
STATE OF NEW YORK
STATE TAX COM},IISSION

In  the  Mat te r  o f  the  Pet i t ion

o f
CROSS-COUNTY JEWELERS, INC. and

GENE GORDON AI\TD MILTON GORDON
. INDIVIDUALI,Y AT\TD AS QFBICER.St  o r  a  Kec leEermlnaEron o I  a  ue l ] -c ] -ency  or
a  Rev is ion  o f  a  Determinat ion  or  a  Refund
of  Sa1es and Use
Taxes under  Ar t i c le  (s )  28  & 29  o f  the
Tax Law f or the:Wr{s}:<oc Period ft)
Auqust 1, 1970 throuqh November 30, L974.

StaLe  o f  New York
County of Albany

John Huhn ,  being duly sworn,  deposes and says that

dre is  an employee of  the Department  of  Taxat ion and Finance,  over  18 years of

age,  and that  on the 22nd day of  September ,1977 r  1See served the wi th in

Notice of Determination by 6cnxfrifiix*) mail upon Cross-County Jewelers,

AFFIDAVIT OF },IAILING

by  enc los ing  a

a s  f o l l o w s :

rnc' and Gene G?frH"S#*+kgd9o&%o$"tirioner in the wirhin proceeding,

true copy thereof in a securely sealed postpaid wrapper addressed
Cross-County Jewelers, Inc. &
cene Gordon & Milton Gordon, Individually

and as of f icers
21 MaIl Walk

and by deposirins Xgf,tJt€H8ro"EtwirI""th"+939S property addressed wrapper in a

(pos t  o f f i ce  o r  o f f i c ia l  depos i to ry )  under  the  exc lus ive  care  and cus tody  o f

the  Un i ted  Sta tes  Pos ta l  Serv ice  w i th in  the  Sta te  o f  New York .

That deponent further says that the said addressee is the (neryxeo*xbd{De

D*>tfrx) pet. i t ioner herein and that the address set forth on said r^trapper is the

last known address of the QceryxesenXxxfire)<88>{*E) petitioner.

Sworn

22nd,

be fo re  me  th i s

of September

E O

d a y

rA-3 (2/76)

,  1977 .



STATE OF NEW YORK
STATE TAX COMMISSION

In  the lv lat ter  of  the Pet i t ion

o f
CROSS-COUNTY .]EWELERS, INC. and

GENE GORDON AATD MILTON GORDON

. 5ilD,rXEP"u#'kY""+[B"ofr 9t$"ftE$"cy o r
a Rev is ion  o f  a  Determinat lon  or  a  Refund
of  Sa les  and Use
T a x e s  u n d e r  A r t i c l e ( s )  2 8  A  2 9  o f  t h e
Tax Law for theXtCrfAtfat<ElK Period(x)

L974 -

Sta te  o f  New York
County of  Albany

'fohn Huhn ,  be ing duly sworn,  deposes and says that

rhe is  an employee of  the Department  of  Taxat ion and Finance,  over  18 years of

aget  and that  on the 22nd day of  september ,  L977 ,  lhe served rhe wi th in

Notice of Determination by (rr€xf,ld$ed) mail upon George Mande1

( representa t ive  o f )  the  pe t i t ioner  in  the  w i th in  p roceed ing ,

true copy thereof in a securely sealed postpaid wrapper addressed
George Mandel,  CPA
Seidman & Seidman
One North Broadway
White Plains, New York 10601

and  by  depos i t i ng  same  enc losed  i n  a  pos tpa id  p rope r l y  add ressed  wrappe r  i n  a

(pos t  o f f i ce  o r  o f f i c i a l  depos i t o r y )  unde r  t he  exc lus i ve  ca re  and  cus tody  o f

t he  un i t ed  S ta tes  PosEa l  se rv i ce  w i t h in  t he  S ta te  o f  New yo rk .

That  deponent  fur ther  says that  the said addressee is  the ( representat ive

o f  t he )  pe t i t i one r  he re in  and  tha t  t he  add ress  se t  f o r t h  on  sa id  w rappe r  i s  t he

las t  known  add ress  o f  t he  ( rep resen ta t i ve  o f  t he )  pe t i t i one r .

