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TO: Commissioners Murphy, Palestin & ¥acduff

FROM: Solomon Sies, Hearing Officer
SUBJECT: LFCN KATZ

1954 assessment No, B-6LEEE2
1955 Assessment No, B-648E8
1956 Assessment No, B.6LES

Article 16-4

A hearing with reference to the sbove mgiter was held before
me at 80 Centre Street, New York, K.Y, on May 29, 1964, The appear-
anees and the evidence produced were as shown in the stenocgraphie
rinutes and the exhibits subtmitted herewith,

The issue involved herein is whether certain income received
by the texpayer from Research Construetion Corporation during the
years in question and reported as salary inecome constituted receipts
derived fror an unincorporated business in accordance with Section
386, Article 16-A of the Tex Law.

During the years 195k, 1955 end 195 end prior thereto the
taypaver wes engaged in business es a real estate broker at 125 Fast
170th Street, Bronx, N.Y. The taxpayer filed uningcorporated business
tax returns for the afcrementioned yesrs, His net inecome, however,
during the said years was less than $5,000,00 so that he was not re-
quired to pay unincorporated business {ax on sald incone,

The texpayer tectified that Research Construetion Corporation
was a corporation crganized under the laws of New Jersey snd engaged
in the construetion of one-family houses in Teaneeck, New Jersey. The
taxpayer cuned 30% of the shares of stock in this corporation snd was
vice-president, le testified that he spent half (}) days cheelting
the work as it progressed five days a week and full days Saturdays
and Bundays supervisin% and cheeking the work as it progressed and
also supervised the selling of the houses on weekendsj that he vas
paid a salery of §150,00 per week (Minutee of Hearing, pp. 15 and
16). The sforementioned corporation withheld Federal inecome and
social security taxes from the compensation paid to the taxpayer,

The taxpayer further testified that the statement on his return that
he was a real estate brcker for this corporation was an erroy (Minutes
of Hearing, 10/16/6%, page 17).

I s of the opinion that the income received by the taxpayer
from Research Construection Corporation constituted salary inecomes
thot the taxpayer was in fact an employee of said firm and not an
independent contractor carrying cn or engaged in gn wnincorporated
business in accordance with Section 386, Article 16.A of the Tax Lav,
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» TOs Cormissicners lMurphy, Palestin & Macduff Page 2
EEs LECN RATZ
For the reascns stated abev«l I recominend that the
n

determination of the Tex Commission this matter be substantially
in the form submitted herewith,

“Fearing Ciiicer n
/s/ MARTIN SCHAPIRC
Avproved
/s/ E. H. BEST

Approved
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Lecn ¥atg, the taxpayer herein, raving file¢ spplicstions
for revigicn or refund ¢f uninccrporsted htusiness tames under Artiele
16«4 of the Tax lew for tie ‘eprs 1954, 1959 and 1056, and e hearing
raving been Feld in conneetion therewith gt the cffiece of the itate
Tax Comrirszion, FO Centre HStreet, New York, H.Y. on the 29th day cf
May, 196k, tefore tclomen Sles, Fesring C(fficer of the Derertzent
of Texaticr and Finenee, at which hearing the toypaver appeared per-
sonslly and wes rerreserted by the acccunting fire of Joseph 8.
Herbert & Co., CPA, Yopire State Fullding, Few York, N.Y,, testizony
raving been takem and the record raving been duly edarined and
ecngidered,

The 5State Tay Compission hevedy [inde:

(1) That the taxpayer filed personal income tex returns for
the years 1954, 16%% and 1956, ¢n whichk be reported covpensstion
rece‘vod from Researer Construction Corporaticn se real estate broker
in the surs of §4,150,00, §7,800,00 snd §7,800.,00, respectively; thet
for 1%, the tarpeyer reported cn .chedvle £ that he vee engaged in
tusiness o8 & real sstate Droker taintaining sn office st 129 Yast
170tk treet, Fronw, H.¥Y, snd that his groes income fro: safd busie
ness emcunted te $12,301,27; trat the toxrsyer filed an unincorporsted
business tay return for ssid vear setting forth net income in the sus
of §£3,400,66 but patd no unincerporated btusiness tey sinee the exemption
cf £5,000,00 exgpodedids net income; that for 1955 the texpaver repoerted
on Sehwdule A groess inecme fyom tusiness g real estste broker in the
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rum of £5,0°7,0k; that for 1956, the tuypayer reported on Sehedule
4 net inccre frow businese as real estote breker in the sum of
$h,03h,325 thet on sugvet 18, 1955, the Depeartment ¢f Taxation end
Finaliee nede adgitional essessrents sgeinst the toxpeyver for the
yoars 1954, 1655 pnd 1956 (issesstent YMos, RaGLEPED, BuSWERRI, Be
OMEEEN, respeetively) helding that the Incone received by tle toxe
peyer from Pesesrch Construetion Corperation for sseh cf the years
195L, 165% grd 19%6 wos subject t¢ unineorporsted business tax in
acccrdanee with Article 16.3 of the Tex lev,

(2) Trat during the yeers 105k, 107€ and 1056, the taxpayer
wes srployed Ly Pesenreh (onstruction Corperstion, s corperation
orgeniged under the lpows ©f Hew Jorsey, to supervise the comstrue.
ticn of & group of cne-family bouses in Teaneck, New Jerseyj that
the taxpayer worked s half (3) day five days o veek and full days
on Caturday ana’ﬁunﬂay; that the texpaver received g weeily nalsry
of £150.00 from seld corperstion; that the sfcrementioned corporsticm
withheld Federal ineome and rcctal security tazes from the coupenssw
tion pelé to tre toxpayer,

Bagsed upon the forepoing findings end all of the evidence
presented teyefn, thre Itate Tny Comriseion hereby
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(2) T?at the inerre recorted by the toxpaver in Iter 10 of
s personal incene toy returns for the vears 19%, 129% and 19%6
wee sclary inecee ecerned by tre tarynever pe an sourlevee and 614 not
eenstitute reeeipts from an am&ne&r@eratad neinees,

(B) Trat, accordinzly, the o !tions] unincorporsted business
tezes assessed under irtiele 16z of the Tax iaw for the years 19%h,
105€ gand 1956 (Assescment Nop, PefSLEPER, BatLEPRY, BeSLEPFL, 4n the
sums of §102,11, (92,48 and {22%9.37, respectively) were net due and
were net lawfully demanded ané trat the afereventioned sssesspents

te pld the sace are Yereby esneelled in fu'l,



A¥D IT 18 o0 CRDYRTD,
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ST 297 TAX COMMYSEICH

/s/ JCGSEPH H. MURPHY

T Cooeissioner




