
STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Michael Karacsony

for Redeterml-nation of a Deflclency or RevlsLon
of a Determination or Refund of Personal Income
& Unincorporated Buslness Tax under Art ic le(s)
22 & 23 of the Tax Law for the Years 1980 & 1981.

AFFIDAVIT OF MAILING

State of New York :
s s .  :

County of Albany :

Davld Parchuck/Janet M. Snay, being duly sworn, deposes and says that
he/she is an employee of the State Tax Cournlssion, that he/she ls over 18 years
of age, and that on the 15th day of September, 1986, he/she served the within
not lce of Decision by cert l f ied mal l  upon Michael Karacsony the pet l t loner in
the wlthin proceeding, by enclosing a true copy thereof in a securely sealed
postpaid wrapper addressed as fol lows:

Michael Karacsony
c/o Schneider & Schneider
P . O .  B o x  7 5 6 3
Greenwlch, CT 06836

and by deposit ing same enclosed in a postpald 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 further says that the said addressee is the Pet i t ioner
herein and that the address set forth on said r^rrapper is the last known address
of  the  pe t i t ioner .

Sworn to before me this
15 th  day  o f  Septenber ,  1986.

ster oat
pursuant to Law sect lon 174



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 I ^ I  Y O R K  L 2 2 2 7

September  15 ,  1986

Mlchael Karacsony
c/o Schnelder & Schneider
P . 0 .  B o x  7 5 6 3
Greenwlch, CT 06836

Dear Mr. Karacsony:

Please take notice of the Declslon of the State Tax Commlssion enclosed
herewith.

You have now exhausted your right of revLew at the adnLnLstrative level.
Pursuant to sect lon(s) 690 & 722 of the Tax Law, a proceeding ln court  to
revlew an adverse declsion by the State Tax Commlssion may be lnstltuted only
under Arttcle 78 of the Clvll Practice Law and Rulesr and must be connenced ln
the Supreme Court of the State of New York, Albany Countlr wlthln 4 nonths fron
the date of thls nottce.

Inqulries concernlng the computation of tax due or refund allowed in accordance
wlth thls decisLon nay be addressed to:

NYS Dept. Taxation and Flnance
Audit Evaluatl"on Bureau
Assessment Review Unlt
Bul lding #9, State Campus
Albany, New York L2227
Phone # (518) 457-2086

Very truly yours,

STATE TAX COMMISSION

cc: Taxing Bureaufs Representattve



STATE OF NEW YORK

STATE TAX COMMISSION

:
In the Matter of the Pet l t ion

o f
:

MICHAEL KAMCSONY DECISION
:

for Redeterminatlon of a Deficlency or for
Refund of Personal Income and UnLncorporated :
Buslness Taxes under Artlcles 22 arl.d 23 of the
Tax Law for the Years 1980 and 1981. :

Pet l t ioner,  Michael Karacsony, c/o Schnelder & Schneldar,  P.O. Box 7563,

Greenwich, Connect,icut 06836, filed a petltlon for redeternination of a deflclency

or for refund of personal lncome and unincorporated buslness taxes under

Art tc les 22 and 23 of the Tax Law for the years 1980 and 1981 (Fl Ie No. 57904).

A hearLng was held before All-en Caplowal.th, Hearlng Offlcer, at the

off ices of the State Tax Commlsston, Two World Trade Center,  New York'  New

York ,  on  March  20 ,  1986 a t  1 :15  P.M.  Pet l t ioner  appeared pro  se .  The Aud l t

Dlvis lon appeared by John P. Dugan, Esq. (Gary Palner,  Esg.,  of  counsel) .

ISSUE

tr{hether,  as the result  of  a f ie ld audlt ,  adjustments attr lbut ing addit lonal

income to pet l t loner for each of the years 1980 and 1981 were proper.

