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@?ninzeun Marphy, Meoduff sad Conloa
B. K. Best, Connsel

Nora Lawrence, individually and as Maiaistratrix
of the Rstate of Eeary Lawrencs, Deceased

Petition for redeteraminstiona of a deficiency or
for refund of nningorporated dusiness taxes under
Article 23 of the Tax Law for the year 1960

FROM:

SUBJECT:

The issue presented herein is vhether imcome in the
sun of §13,392.4k reported by the decedent taxpayer,
Henry Lawrence, az normal income represented sdditicmal
business income subject to unimcorporated business tax ia
accordance with section 70% of the Tax lLav.

The decedent, Heary Lavrence, vas engaged in a reteil ,
talloring, cleaning and pressing business im New York City
from 1957 uatil his death on September 20, 1962. The taxpayer's
sstate wvas unable to submit any books and records on the grousd
that the records were left with the taxpayer's former acoouatant
vho subsequeatly died., The taxpayer reported om his normal tax
retura the amouat of §13,392.44 as income from other sources,
vhich amount was not udmu on his unineorporated dusiness
- tax retura. Upon failure of the taxpayer to supply information

as to the source of the aforesaid amount, an sdditiomal

uaincorporated business tax was assessed in the moust of
$434.86. The taxpayer's representetive contends thet this
amount roaumts wagering gainsad is not subdeet to unineorporated
business taxes. HRowaver, the representative’s statemeats wi
respect to the nature of the decessed taxpayer's activities
(page 18 of the mirutes) could alsoc be imterpreted to msan that
in addition to wagering, the taxpayer was also in the giabling
business by taking didsmd policy numbers.

~ The primary question to be resclved therefore is the

source of the taxpayer's other income. Such imeome could d»e
derived from three Qifferent sources: (1) the um{a"s
business of retsil tailoring, (2) from gambling, or (3) from
wageriag. Unincorporated business tsxes could be imposed if
the income vas derived from the yor's business of retail
tailoring or from gambliag. There is some doudt, hovever, as
to wvhether unincorporated busisess taxes could bde imposed if
the tazpayer's income was derived solely from vagering.




Qe

A report of Federal aundit for the period uader review
and periods prior aasd subsequent thereto was exsmined ia order
to help ascertaia the souroce of the other income, despite the
fact t the repert raferred to ineome other thaa the .M
listed by the taxpayer as ineome from other sources. Inn!nnu
::’ “2 reports au:umimt the n:ml ; cnu:-‘sa‘:::a".

osed a2 § per ceat a enge penal groun

tazpayer vas aged in u!qci uﬂﬂ{iﬁ a erline nature
and had failed to file proper reports. The Iaternal Revesie Servies
sharacterised certain unreported additional income for the year
1960 either as wagering gains or as ineome froam g:: s Wt
did not impose the 10 per cent gemdler's exeise against the
taxpayer. Thus, the aature of sourece of the taxpaysr':
03:: income conld mot be ascertained from the report of Feleral
a . ,

The Nearing 0fficer's proposed determination mekes 2o
£inding as to vhether or aot the gains were from wagering or
ambling. Instead, the additionsl ineome as aserided to the
gw- ar's tailoring busisess on the ground that ac books and
records of the taxpayer are availadble to'show otherwise.

In viev of the lagk of suech records or the laek of aay
eleay gﬁi‘“" as tocthe nature of the other income, I believe
that Hearing Officer's proposed determination d the
;otittua should be approved on the grounds set forth

eaying Officer.

' If you agree, kindly siga one originsl and three sopies
of the propos «%nmtun and ntur: to the Lavw Burean for
further proeessing.

/s/ E. H. BEST

Gounsel

MBrawiea ,
Ene,. 2 - RE- GTY\)\
i

February 23, 1987
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STATR TAX COMNISBION
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W TV NATTIR OF THR PYYITION

FOR TER YRAR 1960,

Nevs Lawvense, individually end o0 sininietoatein of the
Totate of Henvy Lawrense; Dessased; haviag filed a petitien for Se-
deternination of a Sefietecey o for yefund of wninserpersted Dusitess
Sax wnder Avtiele 23 of the Tax Lew for the yeur 1960 end s Deaving
having Yeen Deld $n comnestion Wherevith gt the offfes of the Sl
mmﬂiwmmm"ﬂm"‘!.”wmnﬂ
Septenber, 1960, Yefere Soleucn Sles, Pearving Cifiese of the Depavtaent
of Tamation and Finsnes 5t vhich hearing Whe taIparer vas Fepresented
W Golfvey K, Yurreing, Tog.y Sestineny Deving deek talion and the matitee