AFFIDAVIT OF I"IAILING

by  enc los ing  a

a s  f o l l o w s :

Sworn  to  be fo re  me  th i s

22nd day of  September ,  19 7:7

rA-  3 (2 /7  6)



STATE OF NEIAI YORK
STATE TAX COMMISSION

In the lv lat ter of  the Pet i t ion

o f
CROSS-COI}N$f JEWELERS, INC. and

GENE GORDON AI{D MILTON GORDON
*INDIVIDUAILY AND AS OFJrcERS
t  or  a KedeEermlnaEron oI  a l je l lc tency or
a Revis ion of  a Determinat ion or  a Refund
o f  Sa les  and  Use
Taxes  unde r  A r t i c l e  ( s )  28  &  29  o f  t he
Tax Law for the >WIf<{gr:roo< Period $)
August 1, 1970 through November 30, L974.

Sta te  o f  New York
County of Albany

John Huhn ,  being duly sworn, deposes and says that

xhe is  an employee of  the Department  of  Taxat ion and Finance,  over  18 years of

age,  and that  on the 22nd day of  September ,  L977 r  l3he served the wi th in

Notice of Determination by 6c*:it$6i*O mail upon Kalmon V. Gal-Iop

( representat ive of )  the pet i t ioner  in  the wi th in proceeding,

by  enc los ing  a  t r ue  copy  the reo f  i n  a  secu re l y  sea led  pos tpa id  w rappe r  add ressed

as  fo l l ows :  Ka1mon  V .  Ga l l op ,  Esg .

L345 Avenue of the Americas
New York, New York 10019

and  by  depos i t i ng  same  enc losed  i n  a  pos tpa id  p rope r l y  add ressed  wrappe r  i n  a

(pos t  o f f i ce  o r  o f f i c i a l  depos i t o r y )  unde r  t he  exc lus i ve  ca re  and  cus tody  o f

t he  Un i ted  S ta tes  Pos ta l  Se rv i ce  w i t h in  t he  S ta te  o f  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 \^ / raPPer is  the

las t  known  add ress  o f  t he  ( rep resen ta t i ve  o f  t he )  pe t i t i one r .

Sworn to before me th is

22nd day of SePtember , 19'17.

AFFIDAVIT OF },IAILING

rA -3  (2 /76 )



J A M E S  H .  T U L L Y  J R . ,  P R E S I D E N T

M I L T O N  K O E R N E R

T H O M A S  H .  L Y N C H

STATE OF NEW YORK

STATE TAX COMMISSION
TAX APPEALS BUREAU

ALBANY, NEW YORK t2227

tilttffi.c 21, lt??

esflr.*mtl| dl*lrml tilG. &
effi. Oc{n 3 f,l,ltiln omr{hnn r'Mtvl,utlly

*d ar {lffftorr
t[ !$tt, srlh
Irdiffi. I|rr mfi lO?O*

Ortllar

Please take notice of the n8lH&nm$fg
of the State Tax Commission enclosed herewith.

You have now exhausted vour r ieht of  review at the administrat ive
level. Pursuant to section(s) tlSO & lll{g of the Tax Law, any
proceeding in court to review an adverse decision by the State Tax
Commission can only be inst i tuted under Art ic le 78 of the Civi l
Pract ice Laws and Rules, and must be commenced in the Supreme
Court of  the State of New York, Albany County, within {
from the date of this notice.

Inquir ies concerning the computat ion of tax due or refund al lowed in
accordance with this decision may be addressed to the Deputy
Commissioner and Counsel to the New York State Department of
Taxat ion and Finance, Albany, New York L2227. Said inquir ies wi l l  be
referred to the proper authority for reply.

Dl,r|ctnr
ex sfinrlr &nu

Petitioner's Representative

Taxing Bureauts Representat ive

TA-r . r2 (6/77)



STATE OF NEW YORK

STATE TAX COMMISSION

In fhe Matter of the pet i t ion :

o f :

CROSS-COUNTIT JEWELERS, INC. : DETERMTNATTON

and :

1 GENE GORDON AND MILTON GORDON :
TNDTVTDUALLY AND AS O}'FICERS

i
'  for Revision of a Determination or for :
i  Refund of Sa1es and Use Taxes under
. Art icles 28 and 29 of the Tax Law for :

the Period August 1, l97O through
November 30, L974 :

Pet i t ioner ,  Cross-County Jewelers,  Inc. ,  21 Mal l  Wa1k,  Yonkers,

New York LO7O4,  f i led a pet i t ion for  rev is ion of  a  determinat ion

or for refund of sales and use taxes under Art icles 28 and 29 of

the Tax Law for the period August I,  l97O thru November 30, L974

(F  i l e  No .  00655 .  )

A formal  hear ing was held before Solomon Sies,  Hear ing Of f icer ,

at the off ices of the State Tax Commission, I\do World Trade Center,

New York,  New York,  on October  2L,  L976 at  2- .45 P.M.  and cont inued

before Michael  A lexander ,  Hear ing Of f icer ,  a t  the of f ices of  the

State Tax Commission, lR^to World Trade Center, New York, New York,

on January 2I ,  L977 at  9 :45 A.M.  Pet i t ioner  appeared by George

Mandell,  CPA, and Kalmon V. Ga1lop, Esq. Ttre Sales Tax Bureau

appeared by Peter  Crot ty ,  Esg. ,  (Ar thur  R.  Rosen,  Esq. ,  o f  counsel .  )
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ISSUES

I .  Whether the Sales Tax Bureau correctly determined Lhe

percentage of mark-up uti l ized by petit ioner in the sale of mer-

chandi se.