FINDINGS OF FACT

1. Mlchael Karacsony (herelnafter "pet l t lonerr ' )  wlth hts wlfe '  Li l l lan

Karacsony, filed a New York State Income Tax Resldent Return for each of the years

1980 and 1981 under f l l lng status ' rMarr ied f l l lng separately on one return." On

sa ld  re tu rns ,  he  repor ted  bus iness  income o t  $22,28 I .00  (1980)  and $22,663.00

(1981) derlved fron his act lv i t les as a house painter and decorator.  For taxable

year 1980, pet l t , loner f l led a New Yotk State Untncorporated Buslness Tax Return.
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2. 0n August 17, 1984, the Audit  DLvlsion lssued a Statemenc of Personal

Income Tax Audit Changes to petitloner whereln the folJ-owing adjustments ltere

made:

I  980 1 9 8 1
rrAddltional Income as a result of field audit

Source and applicatlon of funds analysls
Statutory Medleal Adjustnent due to a

change ln gross lncome
Interest Expense on buslness loans
Sales Tax omitted fron busl"ness expenses
Unincorporated Business Tax ModlfLcatlon

$69,503 .00  w"Net Adjustment

3 .  0n  August  17 ,

Unincorporated Business

adJustments were made:

Source and application of funds analysls
Interest Expense on buslness loans
Allowance for Taxpayer Servlces

Net Adjustment per Audlt

$68 ,716 .00  $28 ,172 .00

s39 .00  -0 -
248.00 527  . 00

-o -  ( 3 ,077 .00 )
s04 .00

$68 ,716 .00
248.00

(s44.oo)
$?'6lfl[1ffi"

L9B4, the Audlt  Dlvls ion also lssued a Statement of

Tax Audit Changes to petLtLoner wherein the followlng

r  980

4. Pet i t loner executed a consent forn which extended the perlod for

assessmenc of 1980 taxes to any t lme on or before Apri l  15, 1985.

5. On November 5, L984, the Audit  Dlvls lon lssued a Not lce of Def lc iency

agalnst pet i t loner assert lng personal income taxes for 1980 and 1981 of $13,L56.32,

un incorpora t ,ed  busLness  tax  fo r  1980 o f  $2 ,746.05 ,  penaLt ies  o f  $2 ,143.77 ,  and

l "n te res t  o f  $6 ,500.31 ,  fo r  a  toca l  due o f  $24,546.45 .  Sa ld  pena l t les  were

asser ted  pursuant  to  sec t ions  685(a) ( l ) ,  685(a) (2 )  and 685(b)  o f  the  Tax  Law

f or lat,e f lltng of petitl"oner's 1980 personal lncome tax and unl"ncorporated
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buslness tax returr," ,  
l  

1"a" payment of the taxes due wLth such returns, and

neg l lgence fo r  1980 and 1981,  respec tLve ly .

6 .  T h e  a f o r e s t a t e d  a d j u s t n e n t s  o f  $ 6 8 , 7 1 6 . 0 0  ( 1 9 8 0 )  a n d  $ 2 8 , L 7 2 . 0 0  ( 1 9 8 1 )

were computed by the Source and Appllcatlon of Funds Analysls nethod of l-ncome

reconstruct ion as fol l -ows:

1980 I  981
Sources of Funds

InteresE Income
Business Income
Buslness Depreciat lon
Rental Income

Decrease in account balances
Greenwlch Savings 1t850L287-8
4th Federal  Savings /11099
Greenwlch Savlngs #8501799-2
Unlted Mutual l f7-L53783
Greenwlch Savlngs 1190273I7-6
Scarsdale Nat lonal l tOL53457
Chenlcal Bank checklng - Busl"ness
Scarsdale Natl"onal tt3024709468

Total  Sources

Appllcation of Funds
Rental  Expenses (net
Auto Purchase
Stock Purchases (8.F.

