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BUREAU OF LAW
MEMORANDUM

TO: Commissioner Samuel E. Lepler

FROM: Evelyn King, Hearing Officer

SUBJECT: MICHAEL KLOTZ

Petition for a Redetermination of a Deficlency
or for a Refund of Unincorporated Business Taxes
under Article 23 of the Tax Law for the year 1901,

As suggested, I am submitting the following informal
memorandum to ve read in conjunction with the formal memorandum
submitted February 20, 1968 to the State Tax Commission.

(1) The petitioner does not claim exemption from Unincorporated
Business Tax as a lawyer, englneer or a chemist. He claims exemp-
tlon as a forelgn patents consultant upon the ground that his ser-
vices rendered to patent attorneys and, mainly, to corporate patent
departments in prosecuting their patent applications before the
patent offices of foreign countries were professional in nature in
that such services required knowledge of an advanced type in a given
field of science or learning gained by a prolonged course of spe-
cialized instruction or study.

(2) The petitioner dild not hold a degree in law and was not
licensed to practice law in New York State and was not practicing
law., If he had been, he would have been dolng so illegally, without
a license, and would be subject to Unincorporated Business Tax, The.
petlitioner 4id hold a degree in chemistry, engineer-chemist, from
the University of Rouen but was not licensed to practice professional
engineering in New York State. He was not and did not claim to be -
practiclng engineering. He was not working as a chemist, The peti-
tioner was not admitted to practice before the Unlited States Patent
Office,

(3) Petitioner was possessed of no advanced knowledge in the
field of law. He was a layman with a speclalized knowledge relevant
to patent systems and practice, Petitloner was possessed of an ad-
vanced knowledge of engineering and chemlstry.

(3) 1In my opinlon, petitioner'!'s advanced knowledge in the
field of engineering and chemistry, although extremely useful, was
not necessary to hls work as a forelgn patents consultant.

- (5) This point is illustrated by the fact that his work, if
conducted in the preparatlion and prosecution of appllcations for
United States Patents, could have been done_by a patent agent not




holdlng a degree in engineering or chemistry, possessed of basic
training in scientific and technical matters, but knowledge less
than that of an advanced type in the field of engineering or che-
mistry gained by a prolonged course of instruction or study.

(6) The Law Bureau's memoranda dated December 12, 1962, Janu-
ary 11, 1963 and March 13, 1963, attached to the original memorandum
submitted herein, conclude: N

(a) That the income of a patent agent (not a lawyer)
admitted before the United States Patent Office from
patent and trademark work before the United States
Patent Office 1s exempt from Unincorporated Business
Tax;

(b) That the income of a patent agent (not a lawyer),
including those admitted to practice before the Unlted
States Patent Office, from foreign patent and trademark
work 1s not exempt from Unincorporated Business Tax.

(7) The basis for this conclusion is that the patent agent
(not a lawyer) practicing before the United States Patent Office
meets the standards for vrofessional exemption because he 1is re-
quired by the Rules of the Patent Office to be possessed of good
moral character and good repute and possessed of the legal and sci-
entific and technical qualifications necessary to enable him to
render applicants for patents valuable services and to submit to
and pass an examination in that regard; that he 1s further required
under the Rules of Practice of the Patent Office (37 CFR Chap. 1.344)
"to conform to the standards of ethical and professional conduct
generally applicable for attorneys before the Courts of the United
States.” Exemption is denied to the patent agent (not a lawyer)
working in the field of foreign patents, even though admitted to
practice before the Unlted States Patent 0ffice, upon the ground
that in his actlvities he is subject to no regulation as to who can
engage in that activity and that he need conform to no enforceable
code of ethies.

(8) Xnowledge of an advanced type in'a given field of scilence
or learning gained by a prolonged course of speclalized instructlon
and study was not, in my opinion, the basis for the Rureau's memoranda
holding the net income of a patent agent from the practice before the
United States Patent Office exempt from tax as derived from the prac-
tice of a profession. Under the Rules of the United States Patent
Office, the patent agent 1s not required to be possessed of such ad-
vanced knowledge. A lesser amount of formal education, other than a
degree in engineering or science, together with a showing of extended
practical experience of an engineering or scientific nature, may be
accepted. o
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(9) conversely, the possession of knowledge ol an sdvonced
type, gained by a prolonged course of specialized instruction and
study, does not require a holding that a man is engaged in a pro-
fession, sic, the unlicensed engineer, the unlicensed lawyer, or
the man possessing such advanced knowledge where such knowledge is
merely useful but not necessary to his activities.