II.  Whether the Sales Tax Bureau correctly determined the

percentage of  pet i t ioner 's  gross sa les which represented a g iven

mark-up.

III .  Whether the Sales Tax Bureau correctly determined the

amount of inventory shrinkage to be ded.ucted from the petit ioner's

purchases for the audit period.

FINDINGS OF FACT

I .  On JuLy 24, 1975, Ers the result of an audit,  the Sales

Tax Bureau issued a Notice of Determination and Demand for Payment

on Sales and Use Taxes Due against petit ioner, Cross-County Jewelers,

Inc., and Gene Gordon and Milton Gordon, individually and as off icers.

It  asserted on addit ional tax due based upon al leged unreported

taxable sa les of  $748,4O0.34.  f t re  addi t ional  tax due,  inc lud ing

pena l t y  and  i n te res t ,  t o ta l l ed  $71 ,  L6g .7O.

2.  Pet i t ioner  is  a  medium-sLze reta i l  jewel ry  s tore which

began business on January B, L954. Petit ioner employes a cert i f ied,

public accounting firm to conduct a monthly audit and to prepare

all  statements and tax returns. Petit ioner reports on the accrual

bas is  of  account ing.  f ts  books are ldept  on a ca lendar  year  bas is .
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3.  Pet i t ioner  mainta ins the fo l lowing books and records:

a. Cash receipt books

b. Cash Disbursements book

c. Purchase Journal

d. General Led,ger (year 1971 and L972 ledgers lost)

e .  ST-100 ' s  and  U .S .  Federa l  co rpo ra te  tax  re tu rns

f .  Sales and Purchase invoices

4.  Pet i t ioner 's  accountant  prepared sa les tax returns by

taking the three month gross sales f igures as per the books, (which

inc lude sa les tax) ,  and deduct ing the sa les tax f igures.  Tt re balance

is  repor ted as taxable sa les at  the s tatutory  rate.  Pet i t ioner 's

gross sa les per  i ts  books were in  substant ia l  agreement  wi th  Federa l

co rpo ra te  tax  re tu rns  and  ST-100 ' s  f i l ed .

5. The Sales Tax Bureau auditor in conducting the audit employed

a procedure whereby items sold by the petit ioner were divided into

two categor ies,  namely those i tems gel l inq for  less than $250.00,

and those i tems wi th  a cost  to  the pet i t ioner  of  $250.00 or  more.

range

audi t

6. I tems with a cost to the petit ioner approximately in the

of  $ f50.00 to  $250.00 would not  be taken in to account  by the

procedure uti l ized by the Sales Tax Bureau.

7. Petit ioner did not make available adequate records (as

merchandiserequired by section 1135 of the Tax law) on items of

wi th  a cost  to  the pet i t ioner  of  $250.00 or  more.
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B.  As agreed to by both par t ies,  pet i t ioner  had to ta l  purchases

dur ing  the  aud i t  pe r iod  o f  9L ,O94 ,625 .OO.

9. rnventory shrinkage vtas 7.5% of adjusted purchases computed

as  f o l l ows :

Adjustment  a l lowed by Sales Tax Bureau $ gf  ,4OO.O0 :z  q.ot
Gross purchases during audit period $1, o6&Edd 

- '  +J/o

10.  Pet i t ioner  had net  purchases for  the audi t  per iod of

$884 ,508 .00  de te rm ined  as  fo l l ows :

Tota l  purchases $r ,o94 ,625 .OO

inventory on hand at

beginning of  audi t  per iod 134,600.00

To ta l  i nven to ry  ava i l ab le  91 ,229 ,225 .OO

Adjusted purchases

7.5% shr inkage

Net purchases

I I .  f tems sel l ing for  less

pe t i t i one r ' s  g ross  sa les .

L2 .  f t ems  se l l i ng  fo r  l ess

of  69.36%.