(1) That the Sespayers, Nenry eid Nevs lawrencs, filed o jeint
Bev Tork Gtate ineene tax resident return for the year 1960 Sn whied
they veported Tedersl adjusted gross inssus in the sum of $00,917.9%
Hhat tncluded i ssi€ veturs the taspayers reperted met prefit fren
usiness contusted by She Secodent, Nempy Lawrente, in the wn of
§6,507,08, ineome frem faterest, $970.0h and inceme frem OWer sourees
1a the sum of $13,392.,00¢ Shat they reperted New Yok f%entsed dedus-
Sions in the swn of $1,303.22 ant FNew York Sazable inesme in e swm
of $17,014,30) that the tasparer Neary Lewrense, f1le8 & Fow Tosk State
wnineerpereted Wainess tax yoturn for the yoor 1960 tn viieh e Poo

ported total reseipts in the eum of $11,279.70 and Wusiness enpenses in
the sum of 332,60 or & net prefit fyen sei¢ Wmotnese In Ve swm of
$6,907.083 that on April 13, 1966, the Departneat of Tamtion end

wln




Finence fssued & statemsat of snift changes isposing efditienal waine
eorperated Wueiness tan on the sun of §13,393.0% reperted o0 Snesue
mmmmmmmwmmh
mmﬁﬂﬂuﬂnﬁM«mawm:de‘t
seesriingly 1eswed & notice of deftetensy therefer.

| (2) That the desedent Benvy lLeovvence Guring the pevied fyen
sppreinstely 1957 to 1962 opevated & retail tatlering, cleening end
pressing establishment ot 2706 01 Avenus S the City snd State of
Fow York; Wat the Gecodent Saspayer, Nenvy Leuvence, €106 on Dosenber
~m:ﬂnmmmmmmmmmua
Ms satats 1n the Predate Cowrt of New Jersey, sometine in 1963y Whad
Guping the year 1960 the Sazpayer opersted Vboaferemntionsé retedl
m~~~mmamnmmmganhmm
mmmamm-wommauuumm
m;mumm&wmmmmw
Sarpayer vetintained o day-beck %0 fndicate Yessipts and disduresnmnts
and maintained o regular ehesking adecunt; that all mendes veseived by
mmw:mmwummmm
Wat the vecerds of the desedent Smparer ineluding the Gayebosky, desk
mm.mmmnwwuuamu |
mmmcumummmumm
mmmmmnmmmumwm
Mwhrmwwta-mMNMum
#44tad at e beaving, ﬂ

(3) Thet althoush Ve texpayers eeatend that the faseme of
$13, 3920 veparted 1n Iten 12, Sehedule C of the ineome tax Feturn
for the year 1960 sepresented Sncene frew wagering geins ond a 80
wmmmnmm»wm
Sany they dave falled 10 cotadlish thet the ebove mentionsd fnemme
tnoeme of $13,392.00 vepresented ané was properly censidered o662%imne)
m«mmuwmmumum
vith the fatent snt memning of sestions 70k & 705, Arttele 2) of the
Tax Lam,
wlle
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Mmmmwmwnmmm
S%ate ineoie Sax restident return for the year 1960 wméer It AN,
Sebodule € Shepeef 15 the sum of $11,390,0h omstitated aféitianal
mstiness faswme of the decefont tazpayer Nenry Lavrence subjoot %0
Wiineorperated business tax 1a soserdance VAR sesticme TON & $OF): ¢
Artiale 23 of e Tax Levj thet She statenent of undit shenges and
netice of Goffefensy ave ooPveet) that the seme de net fuelute anp
and What the taspader's petition for redlerninetien of s deficionsy
of unimesrpereted dusiness tax bo and Do ssme is Jevedy Cimnissed,
BATYD: Aldeny, Wew Tovk, on the Cth dayef  forch o 3987,

STATR TAX COMMICAION

/s/ _ JOSEPH H. MUREEE | '

-/s/ JAMES R. MACDUFF
/s/ WALTER MACLYN CONLON