The case of Geiffert v, Mealey (1944) 293 N, v. 583, cited
by petitioner in his brieTl submitted, wherein the practice of land-
scape architecture was held to be a profession and exempt from
Unincorporated Business Tax is clearly distinguishable., The peti-
tioner was a pioneer in his field. He held no degree as none was
- gilven when he was pioneering. Formal courses of study leading to
degrees In landscape archltecture were later offered by many insti-
tutions of higher learning. The decision was based upon the reason-
ing of Teague v. Graves (1941) 261 N, Y. 652, Aff., No Op. 287 N. Y.
549, which recognized the activities of an industrial designer as a
profession, wherein the Court stated at Page 654, "The graduates
from universities, institutes and schools who will have scholastic
degrees as industrial designers doubtless will be regarded as pro-
fessional men., It 1s paradoxical that the petitioner snd his
present associates now engaged in the field who are lecturing in
these"courses and teach these students should be classified other-
wise. :

The implicit finding of both the Teague v. Graves and
Geiffert v. Mealey cases 1s that the petitioner was possessed of
knowledge or an advanced type in a given field of science and learn-
ing not merely useful but necessary to the practice of industrial °
designing and landscape architecture., The Court in both cases
merely admitted the necessity for recognizing in law, as in our
universities, new professions which have been called into being to
take care of modern requirements of our expanding civilization.
Petitioner in the instant case, in my opinion, meets none of the
standards of a professional as prescribed by the Courts in the cases
of Gelffert v, Mealey and Teague v. Graves,

The hypothetical question was propounded, "Could a dis-
barred lawyer working for a law firm as a legal consultant to the
law partners (which is forbidden), admittedly possessed of knowledge
of an advanced type in the field of law be held to be engaged in the
practice of a profession exempt from Unincorporated Business Tax?"
The answer is "no".

Although it 1is true, as was stated iIn Teague v, (Graves,
licensing by the state and supervision of activifies are unsatisfac-
tory standards by which to classify the nature of the occupation (cit-
ing licensing of liquor dealers, plumbers, undertakers, etc.), it is
also true that where the nature of the occupation would otherwise be
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professional, 1f licensing and regulations do exist, considered
necessary for the practice of the profession upon which they are
imposed, the obligation to meet their requirements must be met in
order to claim professional status.

- Parenthetically, chiropractors practicing in this State,
whose activities are closely allied to the practice of medicine,
were originally deniled professional status under Section 386 of
the Tax Law, now Section 703, and only later granted professional
status when licensed by the legislature (Educatlon Law, Section
6550 et seq.) under provisions requiring the applicant for a 1li-
cense (with saving grandfather clauses) to be possessed of good
moral character, general basic education and appropriate specialized
knowledge gained by a specified prolonged course of instruction and
study and to submit to and pass examination in that regard; the 1i-
censed chiropractor being further required, if his license is to be
maintained, to conform to standards of ethical and professional con-
duct appropriate to the practice of chiropractic., Oyer v, State
Tax Commission (1956) 3 A.D. and 632, Aff, 2nd N. Y. 942 and Strayer
v. State Tax Commission (1955) 285 App. Div. 739.

The inqulry under Section 703(c¢) of the Tax Law always
is: "Is the taxpayer engaged in the practice of a profession?" If
a man 1is disbarred from the practice of his profession, regardléss
of the advanced knowledge he may possess in his given field of
sclence and learning, he is not engaged in the practice of a recog-
nized profession., 1In sacrificing his grant from the body politic,
the disbarred lawyer sacrificed its advantages.

To summarize:

1. The activitigs of the petitioner, resident of and
working in the State of New York, as a foreign patents consultant
were not, in my opinion, of a professional character as the advanced
knowledge in the field of engineering and chemistry utilized by him
in his work as a foreign patents consultant, although extremely use-
fvl, was not essentlal to the production of his income; the peti-
tloner could have pursued his particular occupation under normal
conditions of business and competition without such advanced know-
ledge. '

2. The petitioner, as a foreign patents consultant, was
subject in his activities to no mandatory inquiry into hils good
moral character and repute nor as to his legal and scientific and
technical qualifications; nor was he required to conform to any en-
forceable code of ethies in the prosecution of his work,
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3. Federal and State regulatory bodies have the authority
to prescribe licensing, registration, regulatory and other require-
rments deemed necessary for admission to the practice of a profession
ang which must be met before the grant of professional status is
made,

4, 1n a proper dase, the State Tax Commission may recog-
nize professional status by reason of such licensing and regulation
and conformlty thereto.

5. Where such licensing, registration, regulatory and
otherrequirements deemed necessary to the granting of professional
status are not met, professional status is denied.

6. Where such licensing, registration, regulatory and
other requirements are not prescribed, as in the instant case, and
anyone can enter the fleld, a showing greater than that made by the
petitioner must be made. He must show that, regardless of licensing
or reglstration or regulation, his income was derived from the prac-
tlce of a recognized profession.

T. The petitioner falled to make such a showing. His
income was not derived from the practice of law, engineering or from
work as a chemlst, His income as a foreign patents consultant was
derived, in my opinion, from the advantageous utilization of his
knowledge in each of these flelds.

