
STATE OF NEW YORK

STATE TAX COMMISSION

In  the Mat ter  of  the Pet i t ion
o f

John T.  & Carole A.  Door ley

for  Redeterminat ion of  a Def ic iency or  Revis lon
of  a Determinat ion or  Refund of  Personal  Income
Tax under Ar t ic le(s)  22 of  the Tax Law for  the
Y e a r  1 9 7 8 .

AF!'IIJAVIT OF MAILING

State of New York :
s s .  :

County of Albany :

David Parchuck/Janet I"1. Snay, being duly sworn, deposes and says that
he/she is an employee of the St.ate Tax Cornmissionr that he/she ls over 18 years
of age, and that on the lst  day of July,  1987, he/she served the within not ice
of Decision by cert i t ied nal1 upon John T. & Carole A. Doorley the Pet i t ioners
in the wlthin proceeding, bY encloslng a true copy thereof in a securely sealed
postpaid wrapper addressed as fol lows:

John T. & Carole A. Doorley
56 Kohring Circle S
Harr ington Park, NJ 07640

and by depositing same enclosed in a postpaid properly addressed wrapper in a
post ott ice under the exclusive care and custody of the Unlted States Posta1
Service within the State of New York.

That deponent further
herein and that  the address
of  the pet l - t ioner .

Sworn to before me th is
l s t  d a y  o f  J u l y ,  1 9 B 7 .

says that the said addressee is the pet i t ioner
set forth on sai-d wrapper is the last known address

Authoriz
pursuant

t o l s t e r  oa t
to Tax Law sect lon 174



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the PetLt ion
of

John T .  &  Caro le  A .  Door ley

tor Redetermlnat ion of a Def ic iency or Revlsion
of a Determination or Refund of Personal Income
Tax under Art ic le (s) 22 of the Tax Law for the
Y e a r  1 9 7 8 .

AFFIDAVIT OF MAILING

State of New York :
s s .  :

County of Albany :

David Parchuck/Janet M. Snay, being duly sworn, deposes and says that
he/she is an employee of the Srate Tax ConmissLon, that he/she Ls over 18 years
of age, and that on the lst  day of JuIy,  L987, he served the within not ice of
Decision by cert i t led nal l  upon Louis F. Brush, the representat ive of the
pet i t l -oners in the wlthin proceeding, by enclosing a true coPy thereof ln a
securely sealed postpaid wrapper addressed as fol lows:

Louis F. Brush
101 Front  S t .
Mineo la ,  NY 11501

and by depositing same enclosed ln a postpaid properly addressed wrapper in a

post  of f ice under the exclus ive care and custody of  the Uni ted States Posta l

Serv ice wi th in the State of  New York.

That  deponent  fur ther  says that  the said addressee is  the rePresentat ive

of  the pet i t ioner  here in and that  the address set  for th on said wrapper is  the

last  known address of  the representat lve of  the pet i t ioner .

Sworn to before me thLs
l s t  d a y  o f  J u l y ,  L 9 8 7 .

Authori to  adminis ter  oat
pursuant to Tax Law sect ion 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 W  Y  O R K  L 2 2 2 7

July 1, L987

John T. & Carole A. Doorley
56 Kohrlng Clrcle S
llarrington Park, NJ 07640

Dear Mr. & Mrs. Doorley:

Please take notice of the Decislon of Ehe State Tax CommLssion enclosed
herewlth.

You have now exhausted your rlght of review at the admlnlstratlve level.
Pursuant to sectlon(s) 690 of the Tax Law, a proceeding ln court to revlew an
adverse decLslon by the State Tax Co'nLssion nay be lnst l tuted only under
ArtlcLe 78 of the CLvll Practlce Law and Rules, and must be comuenced ln the
Supreme Court of the State of New York, Albany County, wlthln 4 months from the
date of this not lce.