Total inventory available

inventory on hand at end

of  audi t  per iod

Adjusted purchases

$L ,229 ,225 .OO

(273 ,  000 .00  )

$  956 ,225 .O0

$  956  , 225 .O0

(71 ,717 .00 )

$  884 ,  508 .  O0

than $250.00 accounted for  75% of

than $250.00 had an average mark-up
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13-  r tems wi th  a cost  to  pet i t ioner  of  more than g25o.oo

accoun ted  fo r  25% o f  pe t i t i one r ' s  g ross  sa les .

L4.  r tems wi th  a cost  to  pet i t ioner  of  more than g25o.oo

had an average mark-up of 74.9%.

15. Gene Gordon and Milton Gordon were responsible off icers

of  Cross-County Jewelers,  Inc.

CONCLUSIONS OF LAW

A- Tt rat  pet i t ioner ,  cross-county Jewelers,  rnc. ,  has fa i led

to disprove the f indings of the Sa1es Tax Bureau, as determined

in compl iance wi th  the tanguage and in tent  o f  sect ion 1138 (a)  o f

the Tax Law, that the average mark-up on items with a cost to

pe t i t i one r  o f  9250 .00  o r  more  h ras  74 .8%.

B. That the computation of the mark-up done by the Sales Tax

Bureau on i tems sold by the pet i t ioner  for  less than g25o.0o was

erroneous.  Beeause i t  was based upon the se l l ing pr ice of  the

item, i t  fai led to reflect the mark-up on items in the upper price

range of the category, and therefore gave undue emphasis to the

mark-up on items in the lower price range of the category. By

ut i l iz ing a representat ive sample of  a l l  i tems in  th is  category

which were sord during the period covered by the audit,  and by

applying thereto the same computational methods used by the Sates

Tax Bureau in computing the mark-up on items with a cost to the

pet i t ioner  of  $250.00 or  more,  pet i t ioner  has establ ished the average

mark-up on i tems sold by pet i t ioner  for  less than g25o.oo to  be

6e .36%
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c. Tlrat petit ioner has fai led to disprove the f indings of the

Sales Tax Bureau, as determined in compliance with the language and

intent of section 1138 (a) of the Tax Law, that the sale of i tems for

l ess  than  $250 .00  compr i sed  75% o f  pe t i t i one r ' s  g ross  sa les ,  and

that  the sa le of  i tems wi th  a cost  to  the pet i t ioner  of  $250.00 or

more  compr i sed  25% o f  pe t i t i one r ' s  g ross  sa1es .

D. TLrat petit ioner has fai led to disprove the f indings of the

Sales Tax Bureau, as determined in compliance with the language and

intent of section 1138 (a) of the Tax Law, that inventory shrinkage

d id  no t  exceed  7 .5% o f  pu rchases .

E.  T l ra t  the pet i t ion of  Cross-County Jewelers,  Inc. ,  is

granted to the extent that the mark-up to be applied to i tems sold

by pet i t ioner  for  less than $250.00 is  reduced to 69.36%; that  the

Sales Tax Bureau is hereby directed to accordingly modify the Notice

of Determination and Demand for tralmrent of Sales and Use Taxes Due

issued JuLy 24,  L975;  and,  that ,  except  as so granted,  the pet i t ion

is  in  a l l  o ther  respects  denied.

DATED: ALBANY, NEW YORK
Sep tember  22 ,  L977

COMMISSION



STATE OF NEW YORK
STATE TAX COMMISSION
TAX APPEALS BUREAU

ALBANY, NEW YORK 12227

iq$Srr l3r lt??

Crw;-Gm3lr tfnthrrr tris. &
ofio oc6 r iltltfr ooFcmr MluLdually

cnd rr Offf,srrr
ft tdall srllt
Imkrrrr lrlr tb8lr lo?o{

Ctntlfifiu

Please take notice of the Dfm8ilm|!:lf,
of the State Tax Commission enclosed herewith.

You have now exhausted vour r ieht of  review at the administrat ive
level. Pursuant to section(s) Il3S f 1tr4f of the Tax Law, any
proceeding in court to review an adverse decision by the State Tax
Commission can only be inst i tuted under Art ic le 78 of the Civi l
Pract ice Laws and Rules, and must be commenced in the Supreme
Court of the State of New York, Albany County, within { mthr
from the date of this notice.

lnquir ies concerning the computat ion of tax due or refund al lowed in
accordance with this decision may be addressed to the Deputy
Commissioner and Counsel to the New York State Department of
Taxat ion and Finance, Albany, New York L2227. Said inquir ies wi l l  be
referred to the proper authority for reply.