$  5 ,508 .00
22 ,28 r  . 00

288 .00
6 ,000  . 00

277  . 00
481 .00

10 ,545 .00

8 ,535  . 00
22 ,663 .00

288 .00
6 ,000 .00

5 ,033 .00

98 .00
L4 ,26L .00
5 ,507  . 00
8 ,  960 .00

20 ,000  .00
$E3E0;d6' $  91 ,345 .00

Lynch)

Increase ln account balances
Greenwich Savings 1t90273I7-6
Scarsdale Nat lonal t t0L5345I7
Chemlcal Bank checking (business)
Scarsdale Nat ional checklng (personal)
Scarsdale Natlonal 1t302470968
Scarsdale Natlonal 1t3024702609
Greenwich Savings tt90l7588-4
Greenwlch Savlngs ll9OI9032-L
Emtgrant Savings #5000013006

of depreciat lon)

Ilutton, Merrill

$ 5 ,  257  .oo
I  ,200 .00

$  5 ,674 .00

37 ,381 .00

2 ,520  . 00

2 ,868 .002

L4 ,26 r . 00
204 .00

5 ,  354 .00
682.00

20  ,000  .00 ,
6 ,603 .00 ;
5 ,282.00;
6 ,500 .00r-

10 ,651 .00 '

S e c t l o n  7 2 2 ( a ' )  o f  A r t i c l e  2 3  l n c o r p o r a t e s  s e c t l o n s  6 8 5 ( a ) ( 1 ) ,  6 8 5 ( a ) ( 2 )
and 685(b) of Art ic le 22 for unincorporated business tax purPoses.

Slnce petitioner has continuously falled to provlde documentatlon of these
account,s, the balances have been estlnated by the Audlt Dlvlslon based on
interest income reported.
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10 ,305  .  oo
14 ,100 .00
16  ,000  .00

I  , 560 .00
36 ,542 .00  30 ,669 .00

$119 ,517 .00

$  68 ,716 .00  $  28 ,  L72 .00

7. Although pet l" t loner vehemently dlsagreed with the audit  f lndlngs'  he

falled to submit any documentatlon which would warrant a decrease tn the

aforestated adjustments .

CONCLUSIONS OF LAW

A. That pet l t loner has fal led to sustaln hls burden of proof,  lmposed

pursuant,  to sect ions 689(e) and 722(a) of the Tax Law, to show that the adjust-

ments nade by the Audit Dlvlslon r,rere erroneous or improper. Accordingly' such

adjustnents are sustalned ln their  ent l rety.

B. That the petltlon of Mlchael Karacsony l"s denied and the Not,ice of

Def lc lency lssued November 5, 1984 ts sustainedr together wlth such addit lonal

penaltles and lnterest as nay be lawfully owlng.

DATED: Albany, New York STATE TAX COMMISSION

sEP 15 1986 .--Fo@44
PRESIDENT

Greenwlch Savlngs 1t903438L-3
Scarsdale Natlonal 1130247L459-5
Scarsdale National 1130247 L2825

Payments on Busl"ness Loans
Cost of Living Analysls

Total  Appl icat lons

Understatement of Income
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September 15, 1986

Mlchael Karacsony
c/o Schnelder & Schnel"der
P . O .  B o x  7 5 6 3
Greenwich, CT 06836

Dear Mr. Karacsony:

Please take not ice of the Decision of the State Tax Commisslon enclosed
herewlth.

You have now exhausted your rlght of revtew at the adnlnistratlve level.
Pursuant to sect lon(s) 690 e 722 of the Tax Law, a proceedlng in court  to
revlew an adverse declslon by the State Tax Commissl.on may be instituted only
under Article 78 of the Clvl-l Practice Law and Rulesr aod must be cott-enced Ln
the Supreme Court of the State of New York, Albany County, withln 4 months from
the date of thls not,l,ce.