Inquirtes concernlng the conputatlon of tax due or refund allowed 1n accordance
wlth thls decislon nay be addressed to:

NYS Dept. Taxatlon and Flnance
Audlt Evaluatlon Bureau
Assessment Revlelt Unlt
Bulldtng il9, State Campus
Albany, New York L2227
Phone # (518) 457-2086

Very truly yours,

STATE TAX COMITISSION

cc: Taxing Bureauts Representat,lve

Petl t ioner ts Representat ive :
Louts F. Brush
101 Front  S t .
Mineola, NY t1501



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petltlon

o f

JOHN T. DOORLEY AND CAROLE A. DOORLEY

for Redeterminat lon of a Def lc lency or for
Refund of Personal Income Tax under Artlcle 22
of the Tax Law for the Year 1978.

DECISION

Peti t ioners, John T. Doorley and Carole A. Doorley, 56 Kohrlng Circle S,

Harr ington Park, New Jersey 07640, f i l -ed a pet l t lon for redetermlnatLon of a

deflclency or for refund of personal income tax under Article 22 of the Tax Law

for the year 1978 (Fi le No. 37562).

On Octobet 23, 1985, pet l t ioners walved a hearlng before the State Tax

Commlsslon and submLtted the matter for decl.slon based upon the Audlt Dlvlston

f l le,  as wel l  as a br ief  and addlt lonal documents to be submitted by October 8,

1986. After due conslderat lon of the record, the State Tax ConrnLsslon hereby

renders the followlng declslon.

ISSUES

I .

the sole

I I .

trade or

I I I .

busLness

lssue.

Whether the Notice of DefLelency was tssued wlthout any basls and for

purpose of extendlng the perl.od of llnltatlon on assessment.

Whether petLtloners have substantlated that they were engaged ln a

buslness durlng the year at lssue.

Whether petitioners have substantlated the character and amount of

expenses clalned as deductlons from gross lncome for the year at
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FINDINGS OF FACT

1. Pet l t ioners, John T. Doorley and Carole A. Doorley, f l led a jolnt  New

York State Income Tax Nonresident Return (wlth Clty of New York Nonresldent

Earnlngs Tax) for the year 1978. 0n sald return John T. Doorley reported hls

occupatlon to be "Communicatlons'r and Carole A. Doorley reported her occupatlon

to  be  t tSa les t t .

2 .  Pet l t loner  John T .  Door ley  repor ted  bus iness  lncome o f  $18,613.00 .  A

Federal Schedule C attached to the return reported the followlng income and

deduct lons:

Schedule C - Income From Buslness or Professlon - Conrmunlcatlons

Revenues - Instt tut tonal $25,083
- Visual l louse 1 ,200
-  M i s c .  I 7 5  $ 2 6 , 4 5 8

Expenses -

Paynents to Carole Doorley -
Secre tar laL  (8  /  I  /  78-L2  /  3 I  /  7  8 )

Promotion For Features
Stat lonery, Cassettes, Tapes
Accountlng
Newspapers, Magazlnes
Readlng Materlals & Books
Professlonal Development Expense
Meetlng Expense
Dues
Graphic Arts
Cultural Events Attendance

3 ,000*
1 ,  183

497
L25
298
376
691
629
180
264
602 7  ,845

NET INCOME 1 g , 6 1 3

* Reported as other income 1n Carole Doorleyts Schedule C

3. Attached to the return was a Wage and Tax Statement lssued to petitloner

John T. Doorley by Ster l lng Drug Inc.,  in New York Clty showlng $25,083.48 ln

"trr lages, t lpsr other compensat ion".  The legend'r lncluded ln Schedule C" wlth an

arrow polntlng to sald flgure was stamped on the statement.
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4. A Federal  Schedule C attached to the return

buslness lncome and deductlons clained by petltLoner

1 9 7 8 :

Schedule C - Income From Business or Professlon

Revenues - R. Merrel l  Asslgnment $1,272
-  Other  3 ,000

reported

Carole A.

the following

Doorley durlng

- Sales

$4 ,272

Expenses:

Professlonal Development Expense 250
Hospltal l ty 83
Del lvery ,  To l l s :  3 ,800 n l .  G L7g= 646

To l ls  26  672
Telephone 180
Postage 83
Meetlng Expense L,596
Art,  Art lsts,  Typesett lng 281
Newspapers, Magazlnes 294
Attendance - Drama Events for

Publlc Speaklng Styles 378
Real Estate Llcense Expense L02
Groomlng For Sales Meetlngs 250 4'169

NET INCOME 191

5. The record does not contaln any wage and tax statements lssued to

pet i t loner Carole A. Doorley. The Income of $3,000.00 reported as "other" l tas

purportedly pald to her by pet i t loner John T, Doorley for secretar lal  servlces

rendered.