8. It 1s appropriate and proper for the State Tax Commis-
sion to withhold the recognition of professional status to residents
of this State free from registration and regulation in their work in
this State performed in relation to. forelgn patent applications
where 1t would be denied to other residents of this State with simi-
lar educatlonal attainments performing similar work in relation to
patent applications before the Unlited States Patent Office but not
admitted to practice before the United States Patent Office by con-
forming to their rules for registration.

9. If rules and regulations are imposed with good reason
upon residents of the State of New York practicing before the United
States Patent 0fflice, to which they must conform to be entitled to
professional status, the lack of similar rules and regulations govern-
ing similar work performed within the State of New York for use before
foreign patent offices is sufflicient basis for determining that the

- grant of profebsional status by this State is not withheld arbitrarily,
but with good reason.

Dol e 1 wees
May 29, 1968 ~ HearIng Oificer
EK:dob

cc: Edward H. Best, Counsel
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The work of the taxpayer as adviser and gonsullant L T B. 8.
mmt attorneys and Mnﬁpﬂlg to the Patent Departasnts of
ck & Co, and Esstoan Ko ‘ corporations, consisted «
studying %;hc objeevions of zh: Mmu of foreign Patent
and in preparing arguments to counter ehvu objections in eon~

nection with applications for chemical wm in foreign mzmtm
The subject of these argumsnts was eal. The work of »
was submitted by the U, 5. patent attormeys to their own . in

the foreign countries involved, Taxpayer did not prepare. or uﬁn
in the preparation of licensing agreements Or prepars uy w
or mwe n connection with trademarks.

~ The mmm was never adsitted as an attorney to :
law in Hew York o ang other state or territory of the UW
States or before th 8. Courts. rhomgnmmw -
mitted and registered to practice before the Patens Offiee.

the M&tl of New York.

Iem of the opinion that the activities of the tax .
working in the field of foreign patents, do mot mest the easm

professional conduct sre imposed by law or regulatien om fyre
patent agents not registered to prastice before the Patent OIT. ﬂ '
as in the cass of patent agents admitted te practice htm‘m
United States.Patent Offige, 37 CFR, Chapter 1, See¢. 1'&1 o
more particularl bz Sec. 1.)@ nor wae taxpayer mbjiﬂ :
standards of et m!‘uuﬁ.ml conduct
those nmnud to ’ﬁ:“’“ lawzar mgimﬂns- bt el
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vaazu.s. nm‘ denied, 7 A D 2¢ 95]

For the reasons stated above, I recommend that the determinata.on'
of the Tax Commission in the above matter be substantlally in the form
submitted herewith. ,

/s/

February 3&’:, lg68
BKimn

Bae.
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\”f o |/ BUREAU'OF LAW
s MEMORANDUM
" TO: |
FROM: Deputy Commissioner Igoe

Jauitee, %A

“Nolson Libtoll e 356

Michael S. Striker

SUBJECT: E. H, Dest, Counsel 5ZZL[L
- >4l fokes

Leon M, dtrauss J

Thoe Cormission has suthorized the roopening of
thoe hearing in the Striker matter to obtain corcain lfurvher
- ovidencc. The Striker file is, therefore, roturned herewith
for that purpose.

In the Striker matier, & proposed determination was
prepared which excrmpted Striker from the unincorporated
business tax on the ground that his activitiecs as a patent
soent constituted the praciice of a profession., The
proposed detormination mede no distinction as between patent
work ond gredemark work nor as botween income from patent
and trademark work before the United Statos Patent Office
and income from patent and trademark work in forelgn

- countries. There is evidenco in the wvecord that Striker
had income from foreicon patent and.,btrademark work &s well
as from work before the Unlted States Patent Office (Record,
ppe 32-33). During the tax years in question, 1952-56,
Strikor was admitted to practice pbefore the United States
Patent Office. He was admnitted to the New York Bar in
June 1957 .

The Commission has decided that a patent asenb
admititod Lo practice before the United States Patont Office
ds oxenmt from wnincornorabcd business Tax in _rolation to his
Jincome from work before the United States Patent Office.
Thercfore, the question of the taxebility of patent agents L
on their incono from foreign patent and trodonark work remainse
fn tho opinion of this Bureau, such income is taxable. A

; nemorendun prepared for the Commission by this Bureau
‘ o reaching such a conclusion is attached hereto for the
assistance of the hearing officer. ’

In view of the above, the Strilker hearing should
bve reopened and the following evidence obtained.

1, The gross income of Striker from his patent and
tpademark work before the United .States Patent Office during

the years at issue.

2. The gross income of Strilker from foreign patont
and trademark matters and his income from drafting licensing
agreements, foreign and domestlc, if anye. .

i oo e e A e T



3. Further evidence should be taken as to Striker's
expenses. Vhere his cxpenses can be segrogated between the
above two typos of income, such a segresation should be
obtaincd. .As to the rest of his expenses, a division should
be made on the basis of the ratio of gross income from
United Stabes patent and trademarlk work to total gross income
from his patent and trademark activitles or on tho basis of
any othor division which is considered reasonable.

