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MEMORANDUM {A.. cocso | éj, oA

TO: Commissicners Murphy, Palestin and Macduff
FROM: Solomon Sies, Hearing Officer

SUBJECT: Jack Shapiro, application for revision or
refund of an assessment of personal income
and unincorporated business taxes for the
years 195% and 1955

A hearing with reference to the above matter was held
before me at 60 Centre Street, New York, N. Y., on October 21,
1963, The appearances and the evidence produced were as shown
in the stenographic minutes and exhibits submitted herewith.

There are two issues involved herein: (1) whether the
taxpayer is exempt from the imposition of unincorporated businass
tax on the ground that he is engaged in a recognized profession
in accordance with section 388 of the Tax Lawj and (2) whether
the disallowance in the sum of $2,625 claimed as a bad debt for
the year 1955 was proper.

During the years 13964 and 1955, the taxpayer maintained
an office in the City of New York and contends that he was
engaged in business as a consulting engineer mainly in the field
of electronies for various firms on a fee or per diem basis,

In the course of his work the taxpayer attended conferences,
did research and submitted reports in connection therewith, A
great deal of this work involved projects for the military
services pertaining to radar and communications, some of which
were classified.

Although the taxpayer attended the College of the City of
New York, majoring in electrical engineering and took courses at
other coildgcs in the fields of sclence, patent law and computers
and studied with various engineering groups, he does not hold a
degree in electrical engineering or any other degree, nor is he
licensed as a professional engineer in accordance with the New
York State Education Law in the State of New York.

The taxpayer contends that he is a consulting engineer
in the field of electronics; that his activities consist of the
private practice of engineering in this field and that no license
is required for such work since it does not involve the safety of
the publiej that his activities constitute the practice of a
recognized profession exempt from unincorperated business tax,

I am of the opinion that if it be deemed that the taxfayor
was engaged in the practice of electrical engineering whiech is
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one of the fields of engineering covered by the examination for
‘the license of professional engineer granted by the Education
Department of the State of New York, he is required to be
licensed as a professional engineer. Since the taxpayer did not
have such license and did not have a degree in electrical
engineering, his activities during the years in question must

be considered as that of an electronics technician whiech is not
a recognized profession within the intent and mcaninf of section 386
of the Tax Law so to exempt the income received by him in
connection therewith from the imposition of unincorporated
business taxes in accordance with Article 16-«A of the Tax Law.

With respect to the disallowance of the deduction claimed
for bad debts in the sum of $2,625, the Internal Revenue Service
disallowed the same as a business loss but allowed it as capital
loss in accordance with section 166 I,R.C. and permitted the
taxpayer to deduct the same as a short-term capital loss under
section 1211(b) I.R.C. with the right to carry said loss over
a period of three years in accordance with section 1212 T.R.C.
It appears that although these so-called "bad debts” did not
arise out of the regular business of the taxpayer they dealt
with loans which he had made. It is to be noted that these
"bad debts" did not constitute "worthless securities" which
would be treated as a capital loss, in computation of net capital
gain. (Art, 487-e. I.T. Regs,)

I am, therefore, of the opinion that the deduetion claimed
by the taxpayer for bad debts in the sum of $2,628 for the year
1955 should have been allowed in accordance with section 360(7)
by the Tax Law and that portion of the assessment for the year
1955 insofar as it relates to normal tax in the sum of $138.30
should be cancelled.

For the reasons stated above, I recommend that the
determination of the Tax Commigsion in this matter be substantially
in the form submitted herewith.

/s/ SCLCMCN SIES

Hearing Ofrlcer

SS/kk/ca

/s/ M. SCHAPIRC

Approved
/s/ E. H. BEST

Approved

August 20, 1865



.« OF HEW YORK
STATE TAX COHMISSION
IN THE HATTER OF THE APPLICATIONE
oF
JACK SHAPIRC
FOR REVISION OR RCFUND OF PERSONAL
INCOME TAXES UNDER ARTICLE 16, AND ]
UM INCORPORATED BUSINESS TAXES Uﬂﬂlﬁ
ARTICLE 16-pA, OF THE TAX LAW FOR THE J

