
STATE OF NBW YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

Schechter ' s  Cred i t  Jewelers ,  Inc .

for Redeterminat ion of a Def ic iency or a Revision

of a Determinat ion or a Refund of

Sa les  & Use Tax

under Art ic le 28

for the Period 3
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exclusive care and custody of the

of New York.

addressee is
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29
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Tax Law
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State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the Department of Taxat ion and Finance, over 18 years of age, and that on the

14th day of December, 1979, he served the within not ice of Determinat ion by mai l

upon Schechter ' s  Cred i t  Jewelers ,  Inc . ,  the  pe t i t ioner  in  the  w i th in  p roceed ing ,

by enclosing a true copy thereof in a securely sealed postpaid wrapper addressed

as fo l lows:

Schechter ts  Credi t  Jewelers,  fnc.
69 Graham Ave.
Brooklyn, NY L2206

and by deposit ing same enclosed in a postpaid
(post off ice or off icial depository) under the

United States Postal Service within the State

That deponent further says that the said the pet i t ioner herei-n

of theand that.  the address set forth on said wrap known address

pet i t ioner .

Sworn to before me this

14 th  day  o f  December ,  1979.

of the
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STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the pet i t ion

o f

Schechter ' s  Cred i t  Jewelers ,  Inc .

for Redeterminat ion of a Def ic iency or a Revision

of a Determinat ion or a Refund of

Sales & Use Tax

under Art ic le 28 & 29 of the Tax law
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AFFIDAVIT OF MAIIING

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an enployee

of the Department of Taxat ion and Finance, over 18 years of age, and that on the

14th day of December, 1979, he served the within not ice of Determinat ion by mai l

upon Hyrnan Rappaport the representative of the petitioner in the within

proceeding, by enclosing a true copy thereof in a securely sealed postpaid

wrapper  addressed as  fo l lows:

Mr. Hyman Rappaport
663 Fifth Ave.
New York,  NY IA022

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post off ice or off icial depository) 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 representat ive of

forth on said vrrapper is the last.the pet i t ioner herein and that the address set

known address of the representat ive of the i t ioner .

Sworn to before me this

14 th  day  o f  December ,  1979.



STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

December 14, 1919

Schechter rs  Cred i t  Jewelers ,  Inc .
69 Graham Ave.
Brooklyn, NY 12206

Gentlemen:

Please take not ice of the Deterninat ion of the State Tax Commission enclosed
herewith.

You have now exhausted your right of review at the administrative level.
Pursuant to sect ion(s) 1138 & 1243 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 4 months
from the date of this not ice.

Inquiries concerning the computation of tax due or refund allowed in
accordance w i th  th is  dec is ion  may be  addressed to :

NYS Dept .  Taxat ion  and F inance
Deputy  Commiss ioner  and Counse l
A lbany ,  New York  12227
Phone # (518) 457-6240

Very truly yours,

STATE TAX COMI'TISSION

Peti t ioner '  s Representat ive
Hyman Rappaport
663 Fif th Ave.
New York, NY 70022
Taxing Bureau's Representat ive



STATE OF NEW YORK

STATE TA)( COMMISSION

In the l4atter of tLre Application

of

SCIIECHIERTS CRDIT JEltr{H.iER^S, INC.

for Revision of a Determination or for
Refr.nd of Sales and, Use To<es rmder
Arti-cles 28 and 29 of ttre Tax Law for the
Period Iularch 1, 1970 through Febn:ar1 28,
L973.

DHIERMINATIOD{

Applicant, Schechter's Credit Jeraelers, Inc., 69 C,raham Avenue, Brook1lm,

Nerar York I2206t filed an application for revision of a deterrnina'bion or for

refi:nd of sales ard use taxes under Articles 28 ard 29 of the Ta:< I"avs for the

period March 1, 1970 through Febrrraqr 2Bt L973 (File Ib. 11486).

A small claims hearing was held before Robert F. l&rlIigan, Hearing

Officer, at the offices of tkre State Ta>< @mnission, T!rc lllrrld TYade Center,

New York, Ner,,r York on February B, 1978 at 9:15 a.M. Applicant appeared b1z

Hltnan Rappaport, CFA. Thre Audit Division appeared hlr Peter Crotty, Esq.

(Sanuel Freund., Esq., of rcr.rrsel) .

ISSUES

I. l'lhettrer deductions taken by applicant for bad debts on installnent

sales were properly disallowed by ttre Sales Ta< Bureau.

II. lVhethrer the Sales Ta>( Bureauts disallchrance of certain sales which

applicant claimed were nontaxabLe was proper.