AfGer the ebove evidence has becn submltted, a
propcsed determination should be prepared which exenmpts
Sirikerts incone from patont and trademark work belore the

Tnited States Pabent Offlice as income from the practice of & -
profoannion. Striker's income from his foreipgn patent and

vrademarlk work ond his gross income from drafting licensing
acreements, foreign and domestic, if any, should be held
taxable, S L . S

I would rocormend that tho attorney for Strilter be
advised that the Cormisslion is willing to exempt his income
fron work before the United States Patent Office but his other
income is considered taxable. It may be possible to dlspose
of this matter on that basis, particularly since Striker was
admitted to the New York Bar in June 1957. '

There are also pending applications for revision
by Leon Strauss and Nelson Littell seeking exemption from
the unincorporated business tax on the ground that the work
of patent agents constitutes the practice of a profession.
Both are patent agents admitted to practice before the United
States Patent Office but neither is a lawyer. Tormal hearings
as %o these cascs have not yet been held. These two cases
should be handled in the same manner as is set out above
for the Striker matter., A breakdown of their income and
expencos as indlicated ebove should be obtained. Their income
from patent and trademark matters before the United States
Patent Office should be declared exempt. Thelr incomo, if any,
from foreign patent and trademark matters as well as from
drafting licensing agreements, foreign and domestic, if any,
should be held taxable. ‘ '

The Strauss and Littellvfileé are returned herewith,

“Counsel

SH:el ‘
Encs, .
Merch 13, 1963
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' BUREAU OF LAW
MEMORANDUM
TO: Commissioners Murphy, Palestin and Macduff
FROM: E. H. Best, Counsel
SUBJECT; Michael S. Striker

was admitted to the New York Bar in June 1957.

3.9

-

Recently several matters concerning patent agents
were presented to the Commission in relation to liability
for unincorporated business tax. This memorandum relates
to a request to reopen the formal hearing held in the
above patent agent matter. A determination was signed by
the Commission in that matter but has not been issued to
the taxpayer as yel.

The work of patent agents falls into several
categories., They represent American and foreign clients ‘
who wish to file patents and trademarks in the U. S. Patent
Office and protect them in proceedings before that office,
They alsc represent American companies who wish to file
patents and trademarks in foreign countries and protect
them., They also draft licensing agreements for use of
patents and trademarkse.

In Matter of Striker the Commission signed a
determination exempting & patent agent from unincorporated
business tax on the ground that his activities constituted
the practice of a profession. The determination made no
distinction as between patent work and trademark work nor
as between income from patent and trademark work before
the U. S. Patent Office and income from patent and trademark
work in foreign countries. There is evidence in the record
that Striker had income from foreign patent and trademark
work as well as from work before the U. S. Patent Office.
During the tax years in question, 1952-1956, Striker was
admitted to practice before the U. S. Patent Office. He

Recently, the Commission also approved a settlement
in the case of Langner, Parry, Card & Langner under which
the firm has paid some $200,000 in settlement of its
unincorporated business tax liability for all years or
periods prior toj/June 1, 1960, That firm was and is .
exclusively eygaged in filing and protecting patents and .
trademarks in” foreign countries. Prior to May 26, 1960, the
firm hz;/ﬁﬁﬁtain members who were not lawyers but were

2
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admitted before the U. S. Patent 0ffice or before the
patent offices of certain foreign countries. Since that
date, all members of the firm attached to the firm's

New York office have been admitted to the New York State
Bar. Under the settlement, the firm has been exempted from
June 1, 1960 on so long as all the members of its New York
office are members of the New York Bar and its activities
continue to come within the professional exemption.

There are also pending unincorporated business tax
assessments against Haseltine, Lake & Co. None of the
partners in this firm are lawyers, but they are all admitted
to practice before the U. S. Patent Office. The bulk of
this firm's practice, however, is the filing of patents and
trademarks in foreign countries through foreign attorneys
and agents and protecting these patents and marks. The firm
also files patents and trademarks in the U. S. Patent Office
and protects them. As part of an unauthorized practice of
the law proceeding brought by the New York County Lawyers
Association, both the Langner firm-and the Haseltine firm
have agreed to receive work only from attorneys.

While all these matters were pending in December
of last year, they were brought to the attention of
Commisgsioner Murphy so that a rule could be formulated
covering the various activities carried on by patent agents
and to insure consistent action by the Cormission. As a
result of that conference, it was decided to adopt the
following rules in relation to the liability of patent
agents under the Unincorporated Business Tax Law. A patent
agent registered before the U. S. Patent Office would be
exempt as a professional as to his income from trademark and
patent work before the U. S. Patent Office, but the income
of non-lawyers, including patent agents admitted to practice
before the U. S. Patent Office, from their foreign patent
and trademark work would be taxable. The basis for this
conclusion is set out in a memorandum dated December 12, 1962
prepared by the Law Bureau, a copy of which is attached
heretoe.

