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SUBJECT: rlaok Shapinor applientLon forr ntvLalon on
r.fund of an acactaxltrt of pcreronrl lncom
and unLneonporratrd buclncsa taxea for thl
yrart l8gtf a$d 1966

A heani.ng wlth rofsronao to the abovc trrttt.r saa hcld
bofornc nc et 80-Ccntrc $tmrtl Ncr Yonkp !{. Y.r on O@toba!'!1r
1963. l"ha apprarrnees and thr cvldonco produecd wcF. rt ihfitn
in the rtenokraphte xrinutre and cxlr{bltr- subnl,ttrd hcrrrlth.

Tlrarc ara tnto ieaurs involvcd hcrcl.nt (1) rhthrr thr
taxluyer ir rxcnpt firorn thc Lrnpoci.tl.on of rmlnospporrtid buri'nrlr
tax-on thc gnound that ho is angagad ln a rcoognllrd pnofrlrlon
Ln reeordanec wlth seeti.on tS6 of-ttrc Tax lrwl and (l) rhrthrn
thr dlealloranoc in th* sun of Srrg?$ olri,ncd tl r brd dcbt for
tho ycsr 1S$S nfrB lrropeFr

nhlrnf,ng the yrEne Lg$h and 196[, the taxpeyj1r nrtntelncd
an offloo ln thr CLty of Ncr Yonk and eontsnda that hr rar
rngagtd ln bus!.ncsa ie a corrrultlng cnglncr nalnly ln thr flcld
of-ll,sctronler forr varioue fknn olr s fcc on per dLcn berllr
In thr oou:ra* of h{c vorrk tho tetpty{r atttndad oonflncnoGGg
dld rcacareh nnd subnitted rGportb Ln eenrrtstLon thtnrlthc A
grttt deal of thfe wo:rk lnvn1vrd proiacta for the ntlltlt5l .
ScrrrJ.eer prrtalning to rsdar and LorqaunLca?tonrr Eos of shtalr
w€re olassificd.

Although thc taxpaycr attrndad thc ColLegc of thc Ctty of
Ncw Yorkr naJoni.ng in clcctnLaaX. rngtne*nlng and took eotrnses at
Ethrrr oollrg;e dn t*rt ficldc of relenccr patent traw and o-onlDutcrr
tnd atudLed*wltlr vani.our angineerf.ng grorrpe, hc doee not hold r
dcgrrs l.n al,cctrlesal cnginafningl or-aiy olfrin degnecr_ n9l La hr
tiicnucA &a a pnofesaienat englnoer in accondancr slth the Nor
Yorh Stuts Edueatlo.n L*w ln the $tatt of NEtt Yorkr

Tlre taxpay;lr eontandE that hc ie a Gonsultfng engllr?rl_
in thc f,lald oi iteotronlcs l that hls actlvltleg cons'lrt of tbe
p"fvitr practloc of cnginrcilng in this flcld and thet no lLcrnaa
La rcqufi.od for aueh wirk slnci it docs not involva thr frf,.ty of
the BdbXlot th*t h{a aEtl.vltiea oenstltutr thr Bnct{cr of r
rcooin{.srd'prof,calX.on rucnpt fnon un{aeonpoEatcd burlnur trl'
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I an of th* opi.nlon that lf tt bt dcaned thet th!.t_el9cy*
nes cRgcgcd Ln th* piacti,oc of cX,eetrnloal. cnglnrcrlng rhlch lr
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onr of the f,iclds of enginronLng oovoncd by thc cnaul.nctlon for
the liccnae of Fnofeesl.onal rngincer gr&ntcd by thr Eduoatlon
Xlepartmsnt of, thc StctE of $er* Yonlc, he-la rtqul,rrd to bc
llicnsed &s a profeaslonaL tagtneer. Slncc lho taxpaYGr-dld not
havc euoh lLcdree and dld not-hava a degrec Ln clcctni.ell
ensinceninc. hie aativlticr dunLng the yoarrs l.n qusctlon rnuet
be-oonsLaoiid ae that of, an alcctnonJ.cs tcEhnlclaa whlch lc not
a ricosnlned profeeeion wlthln the lntent aTd ryG1ntng of soetloa 8tG
of, thc*Tax Lair eo to exanpt the lncom nccefvad by hl'n ln
eonnaction thorewith frlom ths lnpoeltion of uninconlnratcd
buslnoaa ta*er i!.n aceordance slttr AntLelc 1,6-A of tha Tlx law.