Inqulries concerning the couputation of tax due or refund allowed ln accordance
wlth thls decLslon nay be addressed to:

NYS Depc. Taxatlon and Flnance
Audl"t Evaluation Bureau
Assessment Revtew UnLt
Bullding /19, State Campus
Albany, New York L2227
Phone /t (518) 457-2086

Very truly yours,

STATE TAX COMMISSION

cc: Taxing Bureaurs Representat lve
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STATE OF NEW YORK

STATE TAX COMMISSION

:
In the Matter of the Pet l t lon

o f
:

MICHAEL KARACSONY DECISION
:

for Redeterminat lon of a Def ic iency or for
Refund of Personal Income and Unincorporated :
Business Taxes under Artlcles 22 and 23 of the
Tax Law for the Years 1980 and 1981. :

Pet l t ioner ,  M lchae l  Karacsony ,  c /o  Schne lder  &  Schne lder ,  P .O.  Box  7563,

Greenwlch, Connect lcut 06836, f i led a pet i t lon for redetermlnat ion of a def lcLency

or for refund of personal lncome and unlncorporated buslness taxes under

Art lc les 22 and, 23 of the Tax Law for the years 1980 and 1981 (Ft le No. 57904).

A heartng was held before Allen Caplowal"th, Hearing Offlcer, at the

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

York ,  on  March  20 ,  1986 a t  1 :15  P.M.  Pet i t loner  appeared pro  se .  The Aud l t

Divis ion appeared by John P. Dugan, Esq. (Gary Palmer, Esq' ,  of  counsel) .

ISSUE

Whetherr as the result  of  a f le ld audlt ,  adjustment,s attr lbut ing addit lonal

lncome to pet i t loner for each of the years 1980 and 1981 were proPer.

FINDINGS OF FACT

l .  Michael Karacsony (herelnafter "pet i tLonerr!)  with hLs wife,  Lt l l lan

Karacsony, f l led a New York State Income Tax Resldenc Return for each of the years

1980 and 1981 under f l l lng status I 'Marr led f l l ing separately on one return." 0n

sa ld  re tu rns ,  he  repor ted  bus iness  income o t  $22,28 I .00  (1980)  an 'd  $22,663.00

(1981) derlved from his actJ.vi t les as a house painter and decorator.  For taxabLe

year 1980, petitioner flled a New York State Unlncorporated Buslness Tax Return.
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2. On August 17, 1984, the Audit  Dlvls ion lssued a Statement of Personal

Income Tax Audit Changes to petltloner whereln the followlng adjustments htere

made:

1980 1 9 8 1
'rAddit ional Income as a result  of  f le ld audit

Source  and app l lca t ion  o f  funds  ana lys is  $68 '716.00  $28,L72.00
Statutory Medical Adjustment due to a

change in gross lncome 539.00 -0-

Net Adjustment

3 .  On August  17 ,

Unincorporated Buslness

adjustments \rere rnade:

Interest Expense on business loans
Sales Tax omitted from business expenses
Unincorporated Buslness Tax Modlf icat ion

248.00 527 .00
-0 -  ( 3 ,077 .00 )

s04 .00

$68  , 7  16  . 00
248.00

(s44 .00 )
$Z'6ffi"

$69 ,503 .  oo  $26 ,L26 .00"

1984, the Audit Division also lssued a Statement of

Tax Audlt Changes to petltloner whereln the followlng

1 9 8 0

Source and appllcatlon of funds analysls
Interest Expense on buslness loans
Allowance for Taxpayer Services

Net Adjustment per Audlt

4.  Pet l t loner executed a consent form which extended the perlod for

assessment,  of  1980 taxes to any t lme on or before Aprl l  15, 1985.

5. On November 5, 1984, the Audlt  Divls lon issued a Not lce of Def lc iency

against pet l t ioner assert ing personal lncome taxes for 1980 and 1981 of $13'L56.32,

un incorpora ted  bus lness  tax  fo r  1980 o f  $2 ,746.05 ,  pena l t les  o f  $2 , I43 .77 '  and

l "n te res t  o f  $6 ,500.3 I ,  fo r  a  to ta l  due o f  $24,546.45 .  Sa id  pena l t les  were

asser ted  pursuant  to  sec t lons  685(a) (1 ) ,  685(a) (2 )  and 685(b)  o f  the  Tax  Law

for late f l l lng of pet i t lonerts 1980 personal lncome tax and unincorporated
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buslness tax returrr" , l  laa. paynent of the taxes due with such returns, and

neg l lgence fo r  1980 and 1981,  respec t ive ly .