It was agreed to proceed with the pending matters
as follows: . '

1. The Langner, Parry settlement was to be
completed as approved by the Commission. This settlement
has now been completed, the firm having paid the $200,000.
Prior to the payment, the attorney for that firm was informed
that the Commission intends to follow a rule under which
patent agents registered before the U. S. Patent Office
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would be exempt as to their incomé& from work before that
office and non-~lawyers would be taxed on their foreign
and patent trademark work income.

2. The Haseltine, Lake firm was to be informed

‘that the firm's income from patent and trademark work before

the U. 8. Patent Office would be considered exempt but its
income from patent and trademark work in foreign countries
would be considered taxable. That firm has been so informed
and a conference on the matter is scheduled.

3. As to the Striker matter, it was decided that
the formal hearing should be reopened to the extent of
finding out how much of the income involved was obtained from
foreign patent and trademark work and whether Striker had

“any income from drafting licensing agreements.

As indicated above, the Commission has signed a
determination exempting Striker from the unincorporated
business tax but this determination was not sent out in
order to avoid the Commission taking an inconsistent position
and to await a formulation of a rule covering all the
activities of patent agents. In view of the above, it is
requested that the Commission grant permission to reopen the
Striker hearing to receive evidence as to the matter
referred to above. Please inform the Law Bureau as to
whether or not the Commission agrees to this.

The Striker.file'is forwarded herewithe.

E NS

Counsel

SH:el
Ence.

January 11, 1963

b4
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o BUREAU OF LAW
MEMORANDUM
TO:
FROM:
SUBJECT,;
; Liability of patent agents for unincorporated
business tox on thoir income irom Iilling anad
protecting patents and trademarks

_Lanrner, Parry, Card and Langney
Haseltine, Lake & (0.

Michael S. Striker

Leon Strauss

Nelson Littell

The work of patent agents falls into sevoral
categories. They represent American and foreign clients who
wish to file patents and trademarks in the U. S. Patent
Office and wish to protcct them in proceedings before that
office. They also represent Amoricen companies who wish
to file patents and trademarks in foreign countries and
protect them. They also draft licensing agreements for
use of patents and trademarks.

We are informed that the itwo largest firms in the
. United States who represent American companies filing
patents and trademarks in foreign countries are Langner,
Parry, Card and Langner and Haseltine, Lake & Co. An
unauthorized practice of the law proceodings was cormmenced
against Langner, Parry by the New York County Lawyers ]
5 Association and possibly against Haseltine as well., The
! procecding was settled under an agreement that both the
? Langner and Haseltine rfirms would only receive their foreign
work from private attorneys or the legal departments of
corporations., After receiving the matters from the attorneys,
these Tirms prepare the matters for submission to foreign
attornsys and agents for filing and processing. In many
cases their preparatory work is claimed to be extensive.
Neither the Langner firm nor Haseltine, Lake represent the
companics directly in the foreign countries. Rather, they
foruard the patent and trademark work to foreign patent :
attorneys or agents who are admitted in the various
countries. The applications and other documents are filed
under the signatures of foreign attorneys or agents.
v Where extensive administrative proceedings are ncecessary
' or litigation arises again, these firms do not represent
the companies but merely act as advisers to the forelgn
patent attorneys and agents who conduct the foreign
administrative proceedings or litigation. -

In Matter of Striker, the COmmission has recently

signed a determination exempting a patent agent from the




unincorporated business taxw on the ground that ho is
registered to practice before the U, S. Patent Gffice,
{Fowever, the determination has nobt boen released to the
taxpayver as yot.) The determination made no distinction

as betwoen patent work and itrademari work nor «s botween
income from patont and trademark work before the U, 3,
Patent O0ffice and income from patent and trademaric work

in Toreirn countries. The deteormination covered the years
1952 threoush 1956. Strikor was admlttod to the ew York ar
in June 1957, ’

The Cormission also approved a setilement in the
case of Langner, Parry, Card and Lengner, That firm was and
" 1s exclusively engazed in foreipn patent and trademark work.