YEARS 1934 Aﬂa 1958
'
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Hew York Stats imcome tax returns under Artiele 18 of
the Tan Lav having been filed by the taxpayer herein for the
calendar years 1l95% and 19383 no unincorporated duwsinese taw
returns having been filed for said years; notices of additionsl
assesssents for the years 1954 and 1958 (Assessmsant Nee, B=381980
and B=829288, respectively) having been made; timely spplisatioss
for revision or refund with respect to the aferesaid assesssente
having baen filed; said applications for revision or refund .
having been denied and timely demands fm-' a heariag haviag been
filed; a hearing having been held in comnsction therewith at the
oifice of the State Tax Commission at 30 Centre Stveet, Hew York,
New York on Getober 21, 1963, before Solomon Sies, heaving offiesr
for the Dopartnent of Tawation and Finance, st which hearing the
taxpayer appesred personslly and testified and the recowrd haviag
been duly examined amd considered,

The State Tox ’c»mlnlm hereby finds:

(1) That the taxpayer on his personal incoms m
returns for 1854 and 1985 wveportsd gross incoms in the swms of
$16,908,82 and $23,422,98 and net incoms in the sums of ‘7.1".7.
and $7,300,2% respestively from businesu.
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(2) That during ths years 1988 and 185855, the tampayer
waintained an offiece in the City of Nev York and ecsntends that he
was sngaged in dusiness as & consultiang engineer sainly ia the
field of slectronics for various firms on & fee or per diem desis)
that in the courss of his work, the tampayer attended conferences,
did research snd submitted reports in connsation therevith) that
a great deal of thie work imvolved projects for the military
services pertaining to radar and communiecations, somns eof which
were classified; that the tuﬁpnnv further coatends that his
activities constituted the practies eof a profession so that his
incoms vas enempt from the unimcorporated business tam,

(3) That althoughk the tampaysr attended the Collage
of the City of Hew York, majoring in slectrical eagimsering and
took courses at other colleges in the fields of scienee, patent
law and computers and studied with various engineering greups, he
does not hold a degree in electrieal enginesring or any m
deagres, ner is he licensed as a professional eagineer in amo
with the New York State umtim Law in the State of New York,

(%) That during the years in issue, the activities
of the taxpayer did not econstitute that of the prastice of
ﬁhhulml enginesrings that the sctivities of the tampeyer

conatitutes thyt of an sleatrenics teshnician or mﬁlﬂu.
slsctronics techniciang that the taxpayer aoculd not be MQW
& engaged in the profession of enginsering sines he 414 net have
a license to engage in such profession as indicated i{a Tiading
Mo, 2 sbo&u that the tasxpayer's net incons during the mn
1958 and 1955 vere attributable to Kew York State sources,

Based upon the foraugoing flndings and all the MM
presanted herein, the State Tax Cosnission hereby

DETERNINES:




(A) That the activities of the tawpayer econstituted the
carrying on of a business rather tham the praatice of a mhﬁ
vithin the intent and meaning of Seetion 388 of the Tex Lawy
that his nst incoms was therefore subject to unineorporated
business income tawes in acoordance with Article 18«A of ¥he.
Tax Law, »
(3) That the tawpayer on his retura for the year 1%48
properly dedusted the sum of $2,828,00 for bad debts and that
the sams should have been allowed as a preper deduwstion fin o
' sceordance with Section 360(7) of the Taw Lawy that the portien ‘
of the asseasmsat for the year 1988 imsofaras it relates %o -
additional nermal tax in the sum of 9138,30 be and the sams fe
haveby cancelled, |
(C) That, accordingly, the assesssents, ensept a8 .
indicated in Pavagraph B above, are eorreet) that same de not -
inelude any tax or other charge which eould not have been lawfelly
demandeds and that the applications for revision or nﬁtﬂ ﬂiﬁ
respect to thesaid cssessments, except as otherwise provided
herein be and the sane sre haredy denied, e
DATED? Albany, Hew York on tha 26th day of August o 1'6- Se

STATE TAR COMMISSION

/s/ JOSEPH H. MURPHY
res '

T Uoumisaloner
N

/s/ ' JAMES R. MACDUFF

N