5. Pet,ltloner John T. Doorley ftled an unlncorporat,ed buslness tax

return, whlch was subsequently amended, whereon he reported net profit of

$18'613.00. Sald anount was then redueed by a subtract lon for I 'FICA Wages

Included in Schedule C" of $25,083.00 yleldlng a net loss from buslness.

7. On petltlonerst 1978 personal income tax return they cLained lceulzed

deductlons. Ilowever, no miscelLaneous deductions were clained. Addttlonally'

no adjustments to lncome were clained by petltloners.
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8. Petltionersf tax return was selected for examlnation along wlth those

of approxlnately 100 other indlvlduals on the basls that sald returns had been

prepared by a partieular accountant. An lnvestlgatlon had dlsclosed that sald

accountant had conslstently prepared returns on whlch an lndlvldual wlth wage

or salary income shown on wage and tax statements had reported said lncome as

buslness recelpts on a Federal Schedule C. Departnent of Taxatlon and Flnance

audltors were dlrected to review the returns and to dlsaLLow clalmed buslness

expense deductlons Lf the taxpayer appeared to be an employee recetving wage or

salary lncome reported on wage and tax statements. Petltlonerst clalmed

Schedule C deductions nere dlsallowed on that basis.

9. On March 26, L982, the Audlt  Dlvls lon issued a Statement of Audtt

Changes to pet l t loners whereon t t  was stated, lnter al- la,  that:

"Deduct lon  o f  $7 ,845.00  and $4 ,169.00  are  d lsa l lowed as  no t
being ordlnary and necessary employee expenses."

0n sald statement additlonal New York State personal lncome tax

lvas computed based on corrected New York lncome determlned as follows:

Federal St,ate

Total
Add:

Total

Additlonal

a n d  $ 6 . 6 6

1 0 .  B a s e d

pet l t loners on

N e w  Y o r k  i n c o u e  r e p o r t e d  $ 2 0 , 3 1 1 . 0 0  I  $ 1 8 , 6 1 3 . 0 0  . ,
D i s a l l o w a n c e  1 2 , 0 1 4 . 0 0  

^  
1 2 , 0 1 4 . 0 0  

'

New York  Income cor rec ted  $32,325.00  $30,627.00

tax due was eomputed to be $1,170.47 fot New York State

for New York Clty.

on sald statenent,  a Not lce of Def lc lency was issued agalnst

Aprl l  14, L982, assert lng addlt lonal New York State personal

The $12,014.00 1s conprised of the total-  Schedule C buslness expenses clal .ned
by  Mr .  Door ley  o f  $7 ,845.00  and those c la lned by  Mrs .  Door ley  o f  $4 ,169.00 .
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l n c o u e  t a x  o f  $ 1 , 1 7 0 . 4 7 ,  p l u s  i n t e r e s t  o f  $ 3 3 7 . 6 6 ,  f o r  a  t o t a l  d u e  o f  $ 1 , 5 0 8 . 1 3

for 1978. The Audlt Dlvlslon inadvertently falled to lnclude ln sald notlce

pet i t ioners'  New York Clty l labl l t ty of  $6 .66 as was computed on the Statenent

of Audlt Changes.