Wtth ncepect to the dirallowanee of the dcduatlon olalncd
f,olr bs.d drbta iir tfrc eun of $21625r the Intosral Rovcnue $erv{.ca
dj.eello$ed the aane aa a buelniee iose but lllorycd lt ar eapltal
lear $.R aseondancr wj.ttr uqetlon 166 I"R+C* rnd pcnittcd tho
taxpaytr te dcduct the aam as E ahort-tenn eapLtal losa undar
aeott;n l2$(b) X"RrC' with tha plght to canry aald loee ovGtn
a pcriorl af thnee yearra in accorrdanee wlth EeetLon f2U f.R.C.
It-apptane that elthough thase eo*oallld nbed drbtrr dLd not
ariel-otrt qf thc rcgulir bunlnGaa of tho taxpryor they dcalt
w{tU lolns shieh he had nadso It le to bc notcd that thrsl
dbad dsbton dl,d not oongtltuto bworrtbLcos eeaurttlcatr *hloh
wsuld be treatcd as a capitaL losso in computatLon of nft BaPltaI
ga:[a. (Artr S87*G. I*,T* Rege" )

I amr thcneforsr of thc-oBLn{,cn th&t thc doduotion elalnd
by th; taxpiycn for bad dcbte Ln tlhc sun of Sfx6?$ fgq th; y?!P
r?ss ehsuf,il hcvs bc*n ellolrod l.n aoaondans* wLth sretLsr 3sg(7)
by ttrs Tax law and that pontLon of the eeses*nncnt for thc yG!?
fbAO inaofan ae it nelatie ts normal tax ln thc eun sf St38r80
should be sanoolJ,ed"

For tha rea$onB statod abovcl I nceornmlnd that tht
dctaruinati"n of the Tnx Connieeion'in thle matten bc rubatanttrlly
ln thr form aubni.ttod hercmlth*'

SL'LOIUCN STES

$$/hk/ca

M, SCHAP1RO

E. H.  ts [ST

Augus t  20 ,  1965
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?l*r farh Strtr N.rnmr tm rirtsHr rnd||F ltntiltr ll |f

thr ?rn !.rlr hrvl,ng btln f,ltd bf thr t*fprfrtr hcilll fil' h

orl,ra$rr yfrl,r lf$r rnd littt ro rnlno*nao*trd frrfuart ttt

ltrtusar huuir* b:rn ff,lrd far ml$ Srffut letlm rf ra{ltfiil|f 
,,,

r*mm*mtr for thr yrrim litl rfrd tlfif t*rrmrmt lfrr }fttlll

*nd fr-tt9lflr r.nprotlwlyl hevfnt bffin mdrl tlnlr r?Fllrlrfr

fsr* rwf,riop srp rcrfrnd rlth finprot to thr *fern*ld rr.gtrf* ,l

h*v{nm b*rn fllcdt rcl*l rptl{crtlmr fm rrrr$,rf,an cr rrfhl

h,lvins bfm d*nicd *ud tf,wly d*mmdn far a nmd,r* hrlr; ftrf

flt*6t * h**p[ng hmv*,ng brffi hrld ln cm;atlm frrryltt *t l*f

rfflcr of th* Strtr Tlx Cumlmlm rt ilS nrtm fffi#:f Ir llil*l

lN*. VodE cl Sctc$m ll; llill1 hfw Sa;l,om Slsr hmrdril rtfl;rr

f,tr tftr Scp*rtnrnt cf, ?rntlnr *n* ff,nrncrr rt *ld tmrtrf tn i

t*rFlytr .p$'rilr'rd prmo*rntly md tr;tlflrd rad thr mffi lrVlrf l
l , lb*rrn duly c**nln*d *rd *mrl{trir{r 
i

frr $tetr ?or fmlmlm trrilbf ftndcr

(ll ftr*t lthf ten$r}nr sll hlr prr*onrf tmm trr 
\

!'fturfts fnqe tlff rnd tft0 m$€!tr€ Srtrfc lnoonr ln ftf rf rf

illft0f'lt *#d Sllls$tr$l r*d nrt lnm in $rr ;rilt of f?lltfr?l :

rad l?1860rll paplrtft;;lt fror btr1lr*rr

I
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(tl ttrt drrLnt tltr frr;r l,ftr rrrd tltlr lfr'r trmrfr

*r{ntrlmd rn rfff,rr h thr SiW of *nr Yffh mt rnta;ar firt ).

