
STATE OF NEW YORK
STATE TAX COM},IISSION

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

o f

CoNTRACTORS SALES CO., rNC.

For  a  Redeterminat ion  o f  a  Def ic iency  or
a Revision of a Determinat ion 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 the enfr(eFoo<Period(*1
End ing  May 31 ,  1974.

Sta te  o f  New York
County of Albany

AFFIDAVIT OF I.,IAILING

John Huhn ,  be ing 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 l3 th day of  December ,  19 77,  the served the wi th in

Notice of Determination by (xcxb*i*ixd| mail upon Contractors Sa1es Co.,

I nc . (regxxeoe3ttso<xf) the petitioner in the within 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

a s  f o l l o w s : Cont rac to rs  Sa les  Co . ,  I nc .
Karner Road
Albany, New York 12205

and by  depos i t ing  same enc losed in  a  pos tpa id  p roper ly  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 Qrutst€gexlieqr$Cts

dftr*E) pet i t ioner herein and that the address set forth on said r^rrapper is the

last known address of the (ueXxeOs*xldmxaft>Chx) peEitioner.

Sworn

I3rh

be fo re  me  th i sto

d a y

rA-  3 (217 6)

f December 1977 .



STATE OF NEW YORK
STATE TAX COMMISSION

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

o f

CoNTRACTORS SALES CO., INC.
For  a  Redeterminat ion  o f  a  Def ic iency  or
a Revision of a Determinat ion or a Refund
o f  S a l e s  a n d  U s e
Taxes under  Ar t i c le  (s )  28  & 29  o f  the
Tax Law for the XISXX(eF<oo<Period(x)
End ins  May 31 ,  1974.

AFFIDAVIT OF MAILING

Sta te  o f  New York
County of AlbanY

John Huhn ,  be ing duly sworn,  deposes and says that

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

age,  and tha t  on  the  l3 thday  o f  December  ,  L977,  t f ie  served the  w i th in

Notice of Determination by (xmiDtrxd) mail upon Daniel Ertel, CPA

( representat ive of )  the pet i t ioner  in  the i " r i 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 :  Dan ie l  E r te l ,  CPA

263  S ta te  S t ree t ,  Box  10B l
Schenectady, New York 12301

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

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

o f  Lhe )  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 .

Sworn

13rh

be fo re  me  th i s

of  December

E O

d a y

rA-  3 (2 /7  6)

,  L977 .



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

STATE OF NEW YORK

STATE TAX COMMISSION
TAX APPEALS BUREAU

ALBANY, NEW YORK t2227

Drc$rr ltr 1t??

Gilrtnctom Trl.af, Go. r tnG.
Iirllffi lor{
tllrry,, It ffi, m$g

Cmtlmr

Please take notice of the F|!trruUnf,frtil
of the State Tax Commission enclosed herewith.

You have now exhausted your r ight of  review at the administrat ive
level.  Pursuant to sect ion(s) l l t !  f  l | l t  of  the Tax Law, any
proceeding in court  to review an adverse decision by the State Tax
Commission can only be instituted under Article 78 of the Civil
Pract ice Laws and Rules, and must be commenced in the Supreme
Court of the State of New York, Albany County, within { fnth:
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.

Sincerely,

Pet i t ioner 's Representat ive

Taxing Bureau's Representat ive

TA-r .12  (6 /77)



STATE OF NEW YORK

STATE TAX COMMISSION

In  the Mat ter  of  the Appl icat ion

o f

CONTRACTORS SALES CO., INC.

for  Revis ion of  a Determinat ion or  for
Refund of Sales and Use Taxes under

-  a OArticles 26 and 29 of the Tax Law for
the Per iod Ending l {ay j I ,  19- /4.

1.  On December  20 ,  1974,  the  Sa les

Determination and Demand for Payment of

app l i can t ,  Cont rac tors  Sa les  Co. ,  Inc . ,

and interest.  This amount was based on

New York State sales tax return for the

DETERM]NAT]ON

Appl ican t ,  Cont rac tors  Sa les  Co. ,  Inc . ,  Karner  Road,  A lbany ,  New

'Vork 
12?-O5, f i led an appl icat ion for revision of a deterrninat ion or for

refund of sales and use taxes under Art ic les 28 and 2) of the lax Law for

the period ending May j1,  1974 ( l ' i te i ' lo.  11121).

A small claims hearing was held before Joseph Chyrywaty, Hearing

Of f i cer ,  a t  the  o f f i ces  o f  the  Sta te  Tax  Commiss ion ,  Bu i ld ing#9,  S ta te

Campus,  A lbany ,  New York  on  August  16 ,  1977 a t  9 :15  A.M.  App l ican t

appeared by Daniel Ertel, CPA. The Sales Tax Bureau appeared by Peter

Cro t ty ,  Esq.  (James Mor r is ,  Esq. ,  o f  counse l ) .

lSSUE

! ' /he ther  app l i can t ,  Cont rac tors  Sa les  Co. ,  Inc . ,  i s  en t i t led  to  a

credit for sales tax paid on the balance of a debt ascertained to be un-

co l lec t ib le .