DlnaCor
,|[irr rgpalr hrnu

Petitioner's Representative

Taxing Bureau's Representative

qq\F-

J A M E S  H .  T U L L Y  J R . ,  P R E S I o E N T

M I L T O N  K O E R N E R

T H O M A S  H .  L Y N C H

TA-r . r2 (6/77)
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STATE OF NEl,ri YORK

STATE TAX COMIUISSIOIT

In  The l la t ter  o f  the Pet i t ion

o f

CROSS-COUI{T'Y JEWELERS, INC. . nTlrlrFlp:\{T]\TA rlrTn ;\i.  y u  4  u f  u ' l l t t { l  I  I v ! \

A L I U

cEidE GORIjOll AND llfl,Tolii cCRlOl\j
r}TDTVIDUALLY A} D AS oFFTCER-q

fo r  Rev i s ion  o f  a  De te rm ina t i on  o r  f o r
Refund of  Sales and Use Taxes under
Ar t ic les 28 and 29 of  the Tax Lar ,v  for
the Per iod August  1 ,  1970 through
\Tnr;cm-;r  r r  ? n L97 4J v  t

P e t i t e o n e r ,  C r o s s - C o u n t y  J e r v e l e r s ,  I n c . ,  2 1  I 4 a 1 1  W a l k ,  Y o n k e r s ,

i { e w  Y o r k  1 0 7 0 4 ,  f i l e d  a  p e t i t r o n  f o r  r e v i s i o n  c f  a  C e t e r m i n a t i o n

o r  f o r  r e f u n d  o f  s a l e s  a n d  u s e  t a x e s  u n d e r  A r t i c l e s  2 8  a n d  2 9  o f

t h e  T a x  L a i v  f o r  t h e  p e r i o d  A u g u s t  r ,  L 9 7 o  t h r u  N o v e m b e r  3 0 ,  i 9 7 4

( F i 1 e  N o .  0 0 r o 5 5 . )

A  f o r m a i  h e a r i n g  w a s  h e l d  b e f o r e  S o l o m o n  S i e s ,  h - e a r i n g i  O f f i c e r ,

a t  the  o f f i ces  o f  the  Sta te  Tax  Commiss ion ,  T lvo  i {o r ic l  T rade Center ,

N e w  Y o r k ,  , \ T e w  Y o r k ,  o n  O c t o b e r  2 L ,  L 9 7 6  a t  2 : 4 5  P . M .  a n d  c o n t i n u e d

b e f o r e  i r l i c h a e r  A l - e x a n d e r ,  H e a r i n g  o f f i c e r ,  d t  t h e  o f f i c e s  o f  t h e

Sta te  Tax  Cor : im iss ion ,  Two h?or ld  Trade Center ,  l lew York ,  New York ,

^ n  T a n : r r r r r  a 1  ,  L 9 7 7  a t  9  2 4 5  A . l ' 1 .  P e t i t j  ^ n F t s  : n n ^ > r o r l  l r r . z  G e n r c r a
J  " L t  

L J  t  t  J . - J  ! r . r ' I  .  I E g ! u l U f l s !  q P r v s q i g q  ! J  v g v l Y E

l 4ande l l ,  CPA,  and  Ka lnon  V .  Ga l l op ,  Esg .  T t i e  Sa les  Tax  Bureau

appea red  by  Fe te r  C ro t t y ,  Ese . ,  (A r t hu r  R .  Rosen ,  Esq . ,  o f  counse l .  )
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ISSUES

I.  Whether  the Sa1es Tax Bureau correct lv  d .eterrn ined the

percen tage  o f  mark -up  u t i l i zed  by  pe t i t i one r  i n  t he  sa le  c f  mer -

chandi  se .

f f .  Whether  the Sales Tax BureaLl  correct ly  determined the

? 1 6 r r r F l . 1 f - = r - r e  6 {  n ; : i i  { - i n n 6 , r , <  r r ^ ? :  a : ' l a a  u l h i n ? r  r a r , r a q a n ] - + r - l  : r  r - r - - i - i A ny u ! g L I l  9 q J E  V -  l v G u ! 9 I U J ! C !  D  e I U > -  J C t a = -  w r l r u . l  ! u u ! s p s l l U g L a  C  Y L : / = I !

mark-u,o.

f f l .  Whether  the Sales Tax Burean correct ly  determined the

amount  of  inr , 'entory s i r r inkage to be deducted f rom the pet i t ioner 's

n r r r n ' l r = c a c  F n r  i ' l r a  = r r d . i  { -  - o 1 . i g d ,e  I / '