11. For New York State purposes pet i t ioners reported total  buslness lncome

of  $18,613.00  wh l le  fo r  Federa l  purposes  they  repor ted  $18,716.00 .  The d l f fe rence

of $103.00 ts pet i t ioner Carole A. Doorleyts net prof l t  as reported on her

Schedule C. Since the reported total buslness lncome was not adjusted by the

Audlt  Dlvls ion to lncl-ude Mrs. Doorleyts net prof l t  of  $103.00, Lt ls presumed

chat Mrs. Doorleyrs reported buslness lncome and expenses wef,e not lneluded ln

their total New York buslness income reported on the basls that such lncone was

derlved from sources wlthout New York State.

12. Pet l t loners contend:

(a) that the notlce of deflciency was lssued on an arbltrary and

caprlc lous basls just pr lor to the explrat lon of the perlod of l ln l tat ion on

assessment, thus deprlvlng petitloners of the opportunLty to present substantlatlon

for the clalmed deductlons;

(b) that petltloners are part of a large group of taxpayers who were

selected for speclaL scrutlny because thelr returns had been prepared by the

same tax preparer; and

(c) that where petltloners do not have cancelled checks or other

receipts for certaln expenses, the Departoent of Taxatlon and Flnance should

al low pet i t loners a reasonable est lmate of such expenses,

13. Petitioners submltted documentary evldence whlch was lnsufflcient to

show that they were engaged in buslness durlng L978. Furthernore, they falled

to substantlate the lncome and expenses purportedly attrlbutable thereto.
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CONCLUSIONS OF LAW

A. That the notice of deflclency was properly lssued and was not arbttrary

or caprlclous. The return was patently erroneous and the Audit Divlslon was

just i f led in dlsal lowlng the Schedule C expensee of pet l t ioner John T. Doorley.

The Notlce of Deflclency was preceded by a Statement of Audlt Changes; thus,

Mr. Doorley hatl an opportunlty to flle an amended return claluing enployee

business expenses as adjustments on Federal Fonn 2L06, or as ltenlzed miscellaneous

deduct lons, but he dld not do so.

B. That the Audlt Division erred ln dlsalLowLng petltloner Carole A. Doorleyrs

clalned Schedule C expense deductlons sLnce her Schedule C lncome and deductlons

were attrLbutable to sources nlthout New York and were not claimed on her New

York State personal incone tax returrr  (see Flndlng of Fact ' r11",  supra).

C. That based on the abover petltlonersr totaL New York income and

Itmltation percentage are properly comput,ed as follows:

Federal State

Total New York lncome reported
Add: Disallowance

$20 ,311 .00
1  2 ,014  , 00

$32 ,325  ,00

$18 ,613 .00
7  , 845 .00

$26 ,458 .00

Lini tat lon Percentage:
2 6 , 4 5 8 . 0 0  =  8 1  . 8 5 2
32,325 .00

D. That the fact that pet l t lonerst return was selected for examlnat lon

because of certaln pract,Lces of thelr  accountant ls l r relevant.  Pet l t loners t

l labl l l ty depends solely on the facts adduced hereln.

E. That petltloners have not sustalned their burden of proof under

sectLon 689(e) of the Tax Law to show that they were engaged ln a trade or

business other than as employees. Thusr €xp€os€s clalned on thelr Schedule C

nay not be deducted under sect ion 62(I)  of  the Internal Revenue Code.
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F. That even lf petltloner John T. Doorley nay have been entLtled to

deduct certain employee buslness expenses under sect lons 62(2) or 63(f)  of  the

Internal Revenue Code lf he had flled form 2106, or had clained such expenses

as m{scellaneous deductions, he nevertheless faLled to sustaln hls burden of

proof under sect lon 689(e) of the Tax Law to substant late the character or '  ln

many cases, the amount of the clained buslness expenses.

G. That the petltion of John T. Doorley and Carole A. Doorley ls granted

to the extent provlded tn Concluslons of Law "B" and "C",.guPr,l; that the Audit

Dl-vlslon ls dlrected to nodlfy the Notlce of DeflcLency issued Aprll 14, L982

accordlngly;  and that,  except as so granted, said pet l t lon Ls ln al l  other

respects denied.

DATED: Albany, New York

JUL 0 11987
STATE TAX COMMISSION

PRESIDENT