- Since llay 26, 1960 all members o the firm attached to the firmls
- Hew York office have boon admltted to the Wew York State Dar.
Under tts settloment, the firm arreced to pay some $200,000

in settlement of its wmincorporated business tax llability

for all years or periods prior to lMay 31, 1960, Tho

agrecment would also exempt the firm in the future so long

a3 all the members of its How York office are members of

the New York Dar and 1ts activities continue to come

within the professionsl exemption, '

Thore are algso pending unincorporated business tax
asgessments against Haseltine, Lake & Co. The mombers of
this firm were all admitfed to practice beflore the U. S,
Patent (ffice prior to 1957. The bulk of this firm's
practice is the filing of patents and trademarks in foreign
countries through forelgn attorneys and agents and protecting
these patents and marks, This firm, however, also files
and probtects United 3tatoes patents and trademarks lor
foreign and American clicnts., In its application for
revision, the firm states "Taxpayor by long custom and
policy reaching back to 190k has rendered its service as
international patent and trademark agents and United States
patent and trademark aconts exclusively to the lsgal
profcssion and legmel deparitments of companies which departe
ments ars headed by lawyers," As indicated above, as part
- of the unaubthiorized practice of the law proceeding the
firm also asreed to receive its work only from attornoys,

& preliminary conferonce was held in Commissioner
Murphyt's office with the attorney for the above {irm. He
was requested to submlit evidence that the third partner
in the firm was admittod to practice before the U, S, Patent
0ffico. This informaticon was relovant both in relation to
exenmtion of the firm's patent work before the U. S. Patent
Office and its trademark work. Under a rule promulcated
by the U. 3. Patent Office in 1960, only attorneys can
rovresent clients in trademark cases befcere the patent
office exceut that any person admitted to practice as a
patent azent prior to January 1, 1957 con continuc to
represent clicnts in tradomarlk cases (37 CFR 2.12). Such
evidonce has becon submittod,
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income earncd prior to the poriod.covered by the new rule
liniting the practice to attornoys end those qualifying
under the grandfather clause.

The record indicatbs
filing and protecting pateni

58 that Strilker had income from
ts and tradomarks in foreign

countries and that this work was done through foreign

attorneys (ppe 32-33).

As indicated in the Law Dureau's memdrandums of
June 15, 1962 and November 27, 1962, the decision to tex
the Lancner [irm which is only engaged in foreign patent and

tradenark worlt is correcte.
the members of that firm we
attorneys admitted to pract
nembers of the bars of othe
were agents or attorneys au
U. S. Patent Office while o
before the patent offices o
the firm was not made up of
before the New York Bar, th
in New York up until 1960.
the firm were admitted to tl
members of the firm in the.
the New York Bar.

Hatter of Yew York

Prior to May 26, 1960, not all
re attorneys. DRather, some wore
ice in New York; others were

r states and countries; some
thorized to practice before the
thers were authorized to practice
f foroign countries. Thus, since
lawyers admitted to practice

e firm could not practice law
From that time, all members of
he bar of some state and all

New York office were admitted to

-3 N. ¥, 2d 22., appeal dism
unauthorized practice of th
lawyer admitted in lMexico,
of Appeals there stated at

"hether a person
York law, Federal
State, or the law

is giving legal advice,

legal documents ar
by a person in the
such documents, th
law whether the dg
conformity with th
law. To hold otho
a member of the Ne
law when he deals
anomalous statemen

"This result a4

in Matter of Pace
attorneys assigtin
in £illing out for
incorporation of t
Delaware law were

but not in New York.
page 229

County Lawvers Association (Roel),
issed' 3 2 Uo So 0 » iS an . '

e law case brought against a
The Court

sives advice as to Hew -
law, the law of a sister

of a foreign country, he
Likewise, when

e prepared for a layman
business of preparing

at person is practicing
cuments be prepared in )
e law of New York or any other
rwise would be to state that

w York Bar only practices
with local law, a manifestly

t.

ccords with that reached
(170 App. Div. 818) where
gz a Delaware corporation

ms in connection with the
three companies under

found guilty of aiding the
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corporation in its fllegal practice of

law (see, also, latker of Now York County
Lawyers ASSnhe tAnon mousl, 207 Misce. 693) .1
(emphasis my own)

The only distinction from the activities of the
Lanpner snd Ilaseltino firms and what 1is doscribed above
is the fact that these firms only advise attorneys. It is
clcar that the nature of their work, except for that fact,
is the practice of law as defined by the Cowrt of Appeeals,
_ However, from the point of vicw of the Tax Commission, the
fact that they cannot directly represent laymen indicates
more strongly that their senvices are not professional in
nature. It is the attorney who has the ultimate °
responsibillty. v _ T |

The Court of Appeals expressed this concept in the
Roel case, supra, at page 232.