FTNDINGS OF ! 'ACT

1 .  O n  J u l y  2 4 ,  L 9 7 5 ,  d S  t h e  r e s u l t  o f  a n  a u d i t ,  t h e  S a l e s

Tax Bureau issued a i \ot ice of Determinat ' i  on anC Demand f  or Parrment

o n  S a l e s  a n d  U s e  T a x e s  D u e  a g a i n s t  p e t i t i o n e r ,  C r o s s - C o u n t y  J e w e l e r s ,

' 7 - q a  
- * / l  r i ^ *! . r r . . ,  d i ru  sc r r€  Gord .on  and  i r l i l t on  Gc rdon ,  i nC iv rcua l l y  and  as  o f f r ce rs .

f t  asse r ted  on  aCd . i t i ona l  t ax  due  based  upon  a l l eged  un repor ted

! - ' - ^ 1 ^ 1 ^  ^ - 1 ^ -  ^ c  < ' 7 A a  / ^ ^  3 4 .  T t r e  a d d i t i o n a l  t a x  d u e ,  i n c l u d i n g rL q . J a q , j - i - i - g  3 C .  I g 5  l - ,  I  )  I  ' ! Q ,  i : u \ . , /  .

n c n a  l i r z  : : r r ' i  i n i a r a q { -  f n i a  I  i a r l  S ? l  1 . ^ A  1 n
* r r v l r v r e ,  

| J t L ,  L v t .  t v .

2 .  Pe t i t i one r  i s  a  rned ium-s t - ze  re ta i l  i e l ve l r l z  s to re  wh ich

began  bus iness  on  January  B ,  1954 .  Pe t i t i one r  emp lo ] , ' es  a  ce r t i f i ed

publ ic  account ing f i rm to conduct  a  month ly  audi t  and to  prepare

^  1  1  - r ^ ! ^ . - ^ * r q  a n d  t a x  r e , i - t : r n . q  P r - i - i  1 -  i  o n e r  r o n n r i - q  . r n  J - h a  : r - ' n r r r : ' l- - - . - - . . . - " . * s  and  tax  re tu rns .  Pe t i t i oae r  repo r t s  on  the  acc rua -

bas i s  o f  accoun t ing -  I t s  books  a re  kep t  on  a  ca le i l c l a r  yea r  bas i s .
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Pe t i t i one r  ma in ta ins  the  fo l l ow ing i bccks  and  reco rds :

a .  Cash  rece ip t  books

b -  Cash  D isbu rsemen ts  book

c.  Purchase Journal

d .  Genera l  Ledger  ( yea r  1971  and  L972 1  ^ ) * a - ^  
' l  

^  ^ J -  \
I S U Y E ! >  I \ J - t . /

! r . r  r a * . . r - r * ^
L O 5  ! g L U l - f l De .  ST -100 ' s  and  U -S .  FeCera l  co rpo ra te

f  .  Sales and Pu"rchase in- l 'c ices

4 .  Pe t i t i one r ' s  accoun tan t  p repa red  sa les  tax  re tu rns  by

tak ing  the  th ree  mon th  g ross  sa les  f i gu res  as  pe r  t he  books ,  (wh ich

. : - ^ 1 . . r ^  ^ ^ ' 1  ̂ - .  t a x ) .  a n d  d e , i , . ^ { - . . i - . ^  . r - ' r - ^  ̂ - f  ^ ^  r ^ , .  s . :  - - , . r e s .  T n n e  b a l a n c eI l r L - - L u u c  > c l  _ L v J  * , L r u q - :  L I J ] Y  L l I e  5 d .  I e >  L C 1 . 5 .  r J L \ - l  ' J _

i s  r epo r ted  a . s  t axab le  sa les  a t  t he  s ta tu to r y  r a te .  Pe t i t i one r ' s

^  ^ - 1 ^ ^y r u r -  D G ! s -  y € r  i t s  b o o k s  w e r e  i n  s u b s t a n t i a l  a g r e e m e n t  w i L h  F e d e r a l

t l o r n . r r a f e  t a x  r e t u r n s  a n d  S T - l O O ' s  f i l e d .

5 .  T h e  S a l e s  T a x  B u r e a u  a u d i t c r  i n  c o n d u c t i n g  t h e  a u d i t  e m p l o y e d

a  p roced ,u re  whereby  i t ems  so ld  by  the  pe t i t i one r ' \ , ve re  d i v ided  i n to

two  ca tego r i es ,  name ly  t hose  i t ems  se l l i ng  f o r  l ess  t han  $250 .00 ,

and  t hose  i t ems  w i t h  a  cos t  t o  t he  pe t i t i one r  o f  $250 .00  o r  mo re .