srr msr;rd fn bqrlm;l rr r *onrslti$ n$lnmr mfurll tr *rl

firld of rlrrtnonlu fer vrriss f,lrm ffi r fr* c l$ (t*r l*ltl

tfrtt ta thr o{r$rf of hlr $nr*r frr trryrffr tttm$.{ rmfrnniltr

dtd rerunch rnd rtb*tt d lirpwtr in omlrrltlln lfrr$iltlhl iilirl

r srfilt ftrl af ff*h varfr irsrlvrd trrolrotr for tftc rill"ttrrf

r;wlmr prnt*lntnf, to rrilm rnd *omnlmtLamp roil ef rtt*

ffiilt slmrlf,irdl thrt thr trn0rtir f,urthm srtf,fift lbrt tir

ffttvitlm armrttt*trd th. Sfmtlllr d r Srofrrrlut rc lfirt *lr

lnsom $.r fnrryt fw; thr xnkwrpnmtrd hmlrffif trilr

(lt lhrt *lthcr$ thr trryrprr rttmdrd Sr Srllnnr

of thr Cttf af Hrnr tosdrr nlerlm l* lf,mtrlol* mfilmrrim mt

to{rfir Gauilrrt rt athu oollrilm h th* f,irldr of, rclErrl fr$t

lar *nd ooEpttrrr ry$ rtrili*{ ritt vmlan; rnlimlffi |Frnfrr ht

dcr* aat hald r lr1lrr tn rlmtrllrl rn*finrr{;f ff ilil rilf

sr3rrll nm 1r hr ttcrnmd af l pl:ofmrf,nrl mf*,mc' l; rlmf,ftxr

rfih thr rw rsrh st;tf fidrc*tlan t*r ln tf,r Strtr ilf I;t lil}r

trt ftrt {url.ng lhl frur.ll lmnrr tbr mtlrltln

of tsr t*xpayffi dld n*t .sffitltnm thrt tf t-hc fmrtt$ rf

pplfrrrlo*rt n*lnrrrlrff tlrt Sr *stlrtttrr cf lhr trfrftr

mnrt$trtr* th*t of rn rlmtrrnltr trrhnlllru {r ttflttlrf

rtrffironlor trolrnflolmt ttrrt t[o trrfrtrtr oorl{ ;tt lr'rrutdmd

fr ssrnrd l* thr pro.fmric rf m1*rmrht ritr* lr tlc ffi hrr

r llcrnrr to mil*r in rmlr Fafr;rlfll m lndf,c*tr{ h lhdltt

*cr , rbourl thrt th trrprfrsfl Elt Laoom dwlr; Sr ;rmr

t0ll rnd lltt fiBi rttril.brt$h to lfr fffi* $11*tr rilluilr

lmrd rSfi thn lmrfolrr ftndtn{l rEd rll fll trtffi

p$rrmtrd hurrirt tlrr strtr trr cmlillm hrflbr ',

Otf$rfifl[fir
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(A! ttrt tl* rottvttim ilf thf trr}|yro ffrrtltt'lfa ill

ailFrfi.nt m of r tmtmm ffithrr tfrrr tttr pmatfcr rf r 'lrillfltlm

rf,lfil|l tbr fntmt ild rmlr; rf firrtlf,r lfi of lhr hl tr;,

thrt blr *rt lnoon rrr ttrprfom ml!ilt tl urln*nnfmrtd

bmlEmr lrnonr trn* lr uror0rnar rli,{r *ttfch lhf 
'rt 

h

Trr lnr

( Al nlrt tlrr tlnlyl$ sil hlr rrtwr fm* i*r tr*r tlll

prqnrrly dr{rttld thl run nf, tt llttrl0 frr b*d ilr}tf Sa ltrt

tbr rmr rboqld hlrr br*r dtffid m I f{FoHrF drfntin h

roocrdrncr slth Srotlm l3ilttt rf th fr* lm1 tfri fnr ecillrr ,

of {rhr r|t.r**rrt f*r thr y.rr l,flt i;*ofrnm *t ilhffi ff

rddi.tlor*t Elllml t** ta thn ftil nf llllrl0 hr .ild Sr mm h

hrnrlr nrnnlllrd*

(C' tbrtr rounrtl.rn*lrr tlh nremmt;r ffirtt m

tnd.lc*tr{ fn frrrw;rrpb s rb**r1 rrr rffilctt thrt rffi a} ;ilt

ln t*dr *ny trn oilr $tbrr obr;1r rft ft cmld ;o! hr$r hfr lud|tff

dmndrdl rsd thrt thc *ppfiartiw fup rprutrfira r ntbd d*

fi|rtrGt t$ ttr|;id aramrmfttlr rffipl || s,ttrfirlfr lt{'ttm

brnla br nnS thr rrrr rpr hrrrrbf dmlrer . l

&&tSSr Albflryr ilrn ta*'h sn thr 26th dry ot August  r  l l l s r

tt*tr ?ffr c$ilfflf8tfi

/d JOSEPTI H. MIJRPHY
FtlrllliHrilf

G$iln*ttrGn|r
\

JAIIES R. MACDUFF
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