"hen counsel who are admitted to the
Bar of this State are retained in a matter
involving foreign law, they are responsible
to the client for the proper conduct of the
matter, and may not claim that they are not
' required to know the law of the foreign
. State (Desen v. Steinbrink, 202 App. Div.
L LTT7, afid. 236 M. g. 669). Moroover; the

conduct of abtorneys admitted here may be
regulated by our courts (lMatter of Gomoz=
Franco, 27L Aﬁp. Div. 56;8Matter of o1l
fnonymous, 274 Appe Dive C9; see Caldue Ve
Calawell, 298 N. ¥. 146, 147), and dealt.
with whon they engkge in unethical practices;
e « o A foreign law specialist, on the other
nand, is not subject to discipline; he need
not be a lawyer of any jurisdiction; he may
be without zood character; and his activities
may not even be regulated under the present
state of the law.“F | ‘

It would appear that the settlement of the unauthorized
practice proceeding referred to above was also based upon the
same principle since the sgttlement was grounded in an
- agreenent by these firms nct to reprosent clients directly
‘ but only through thelr attorneys. :

The fact that a porson may be admitted to practice
before a patent office in g foreign country does not authorize
him to advise as to the law of that jurisdiction in New York
State. This is clearly the result required by the Roel case,
‘supra, sinco the court held that an atborney admitted in
Texico could not advise as to Mexican law in New York State
unless he was adnitted to the New York Bar. Thus, even though
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triker and some of the partners in Langner are admitted
to practice bofore foreipn bars or patent offices, thisg
does nolt change the result as to the foreign patent and

trademark income. It should
rules of practice before tho

bo noted that under tho
patent office there 1is a

provision for the admission of foreign patent attorneys
and asgents having the same qualifications required of an

American patent agent on the

1032.{.1(6))0

basis of reciprocity (37 CFR

However, in a letter dated September 21, 1961

the attorneys for the Haseltine Iirm state that they had
been informed that no other country grants reciprocity to

United States attorneys and agentse

Therefore, it would

appear that the rule has no practical effect at present.

The only problem rer
decision is so strong that e
before the U, S, Patent 0ff{ic¢

because they are engaged in 1
law. There are indications

certain arcas of Federal pai

wauthorized practice of the

agent admitted to practice be¢

The court so held in the casg
of the Mederal Tax Law by an
York County Lawyers Assoclat]
aff!'a 299 N, ¥, 728). An I1]
directly with the question o]
law by a patent agent admittq
Office, held that his work
was"imauthorized practice (g
338"I11. App. 618, 88 N, E.”

Despite the above, 1
Unincorporated Business Tax ]
the U. S. Patent Office as »r
still meets the standards, fo
The patent offlce requires a
or science degree or substit

" the admission examination.

1aining is whether the Roel

ren patent agents practicing

se must be hold to be taxable
the unauthorized practice of the

in the decision that advice in

snt law would constitute

law even when given by a patent
sfore the U. S. Patent 0ffice.

> of advice on certain areas
accountant (Application of New
lon, Bercu, 273 Appe. Div. 542,
Llinois lower court, when faced

P unauthorized practice of the
5d before the U. S. Patent

sfore the patent office itself
hicaro Bar Assoclation v. Kellogs

2d 19 *

vithin the meaning of the

Law the patent agent before
pcards work before that office
r the professional exemption.
' law degree or an engineering
ute cxpericecnce to qualify for
Also, under the rules of practice

of the patent office registercd attorneys and agents must

conforr to the standards of
generally applicable to atto
United Statos (37 CFR 1.34l)
 foreign field does not meet
. of a profession. Anyone can
is no regulation as to who ¢
there is no enforceable code

In view of the abov

(1)

The Langnor, I

completed as approved by the

ethical and professional conduct

rneys before the courts of the
The patent agentts work in the

-

these essential characteristices

enter the foreign field. There
an engage in that activity and
of ethicse. S

é, the following is recommended:

arry settlement should be

Commission. To make full




disclosure, it might be prop
Cormis
before the U. S.

income from trademark and patent work before
Patent Office but has decidet

including patent agents admi

U. S. Pafent Office, from fo1

ia taxable«

(2) The attorney far

Co. should be informed that
and trademark work before th

sion has Getermined ths
Patent Offic

firm that the
registered

to their

tho U. S.
non=-lawyers,
before the
trademark work

r to inform the
t patent agents
e are oxempt as

1 that income of
tted to practice
reign and patent

r the firm ofAHaseltine, Lake &
the firmts income from patent

e U, S. Patent Office will be

considered oxempt from the unincorporated business tax butb
"its income from forecign patent and trademark work will be

considered taxable. Its inec

licensing agreements, forelg

taxable.

; (3) In relation to
‘suggest that it be reopened

rmuch of the income involved 1

and tra‘emark worlkk. That in
his income from patent and ¢
Patont Cffice should be held
from drafting licensing agre
should be considered taxable

There are also pend

. by Leon Strauss and Nelson L
the unincorporated business
admitted to practice before
of these cases have gone to
foregoing, the income of the

before the U. 3 Patent Office

income from United States tx
exempt as well if they can g
grandfather clause for practi
- the U, S. Patent O0ffice. Th
patent and trademark work sh
their income, if any, from d
foreign and domestic, should

. December 12, 1962

omo, if any, from drafting
or domestic, will also be held

the Striker determination, I

to the extent of finding how

was obtained from foreign patent
come should be held taxable while
rademark work before the U. S.
oxempt, His income, if any,’
ements, foreign and domestic,

*

ing applications for revision
dttell sceking exemption fron
tax. DBoth are patent agents

the U. S, Patent 0ffice. MNelther
fermal hearing. In view of the
se persons from patent work
should beexempt. Their
ademark applications should be
how they come within the

ice in trademark matters before
eir income, if any, from foreign
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rafting licensing agreemants,
also be taxed.

