
STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the ?et i t lon
o r

Mahrnoud H. & Zahiah Farraj

for Redetermlnat ion of a Def ic iency or Revislon
of a Determinat lon or Refund of NYS, UBT & NYC
Personal Income Tax under Ltt icLe 22, 23 & 30 of
the  Tax  Law fo r  the  Years  1980-198I .

AFFIDAVIT OF MAILING

that the said addressee ls the pet l t ioner
forth on said wrapper ls the last known address

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 '1.r1 Qsmmission, that he is over 18 years of age, and that on the
10th  day  o f  January ,  1986,  he  served the  w i th in  no t ice  o f  by  cer t l f ied  na i l
upon Mahmoud H. & Zahiah Farraj ,  the pet i t loner ln the within proceedlng, by
enclosing a true copy thereof in a securely sealed postpai.d wrapper addressed
as fo l lows:

Mahnoud H. & Zahiah Farraj
506 6 Avenue
Brooklyn, NY I I2I5

and by deposit i -ng same enclosed in a postpaid properly addressed wrapper in a
post off ice under the exclusive care and custody of the United States Postal
Service within the State of New York.

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

Sworn to before me th ls
10 th  day  o f  Janua ry ,  1986 .

ster oaths
sec t ion  174



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter

Mahnoud H. &

of che Pet i t lon
o f
Zahiah Farraj AFFIDAVIT OF MAILING

for Redeterminat ion of a Def ic iency or Revislon
of a Det,erminat ion or Refund of NYS, UBT & NYC
Personal Income Tax under ArtT.cLe 22, 23 & 30 of
the  Tax  Law fo r  the  Years  1980-1981.

State of  New York :
ss .  :

County of Albany :

David Parchuck, bei.ng duly sworn, deposes and says that he is an employee
of the State Tax Conmission, that he is over 18 years of age, and that on the
10th  day  o f  January ,  1986,  he  served the  w i th in  no t ice  o f  by  cer t i f ied  na i l
upon Marvin Snith,  the representat ive of the pet l t loner in the within
proceedi-ng, by enclosing a true copy thereof in a securely sealed postpaid
wrapper addressed as fol lows:

Marvin Snlth
2204 Avenue U
Brook lyn ,  NY 11229

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

That  deponent  fur ther  says that  the sald addressee is  the rePresentat ive
of  the pet i t toner  here ln and that  the address set  for th on said wrapper is  the
last  known address of  the representat ive of  the pet i t ioner .

Sworn to before me this
10 th  day  o f  January ,  1986.

ths
pursuant to Tax Law sec t lon  L74



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  1 2 2 2 7

January  10 ,  1986

Mahuroud H. & Zahiah Farraj
506 6 Avenue
Brooklyn, NY I I2I5

Dear  Mr .  &  Mrs .  Fa r ra j :

Please take not ice of  the Decis lon of  the State Tax Commlssion enclosed herewi th.

You have now exhausted your  r ight  of  rev iew at  the adur in is t rat ive level .
Pu rsuan t  t o  sec t i on (s )  690 ,  722  &  1312  o f  t he  Tax  Law,  a  p roceed lng  l n  cou r t  t o

rev iew an adverse decis ion by the State Tax Comrni-ss ion may be inst i tu ted only
under Ar t ic le  78 of  the Civ i l  Pract l -ce Law and Rules,  and must  be commenced in
the Supreme Court  of  the State of  New York,  Albany County,  wi th in 4 months f rom

the  da te  o f  t h i s  no t i ce .

Inqui r i .es concernlng the computat lon of  tax due or  refund a l lowed ln accordance

wi th th is  decis ion may be addressed to:

NYS Dept.  Taxat ion and Flnance
Law Bureau - Ll t igat lon Unit
Bui lding /19, State Campus
Albany, New York 12227
Phone # (518) 457-2070

Very truly yours,

STATE TAx COMMISSION

cc:  Pet i t , ioner rs  Representa t ive
Marvin Snith
2204 Avenue U
Brook lyn ,  NY 11229
Taxing Bureaurs Representat ive



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

MAHMOUD H. FARRAJ and ZAHIAII FARMJ

for  Redeterminat lon of  a Def ic iency or  for
Refund of New York State Personnal Income and
Unincorporated Business Taxes under Ar t ic les 22
and. 23 of the Tax Law and New York City
Personal  Income Tax under Chapter  46,  T i t le  T
of  the Adminis t rat ive Code of  the Ci ty  of  New
York  f o r  t he  Yea rs  1980  and  1981 .