FIND]NGS OF FACT

Tax Bureau issued a Not ice of

Sales and Use Taxes Due against

in  the amount  of  $1 ,697.03,  p lus

a credit which applicant clairned

per iod ending MaY J1, ,  197+.

penalty

on his



- 2 -

2. On June 16, 1971, appl icant sold equipment to one of i ts customers

n  f r - ^  - O ^  ^ ^  -  - -  / ^ ^  - ^for $5' l ,5UO.OO, plus appl icable sal-es tax of f i3,629.5o. This amount was

nrnnpz" ' l r r  ramii faf l .  Sometime in January of 1)f4,  the customer defaulted on

h i  c  n q r r m a n * c  r r r l  l - h a  a ^ r r i  n n a n i  ' " r
" ,as repossessed in the amount  of  $25,94o32,

which was the balance due at that t ime. Anplicant determi-ned that of the

l r : ' lencp drre ,a sum of  $24,243.2!  was the actual -  cost  of  the equipment  andu 4 v t  s  u

f i1,697.O3 (the amount in quest ion) was uncol lected sales tax. Appl icant then

resold the equipment at a pr ice greater than the repossessed balance due and

col- lected sales tax on the totaf sel l - ing pr ice.

3. On the sales tax return for the period. ending May j1,  1974, the

applicant reported the second sale of the equipment as a taxable sale and

claimed a credit  for the sales tax calculated to be uncol lected from the f i rst

transact ion.

4. The Sales Tax Bureau denied the credi-t on the grounds that payments

received on the f i rst  sale of the eouipment were in excess of the sales tax due.

5. Appl icant contended that credit  should not be denied in this case so1e1y

on the grounds that Regulat ion 20 NYCRR 525.5(c) went into effect on December 1,

1974. It was argued by applicant that prior to the promulgation of the above-

mentioned regulat ion, there was no wri t ten pol icy of the Sales Tax Bureau with

reference to the treatrnent of bad debts and, therefore, the new regulat ion should

be appl ied retroact ively.

CONCLUSIONS OF ],AW

A. That pursuant to sect ion 182(e) of the Tax Law, the State Tax

Commission may provide, by regulat ion, for the exclusion of anounts represent ing

sales from taxable receipts, ,  where the receipt has been ascertained to be uncol-

l o n { - i h l o  ^ n  i n  C a S e  t h e  t a X  h a S  h o a n  n = i d  n n  s r r n h  r p r : e i n t .  f o r  r e f U n d  O f  O f  C f e d i tv v v r r  l q r u  v r f  u 4 v f r  f  v v v r l /  v  t

f n r  t h e  j : a x  s o  n a i d .
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B. That pr ior to December 1,,  1974, the appl icable regulat ion was the

former 20 NYCRR 525.5G), promulgated on January 31,, 1967 and retroactively

effect ive to June ' i ,  1966. I t  provided that where a receipt was uncol lect ible '

the vendor,  af ter complying with certain procedures, could exclude such receipt

from his return or where the tax was previously paid and reported in a return,

he coul-d apply for refund. of or credit for the tax paid. This regulation'

however,  did not al low refunds of or credits for part ial  bad debts, where the

amount col lected on a part icul-ar sale exceeded the sales tax due.

C. That by a subsequent regulat ion promulgated November 18, 1974

and effect ive December 1 ,  1974, the bad debt provisions of the aforenent ioned

regulat ion were amended and superceded by 20 NYCRR 525.5(c) which provided

for a proport ionate refund or credit  in the event of a part ial-  bad debt.

This new regulat ion appl ies to al l  sales on or after December 1, 1! /4 and was

not  in tended to  be  re t roac t ive .

D. That since the appl icant received payments for the equipment

sold in the f i rst  t ransact ion in excess of the sales tax due from the sa1e,

and the bal-ance due was ascertained to be uncol lect ible,  the f i rst  monies

recei-ved on such sale are to be appt ied to sales tax and no credit  for part ial

bad debts is a11owed, in accordance with sect ion 182(e) of the Tax Law

and 20 NYCRR 525.5(e).
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E. The appl icat ion of  Contractors Sales Co. ,  Inc.  is  denied and

the Notice of Determination and Demand for Payrnent of Sales and Use Taxes

Due  i ssued  December  20 ,  1 )14  i s  sus ta ined .

DATED: Albany, New York

D e c e m b e r  1 3 ,  L 9 7 7

STATE TAX COMMISSION

\

\i\uLt^" \L*'*
CO}4}4ISSIONER

"-- ' / r , t : ' t / ,