'In addition,
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9 (5-61)
BUREAU OF LAW
MEMORANDUM
FROM: Commissioners Murphy, Palestin & Macdulf
SUBJECT: . H. Bost, Counsel

Tormal Hearing - Michacl S. Striker
Yoars 1952 through 1956 = Art. 1é-A

~

The sole question to be dotermined herein is
whether or not the sctivities of the texpayer as a
patent agent constitute the practice of a profession
within tho meening end intent of sectlon 3 6 of the
Tax Law. _

The taxpayer, a patent attorney, holds several

Taropean degrees including that in oconcmics and

enginecering and was a Germen patent attorney. He came
to the United States and worked as a pateont agent
during the years involved. After boing admitted to the
bar in 1956 he becamo a patent.attorney. The hearing
officer has held that the sctivitles of the taxpayer

as o patent agont constitute the practice of a
profession within the meaning and intent of section 386
of the Tax Law., I concur.

Accordingly the determinafion~is approved,
Kindly return the entire file to this offico alter
digposition.. . ,

ﬁ%zwf./75/974;;_ T

Counsel
Bnc.
MS:8C |
November 19, 1962

Approveds TMeG

I bl . oA Al

y .
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'BUREAU OF LAW

MEMORANDUM
TO: E. H. Best, Counsel
‘FROM: Mr. Schapiro
SUBJECT; Possible professional exemptions for patent
: attorneys and/or patent agencies.

Three matters have been forwarded to this Bureau
for a repeat opinion as to whether patent attorneys
and/or agents should be granted professional exemptions
from the UBT tax. One is the Matter of Michael S. Striker,
in which a formal hearing has been held and a proposed
determination finding professional status has been
prepared by Mr., Gifford, and is supported by Mr. Arvis
Johnson in a memorandum attached to the file. The other
two matters, Leon M. Strauss and Nelson Littell, are on
the formal calendar but no hearings have, as yet, been
held.

The Littell matter concerns UBT taxes for the
period 1952-1958. Prior to 1952 the taxpayer, Littell, was
practicing as a patent attorney. He was disbarred in
1952 and thereafter solely practiced as a patent agent.
(By memorandum dated January 23, 1957, from Commissioner
Kassell to Commissioner Greene, this bureau held that on
the basis of William D, Traub v, Allen J. Goodrich et al.,
2 NYZ243 759, affg. 266 App. Div. 927, a patent agent is
not in the practice of a profession.,) The Traub case
concerned a practitioner before the Interstate Commerce
Commission (it is to be noted that since that case the
requirements of the Interstate Commerce Commission have
been made more rigorous and a certain amount of education
.is now required).

The present requirements of an applicant for a
patent .agent license from one who is not a lawyer are that.
the applicant must have an engineering degree, equivalent
education or a combination of equivalent experience and
education and must pass a technical examination. Certainly,
if an industrial engineer can be deemed to be a professional,
over which profession there is no regulatory agency, and
which profession has a mixed engineering and business
basis, then a patent agent with its intensive education
requirements, its control by a Federal regulatory agency,
and its .application of engineering problems should be

- deemed a profession also.
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The Littell matter raises the question as to the

sthical standards of the "profession of patent agents"

which permits a disbarred attorney, who can no longer be
deemed to be a patent attorney, to continue as a patent
agent. There is nothing in the record to show the reason
for such disbarrment. Therefore, although emotionally the
case is weak in the matter of Littell, 1t is much stronger
in the case of Leon M. Strauss who is a European patent
attorney and graduate engineer practicing as a patent agent
in the United States. It is extremely persuasive in the
case of Michael S, Striker in which a formal hearing has

- been held, in which the taxpayer, presently a practicing

patent attorney, is a graduate economist, engineer,

attorney, student of medical jurisprudence, patent

~attorney in Europe and a patent agent practicing in the

United States for a period of time before he was admitted
to the bar. This period of time in issue was for the
interim practice as a patent agent. The taxpayer's
attorney has written recent letters urging that at the
very least this case is an exception and that the taxpayer!s
knowledge and professional skill did not change by virtue
of the fact of his admission to the bar. It is my opinion,
however, that although it is possible to make an exception
in this case because of the facts herein, it is far

better to have a general opinion as to the professional
status of a patent agent.

Accordingly, I am sending & memorandum from you
to the Commission sustaining the determination.

Senior Attorney

MS:SC -
November 19, 196
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