6 .  The a fores ta ted  ad jus tments  o f  $58,716.00  (1980)  and $28,172.00  (198I )

$rere computed by the Source and Appllcatlon of Funds Analysis method of income

reconst,ruct lon as fol lows:

Sources of Funds
Interest Income
Business Income
Business Depreclat lon
Rental Income

Decrease in account balances
Greenwlch Savlngs 1t850I287-8
4th Federal  Savlngs /11099
Greenwlch Savings t l85OL799-2
United Mutual l l7-L53783
Greenwich Savlngs 1t9027317-6
Scarsdale National 1t0L53457
Chenical Bank checklng - Buslness
Scarsdale Natl"onal 1t3024709468

Total  Sources

1 980

$  5 ,508 .00
22 ,28L  .OO

288  .00
6  ,000  .00

277  . 00
481 .00

10 ,545 .00

$ a5;mm

1 9 8 1

8 ,535  . 00
22 ,663 .00

288 .00
6 ,000 .00

5  ,033  .  oo

98  .00
14 ,261 .O0
5  , 507  . 00
8 ,960  .00

20 ,000 .00
$  91 ,345 .00

Appllcatlon of Funds
Rent,al Expenses (net
Auto Purchase
Stock  Purchases  (E .F .

of deprecl-atlon)

Hutton, Merr l l l Lynch)

$  5 ,  257  .OO
I  , 200 .00

$  5 ,674 .00

37 ,381 .00

2 ,520 .00

2 ,868 .002

Increase in account balances
Greenwl-ch Savings 1t9O27 3L7 -6
Scarsdale Natl"onal t10L5345I7
Chemical Bank checking (business)
Scarsdale Nat lonal checklng (personal)
Scarsdale Natlonal 1t302470968
Scarsdale Natl"onal 1t30247 02609
Greenwlch Savlngs #90f 7588-4
Greenwich Savlngs 1t90L9032-L
Emigrant Savings #5000013006

14 ,26 I . oo
204.00

5 ,354 .00
682 .00

20 ,000 .00?
6  ,603  .00 ;
5 ,282.00;
6 ,500 .00 r -

10 ,65  1  . 00 -

S e c t i o n  7 2 2 ( a )  o f  A r t l c l e  2 3  l n c o r p o r a t e s  s e c t l o n s  6 8 5 ( a ) ( l ) ,  6 8 5 ( a ) ( 2 )
and 685(b) of Art ic le 22 for unincorporated business tax purposes.

Sl"nce petlt,ioner has eontinuously fal,led to provtde docunentatl-on of these
accounts, the balances have been estlnated by the Audlt Dlvislon based on
lnterest tncome reported.



Greenwich Savlngs #9034381-3
Scarsdale Nat lonal lnAZ47 1459-5
Scarsdale National 1t30247 12825

Payments on Business Loans
Cost of Liv lng Analysis

Total  Appl icat lons

Understatement of Income

7. Although pet l t loner vehemently

falled to subnlt any documentatl.on which

aforestated adjustment,s.

sEP I 5 1986

CONCLUSIONS OF LAW

A. That pet l t l "oner has fal led to sustaln hls burden of proof imposed

pursuant to sect lons 689(e) and 722(a) of the Tax Law, to show that the adJust-

ments made by the Audlt Dlvlston were erroneous or lmproper. Accordlngly, such

adjustnents are sustalned ln thelr  ent i rety.

B. That the petltlon of Michael Karacsony ls denled and the Notlce of

Def lc lency lssued November 5, 1984 ls sustained, together wlth such addlt ional

penalties and lnterest as nay be lawfully owlng.

DATED: Albany, New York STATE TAX COMMISSION

-4-

10 ,  305  .00
14  ,  100 .00
16 ,000 .00

1  , 560 .00
36  ,542 .00

$  I  l 4  , 096  . 00

$  68 ,716 .00 $ 28 , r72 .00

dlsagreed wlth the audlt  f indings, he

would warrant a decrease ln the

PRESIDENT

SIONER