6.  I tems rv i th  a cost  to  tne pet i t ioner  approx imacely  in  the

range  o f  $ l -50 .00  to  $250 .00  wou ld  no t  be  taken  i n to  accoun t  by  the

aud . i t  p rocedure  u t i l i zed  by  the  Sa les  Tax  Bureau .

7  .  Pe t i t i one r  d id  no t  make  ava i l - ab le  adequa te  reco rds  (as

r a d r i . i r a A  l r : r  - e c t i O n  1 1 3 5  o f  t h e  T a X  I A . w )  O n  i t e m s  O f  m e r c h a n d . i s e

wi th  a  cos t  t o  t he  pe t i t i one r  o f  F250 .0C  o r  mo re .

3 .
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B .  As  ag reed  t o  by  bo th  pa r t i es ,  pec i t r one r  ha .d  t o ta l  pu rchases

du r i ng  t he  aud i t  pe r i od  o f  91 ,094 ,625 .OO.

9 .  I nven to ry  sh r inkage  was  7 .5% o f  a .d jus ted  pu rchases  compu ted

as  f o l l ows :

Ad jus tmen t  a l l owed  bv  Sa les  Tax  Bu : :eau  $  81 ,400 .0e  _ t  - \ . / -
Gross  pu rchases  Cur - i  ng  auC i t  pe r iod .  $ I ,  094 ,  625  .  0O 

-  '  +J  /o

10 .  Pe t i t i one r  had  ne t  pu rchases  fo r  t he  aud : r *  pe r iod  o i

A ^ ^  t

F 8 8 4 , 5 0 8 . 0 0  d e t e r m i n e d  a s  f o ' l  l o w s :

To ta l  pu rchases

inventory on hand at

beg inn ing  6 f  aud r t  pe r iod

Tota l  inventory ar , ra i l -ab le

Tota l  inr rentory avai lab le

inventory on hand at  end

o f  aud i t  pe r iod

Ad ;us ted  pu rchases

Ad jus ted  pu rchases

7  .5% sh r inkage

Net  pu rchases

t1 .  f t ems  se l l i ng  f o r  l ess  t han

n o t i  j - i n n 6 r ' c  _  ^ _ . 1  ^ ^y E s ! u t r v l l s !  J  y ! \ J D -  > c l J _ 8 5 .

L2 .  I t ems  se l l i ng  f o r  l ess  t han

o f  69 .36%.

$1 ,  094  , 625  .OO

134 600 .00

$I ,229  ,225  .  00

A .

I L , l z Y , z z 3 . u u

( 273_ ,  000 .  00  )

$  95  6 ,225  .  00

$  956 ,225 .00

(7 t , 717 .00 )

$  884 ,508 .00

$250 .00  accoun ted  f o r  75% o f

$25O.00  had  an  ave rage  mark -up
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13 -  r t ems  w i t h  a  cos t  t o  pe t i t i one r  o f  mo re  t i r an  $250 .c0

accoun ted  f o r  25% o f  pe t i t i one r ' s  g ross  sa1es .

L4 -  r t ems  w i t h  a  cosb  t o  pe t i t i one r  o f  mo re  t han  $250 .00

had  an  ave rag ie  mark -up  o f  74 .9%.

15'  Gene Gordon and lU- l ton Gord.on r , \ iere responsib le of f icers

o f  C ross -Coun ty  Jewe le r s ,  f nc .

l_QEg_i:_iEJo5!-!L*I,aw.

A -  Tnat  pet r t ioner ,  crc  ss-county Jer ,ve lers  ,  rnc .  ,  has f  a i ' r  ed

i ' o  d i  q , r - r r n r r a  { - h a  f  i n A i h ^ ^L v  q ! o r / ! \ r v s  L - j . f s  r l l l L r r l l g s  o f  t h e  s a l _ e s  T a x  B u r e a u ,  a s  d e t e r m i n e c