DECISION

Peti t ioners, Mahmoud H. Farraj  and Zalniah Farraj ,  506 6th Avenue, Brooklyn,

New York l l2 l5,  f i led a pet i t ion for redeterminat ion of a def ic iency or for

refund of New York State personal income and unincorporated buslness taxes

under Articles 22 and 23 of the Tax Law and New York City personal income tax

under Chapter 46, Ti t le T of the Adrni"nistrat ive Code of the City of New York

fo r  the  years  1980 and 1981 (F i le  No.  4789L) .

A hearing was held before Al len Caplowaith, Hearing Off icer at the off ices

of the State Tax Cornmlssion, Two World Trade Center,  New York, New York, on

August 22, 19B5 at 9:30 A.M. Pet i t ioner appeared by Marvin Snith and Michael

Srni th.  The Audit  Divi .s ion appeared by John P. Dugan, Esq. (Angelo Scopel l i to,

E s q . ,  o f  c o u n s e l ) .

ISSUE

Whether adjustments attr ibut lng addit ional unreported income to pet i t ioners

fo r  the  years  1980 and 1981 were  proper .

FINDINGS OF FACT

1.  Mahmoud H.  Farra j  and Zahiah Farra j  f i led a New York State Income Tax

Resident  Return (wi th Ci ty  of  New York Personal  Income Tax)  for  each of  the



-2 -

years 1980 and 1981 under f i l ing status "marr ied f i l ing separately on one

returnrr.  On each ret,urn, Mahmoud H. Farraj  (hereinafter rrpet i t ioner")  reported

his occupat ion as "grocert ' .  Mrs. Farraj  reported her occupat ion as "H/w",

(which is assumed to designate housewife).  Pet i t loner f i led a New York State

Unincorporated Buslness Tax Return for 1980. For taxable year 1981 he did not

f i le an unincorporated business tax return.

2 .  0n  Ju ly  16 ,  1983,  the  Aud i t  D iv is ion  issued a  Sta tement  o f  Persona l

Income Tax Audit  Changes to pet i t i .oner wherein the fol lowing adjustments were

made:

EXPLANATION 1980 1 9 8 1
Addi t lonal  Income Required per  Audi . t
Unreported Interest  Income
Addi . t ional  Personal  Exernpt ion Not  Reported

NET ADJUSTMENT

$ 8 ,210 .00  $4 ,437 .00
5  , r42 .00

$T3;357r0d ##*3'

3.  On Ju ly  16 ,  1983,  the  Aud l t  D iv is ion  a lso  issued a  Sta tement  o f

Unincorporated Business Tax Audi. t  Changes to pet i t loner for the year 1980

wherein an adjustuent was made increasing pet i t , ionerts reported taxable busl"ness

income by  the  $8 ,210.00  ad jus tment  fo r  add i t iona l  income requ i red .

4 .  0n  October  5 ,  1983,  the  Aud i t  D iv is ion  issued two (2 )  no t ices  o f

d"ef ic iency. Al though the adjustments result ing in such def ic iencies were

at t r ibu ted  so le ly  to  pe t i t ioner ,  sa id  de f ic ienc ies  were  issued aga ins t  bo th  h in

and his wife.  One not ice asserted addit ional New York State and New York City

persona l  income taxes  fo r  1980 and 1981 o f  $2 ,456.00 ,  a  pena l ty  o f  $122.80 ,  p lus

i n t e r e s t  o f  $ 6 5 2 . 1 4 ,  f o r  a  t o t , a l  d u e  o f  $ 3 , 2 3 0 . 9 4 .  T h e  o t h e r  n o t l c e  a s s e r t e d

add i t iona l  New York  S ta te  un incorpora ted  bus iness  tax  fo r  1980 o f  $316.00 ,

a  p e n a l t y  o f  $ 1 5 . 8 0 ,  p l u s  i n t e r e s t ,  o f  $ 9 2 . 3 9 ,  f o r  a  t o t a l  d u e  o f  $ 4 2 4 . L 9 .

According to the aforementioned statements of audit  changes, the penalt les were
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asse r ted  pu rsuan t  t o  sec t i on  685 (a )  ( l )  o f  t he  Tax  Law fo r  f a i l u re  t o  f i l e  t he

re tu rns  a t  i s sue .

5. Pet i t ioner conceded the 1980 adjustment for unreported interest

income. Accordingly,  t ,he only remaining issue is with respect to the adjustnents

for addit ional income required.

