and an

insurance broker for taxicab service businesses, and the other by Michael I I .

Roth, an attorney associated with the taxicab industty for over forty years.

Mr .  Katz rs  le t te r  s ta tes ,  in  re levant  par t :

" In reference to your  request  that  I  g lve you my opin ion as to the
average value of  a medal l ion dur ing the year  1958,  I  wish to advise
you that  to  the best  of  my recol lect ion,  the value f luctuated between

$24 ,000  and  $26 ,000 . "

M r .  R o t h r s  l e t t e r  s t a t e s :

t 'This  of f ice has been involved s ince 1950 in the sale and t ransfer  of
New York Ci ty  Taxicab Medal l ions.  Dur ing th is  per iod of  1950 to
1958,  the of f ice became fami l iar  wl - th values of  tax i  medal l ions which

var ied f rom year to year .  Dur ing 1958 the value of  nedal l ions
i -ssued to indiv idual  owners was wi th in the range of  $25'OO0 to

$28,000.  The said var lance \das seasonal  and depended upon such
factors as avai labi l i ty  of  nedal l lons,  f inancing cost  and the invest-
ment  made by the nedal l ion appl icant . r '

CONCLUSIONS OF LAW

A. That the Tax Law and the New York Ctty Adrninistrative Code place the

burden of  proof  upon pet i t ioners to establ ish thei r  posi t ion,  inc luding any

al legat ions of  error  in  the asser ted def lc iencies,  by a preponderance of  the

evidence.  (Tax Law sect ions 689[e]  and 7223 Adminis t rat ive Code sect ion

T46-L89.0[e] . )  Pet i t ioners demonstrated that  the examiner  d id not  take cognlzance

of  Mr.  Teuchrs wi thdrawal  of  $550.00 f rorn h is  Progressive Credi t  Union account

on July  6,  1979;  the shor tage and understatement  of  income for  L979 should

accordingly  be reduced by such amount .  Pet i t ioners fa i led to prove any other

errors in  the cash avai labi l i ty  analyses.
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B. That the two let ters subnnit ted in evidence by pef i t ioners, taken

together with the somewhat vague testJ.mony of Mr. Teuch, are insuff ic ient to

suppor t  pe t i t ioners '  c la imed bas is  in  the  tax icab neda l l ion  o f  $31,300.00 .  The

Audit  Divis ion thus correct ly calculated pet i t ionerst long-term capital  gain on

the sale of an interest in the rnedal l ion.

C. That the pet i t ion of Leon and Sal1y Teuch is granted to the extent

indicated in Finding of Fact t t4t 'and Conclusion of Law t tAtt ;  the not ices of

def ic iency issued against them on Apri l  7,  1982 are to be nodif ied accordingly;

and except  as  so  gran ted ,  the  pe t i t ion  is  in  a l l  o ther  respec ts  den ied .

DATED: Albany, New York STATE TAX COMMISSION

JUL 16 1985
PRESIDENT

SSIONER