. i  ̂  ' 1 . :  - * ^ ^rn  compr rance  w i th  the  l anguage  and .  i n ten t  o f  sec t i cn  1138(a )  o f

the Tax Law,  that  the average mark-up on i tems wi th  a cost  to

pe t i f i one r  o f  g25O.OO o r  mo re  i r as  74 .g%-

B.  That  the computat ion of  the mark-up done by the sa les Tqx

Bureau  on  i t ems  so ld  by  the  pe t i t i one r  f o r  l ess  than  5250 .  OO i vas

e r roneou-s .  Because  i t  was  based  upon  the  se r i i ng  p r i ce  o f  t he

i  + ^ *  - i  |  € - ]  1r -Lem,  a r  ra r red  to  re f rec t  t he  mark -up  on  i t ems  in  the  upper  p r i ce

r> r ra ra  r :F  { - } r  al q r rys  v !  L r rs  ca tegory ,  E ,Frd  there fore  gave undue emphas is  to  the

mark-up  on  i tems in  the  lov . ,e r  p r ice  rang ie  o f  the  ca tegory- .  By

r r J - i  I  l z i n a  i  Yu u ! l r a r r a y  c L  r e p r e s e n t a t i v e  s a m p l e  o f  a l l  i t e m s  i n  t h i s  c a t e g o r v

wh ich  were  so ld  du r ing  the  pe r iod  cove rec l  by  the  aud i t ,  and  by

appl lz ing thereto the sane computat ional  method,s used by the Sales

Tax Bureau in  compur inE the mark-up on i tems wi th  a cost  to  the

n o i i  { - i n ' r , a r  ^ €v E L r L - L L r . r r E !  ( J !  $ 2 5 0 . 0 0  o r  m o r e ,  p e t i t i o n e r  h a s  e s t a b l i s h e d  t h e  a v e r a g e

m a r ] r - r r n  ^ h  i  +" ! q ! ^ -qv  v r r  - ru€ I1 l s  so ld  by  pe t i t i one r  f o r  l ess  than  $250 ,00  to  be

69 .36%
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C .  T h a t  p e t i t i o n e r  h a s  f a i l e d  t o  d i s p r o r z e  t h e  f i - n d i n g s  r : r  t h e

S a l e s  T a x  B u r e a u ,  d s  d e t e r m i n e d  i n  c c m p l i a n c e  w i t h  t h e  l a n g u a g e  a n d

i n t e n t  o f  s e c t i o n  1 1 3 8  ( a )  o f  t h e  T a x  L a l v ,  t h a t  t h e  s a l - e  o f  i t e m s  f o r

' l  
a c <  l - ? r : n  S ? q n  n n  n n m n r i  q a r ]  ' 7 - - c L  n F  n a + . i  f  i  n n 6 r r  q  a r r ^ q ^  - - . ' l  a c  = q A

1 - - J v . U v  \ - \ J I t t P ! - ! - 5 c q  t J / o  v L  } J e u ! L - L ( J l i s !  J  Y ! U D J  5 < 1 ,  I c - ,  c - f u

t ha t  t he  sa le  o r  i t ems  w i th  a  cos t  t o  t he  pe t i t i one r  o f  $250 .00  o r

more  compr i sed  25 iL  o f  pe t i t i one r ' s  g ross  sa les .

D .  Tha t  pe t i t i one r  has  fa i l ed  to  d i sp ro r , ' e  t he  f i . no ings  o f  t he

Sa les  Tax  Bureau ,  dS  de te rm ined  1n  comp l iance  w i th  the r  l anguage  and

intent  o f  sect ion 1133 (a)  o f  the Tax Lar ,v ,  tha-u inventory shr inkage

d id  no t  exceed  7 .5% o f  pu rchases .

E .  Tha t  t he  pe t i t i on  o f  C ross -Coun ty  Jewe le rs ,  J -nc . ,  i s

c r r a n j -  e r l  f  n  . | - h ^  a v + - a n * -  f h = l -  ' F ' n a  m : r 1 z - r : n  t n  l r e  a n n l  i  e d  t O  i t g m s  S O l d
Y  r  q r r  u E u  u u  L r r s  9 4  u E l r  L  L l r a  L  L I I 9  l t t a ! l - u P  L U  p c  q l - y r ! s v

l - t r  n n { - . i } . i ^ - a r  f o r  I e s s  t h a n  $ 2 5 C . 0 0  i s  r e d u c e d  t o  6 9 . 3 , 6 % ;  t h a t  t h ep  Y  l J s  L - L  L r L i l r , E !

Sales Tax Bureau is  hereby d i rected to  accord ingly  moiL i fy  the \Tot ice

of  Determinat ion and Demand for  Pavment  o i  Sales and i lse Taxes Due

i  ssued  Ju l y  24 ,  1975 ;  and ,  t ha t ,  excep t  as  so  g ran ted ,  t he  pe t i t i on

i s  i n  a l l  o t he r  r espec t s  den ied .

DATED: ALBAI{Y, NEW YORK
i e n f e m ' n e r  ? 2  L 9 7 lu r y s  L  a L  t

ATE TAX COtllr'vIISSfON
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