6. The adjustment,s for addit ional income required were determined by the

cash avai labi l i ty analysis method of income reconstruct lon as fol lows:

1 980

$
$

$22 ,062 .84
$2L  , 27  2 .57

7 9 0 . 2 7
9 , 0 0 0 . 0 0

$  8 ,209 .73

7.  The to ta l  cash l i v ing  expenses  o f  $9 ,000.00  fo r  each year

hTere est imated by the Audit  Divis ion as fol lows:

Expenditure

Clothing and Medical Expenses
Repairs (home)
Telephone
Laundry-Dry cleaning
Home Furnishings
Auto expense
Transportat ion
Recreat ion -  Entertainment
Educat ion
Magaz ines ,  papers ,  books
Insurance

TOTAL ESTIMATED CASH LIVING EXPENSES

Tota l  Sources
Total  Appl icat ions
Source over (under)
Cash Living Expenses
Additional Income Requi.red

1981
$  17  , 368 .  33
$12 ,804 .85
$  4 ,563 .48
$  9 ,000 .00
$  4 ,436 .52

at  lssue

Amount

( $ 1 5 . 0 0  p e r  n o n t h )
( $ 5 . 0 0  p e r  w e e k )

$2 ,500 .  00
I  , 000 .00

180 .00
260 .00
500 .00

1  , 500 .00
500 .00
500 .00

t  , 000 .00
100 .00
960 .00

$qT'do.o6'

8.  Dur ing  the  year  1980 pe t i t i .oner rs  fami ly  cons is ted  o f  h imse l f '

wi fe and six (6) chi ldren, ranging from four (4) to thir teen (13) years

In the lat ter part  of  1981 they had another chi ld.

h is

o f  a g e .
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9. In the aforestated cash l iv lng expense schedule, the amount est imated

for clothing and medical expenses was less than the amount properly attributable

to sai .d expenses based on stat lst lcal  guldel lnes publ ished by the Bureau of Labor

Stat lst ics.  The balance of expenses incorporated lnto said schedule were

est imates based on the audltorts experience. Said schedule provided no amount

for food since pet i t ioner made withdrawals of food fron his business.

10. Neither pet l" t ioner nor hls wife personal ly appeared for the hearing.

Although their representative argued that the bstimated cash living expenses

r/ere overstated, no documentary evidence was submltted to support  such argument.

They further argued that pet i t ioner 1s properly ent l t led to credit  for an

addit ional source of income of $S,000.00 ln 1980 based on a statement dated

October  5 ,  1980,  wh lch  purpor ts  to  be  f rom Mrs .  Far ra j rs  paren ts  and s ta tes  as

fo l lows:

"I ,  Neamah Farraj  and I ,  Hassan Farraj  l ivtng at Beit  Hanina
Vl l lage, Jerusalem Israel do hereby make this statement
th is  5 th  o f  October  1980,  tha t  we have g iven $5 ,000.00
(five thousand dollars) to Zahiah Farraj r our daughter
l iv i .ng at 506 Sixth Avenue, Brooklyn, NY USA.

Thl s money is given as to invest in secured accounts ' and
ls to be returned upon the death of our daughter Zahiai;*
Farraj  "

11. No supportJ"ng documentat ion was submitted to evidence the purported

transfer of funds to Mrs. Farraj  f rom her parents.

CONCLUSIONS OF LAI^I

A. That pursuant to sect ion 689(e) of the Tax Law and

the Adurinistrat ive Code of the Clty of New York, the burden

pet i t ioner in any case before the Tax Commissi .on except in

none of which are appl icable herein.

sec t i .on  T46-189 .0  (e )

of proof is upon the

three  (3 )  ins tances '

o f
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B. That pet i t ioner has fal led to sustain his burden of proof to show that

the adjustments nade and the def ic iency asserted by the Audit  Dlvis ion were

erroneous or lmproper.

C. That the penalt l -es asserted pursuant to sect ion 685(a) ( l )  of  the Tax

Law are hereby abated since pet i t ioner has f i led returns for the years at issue

here in .

D.  Tha t  t he  two  (2 )  no t i ces  o f  de f i c i ency  i ssued  Oc tobe r  5 ,  1983  a re

cancel led insofar  as they apply to Zahiah Farra j  (see Finding of  Fact  "4" ,

supra)  .

E.  That  the pet i t ion of  Mahmoud H.  Farra j  and Zahiah Farra j  is  granted to

the extent  prov ided in Conclus ions of  Law "C" and "D"r  gW.,  and except  as so

g ran ted  sa id  pe t i t i on  i s ,  i n  a1 l  o the r  respec ts ,  den ied .

F .  Tha t  t he  two  (2 )  no t i ces  o f  de f i c i ency  l ssued  Oc tobe r  5 ,  1983  a re  t o

be rnodi f ied so as to be conststent  wi th the decis ion rendered hereln.

DATED: Albany, New York STATE TAX COMMISSION

..!AN 1 0 ig86
PRESIDENT

SSIONER

COMMISS