FTNpTNGS OF g\gr

1. Dring the period at issue, applicant, Schechter's Credit Jev,relers, Inc.,

operated a retail jenelry, furniture and appliance store in erookl1m, NehT York.

It sold goods on botla thre cash basis arrd on ttre installrrent basis.
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2. Applicant filed Nerr York State and 1ocal sales ard use tax returns

for ttre period l4arch 1, 1970 tlrough Febnraqr 28, 1973, reporting gross sales

of $11576,507.00, taxable sales of $115331189.00, ard ta< renritted thereon of

$101,4L0.42.

3. A field audit of applicant's books ard records for this period

disclosed that in one qtr;rrter of each year during tlre audit period, atrplicarrt

had deducted bad debts frccn sales which it reported on tte sales tax returns.

The auititor disallovsed srrch dedrrctions on the grrounds tlrat applicant was on an

instal-lnent basis for collections and r,'rculd receive a dot^rn pa$nent, which

would rnore than cover the sales tax charged on each transactj-on. lltre total

bad debts disallor,,red for the audit period were 9771004.69.

l4cr@ver, a test of nontaxable sales was made for the Warter Decanber 1,

1972 through Februarlz 28, 1973, which disclosed that applicant could not

substarrtiate tr,m nontaxable sales which anrcr:nted to $12.67, out of total

nontaxable sales clajned for tlre guarter of $4r 524.00. The ar:ditor ca1culated

a percentage of disallor,sance of .0028 ard applied sanre to rpntaxable sales

claimed for the audit period. Ttris anpunted to disallq,yed nontaxable sales of

$121.30 for the audit period.

The atrdit also verified that applicant was on an accl:rta1 basis of

reporting sales, alttrough on an instalfurent basis for sales crcllections.

On October 31, 1973 as ttre result of an audit, the Sales Tax Bureau

issued a }btice of Determination and Dernard for pavnent of Sales ard Use Til(es

Due for $5,197.17, plus penalty and interest.

4. At a lnst-assessnent conference on May IAt 1974, applicant sr:bmitted

its ledger cards for its fiscal year July I, 1972 through Jr:ne 30, 1973. The

cards disclosed ttrat 9.1 percent of installment, sales were rpt folloured by

palznents frcrn custoners. Ihis figure was applied to ttre entjre audit period

ard the assesgnent was reduced by 9.1 percent, from g5,rg7.I7 ts g4,724.22,

plus pernlty and interest.
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5, Applicarrt's practice was to writeoff bad debts once each year' at

tte close of the fiscal year. Applicant r^,ou1d do so only where tltere had been

no pa)rrrent for five nurntlrs prior to the urrite-off.

6. In addition to the sales which were not follooed b1' palznents f:sn

custoners, applicant conterded that many of ttre bad debt accounts invoLved

additional sales ("add-ons"), where a custoner rnould purchase an additional

item on credit before conpleting p4lzment of the balance due on ttre fjrst itsn.

Applicant claimed that even if palznents were nrade by a custoner after the

additional- itern had been purchased, trnyrents received after tLre secord sale

should be attriJcuted only to ttre first sale, until thre fi-rst itsn had been

paid for in full. Bad debts arisi-:ng out of "add-r.n" sales vfiere no trnlznents

were made anpr:nted to $9r8O9.23 for tlre fiscal year endjng June 30' 1973.

Total bad debts for ttre sane fiscal year anyrnted to $37,498.26.

7. The Sales Ta< Br:reau rnajntained thrat during the period at issue tlre

fjrst monies received by a vendor mr:st first be a6plied to tlre sales tax due

on t]:e sal-e.

CONCLUSIONS OF I,A9{

A. Ihat ttre applicant is entitled to a tax credit or refund for sales

taces paid in full on installnrerrt sales where tlre purclraser defaults in palznerrt

ard tlre anount becornes uncollectible (.ltlcraham a Straus v. fully, 47 N.Y.2d 207\.

B. That even ttough the percentage of disallorr,red rpntaxable sales was

quite srna11, applicant did not offer docr.rrentarlz or other satisfactory evidence

to shcw that t-}.e disallorance of suctr sales was inproper; accordjngly, thre

additional- tax based on the disallorr.red rpntaxable sales of $121.30 is sustained.
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C. That ttre application of Schechterrs Credit Jer'relers, Inc. is granted

to the octerrt. irdicated in @nclusion of Taw rrArr; ttrat, ttre Audit Division is

herekryz directed to accordingly nrrdify the l,ilctice of Deterrnination ard Denrancl

for Palznent of Sales ard Use Ta.es Due issued October 3L, L973i and that,

o(cept as so granted, the applicatlon is in all ottrer respects denied.

DMED: Albarry, New York

DEc I 41979


