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For" r1evis ion or i lefund of  Personal  Income
Ta.xe.s 

't- lncler" !,rt iLcle 16 and TJnincorporated
Br,rs lness Ta: ' ,es l lnder Art- i .c l -e ]5-A of  the
Tax La:or for" the Yea-rs l-9h-ll and 191+5

i , lax 3chen:1e1d, the ta:<,oayer, h.a.vin.3 f l1ed. a.I l  apl l l ice'-

t i .on for" r,ev' j .s: iOn 01" refi ;nc'1. of persona.l- incorne' tsxes a"nd of

r in incor : lonatod bus, iness te ; les for  tne ) re a. rs  191- fLf  and '  l -9 [5,

ani such o?,rl- i  c s.t. l  on ha.vin;: becn c'.e i l ' j -  ec' l  r arid- a ire a-r ' i .n,3 hevi.ng

be e n trel-d a-i the off j 'ces of ihe Siate Depa-r ' t i i :ent of Ta;<atj 'oi-t

anr l  . - r inance,  SO Centr .e  Stree"b,  i i ler^ i  Yor l . i :  : )Tev l  l iork  be fo : :e

l r ra .nc j . s , i .  3o ; i 1ene  I ' i € ,e , - r i nq  O f f i ce r ,  on  i ' l e i y ' 1 ,  L965  a : lC  t i l e

teX.oaye i : ,  i ' iax  ic leeni . 'e  }C- ,  he-v- i  nc;  3 i ) leared b) '  L ibe r "  & Co11iga"r r ,

of j 'a::n.aica., i i lew YorLl, 
'b, ir 

!- 'hona.s J. Libe . i : ' ,  l lsq., of cot ' i :rse 1,

:nc l  the taxpa, ; .e : :  ha,v ing beep present  i -n  person,  a 'nd t i re  recor 'd

h.a-v- 'Lng been duly  c ; tc .mined and considerec l  r

The Sta- te Tax Co, l : i r j -ss ion h 'ereb-v f inds tha ' t :
!

(1)  By nct ices o- f  a-dc l i t iona. l  a ,ssessr i rents  i rA S- t - , 'J  9528

a-nc l  AA SiB 9629,  both da. tec l  Decer tber  15,  1959,  the Sta- te  Tax

Cor i r i ' iss ion ma.de assessraents of  ac--d. r t i  onel -  te-xes aga. inst  taxpayer

for  t i re  years 19f ! .  a . ry j  l -9 l i .9r  re  soe c i ive l -y ,  b : I  reason of  iu- r the: :

rmrepcl . t ;eC incc i r ie  a-nd cer t : r i -n  c l isa ' l  lo 'n"e c l  c 'ed i : -cb- i  ons '  - ror  'u i le

Tf  s .y  l -91-1,11, ,  i t  aSsessed ar lc l j - i j .cna. l  no1 ' i , ta l  ta-x  in  the '  ar lount  o f

: l i 2 r3014 .88 ,  anc l .  a -c l c l i i o re , l  u4 i l co l j l 3c I ' o - ted 'ou r -s : - l r e ; s  t a : "  i n  t i r e

a. rnor ]* t t  o f  J I r l l l r2 .O] ,  to  a.  to ta l  o . f  e . ; .1 . r l i - i : i -oc: l  -L ' : : ;as,  l t t , . l
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pena.Lt ies and interest  of  $e0 ,533,07 ;  f  or  the yoe:r  1-9l+5, tho Com-

raission assessecl a.dditiona]. normal tax in the arnount of $1r3l-3.36

and additiona-L unincorporated business tax in the amount of

$11010.79, to s.  total  of  ad.di t ional  taxos, and. penal- t ies and

in te res t  o f  l )12 ,1?B. l$  f  o r  tha . t  J .earo

The sa. ic l  tots. ]s a.s to both years uere arr ived a-t  by

doubling the agg;regate ta:t dne in ea.ch yea.r, and a.d.ding tn-ereto

a furiher. charge at the ra"te of 1,4 per month dov'rn to October ]-5,

I95gr FU.Fsu.ant to the ar.lthority of Tax Lar^r sectlon 377'3 pro-

viding for su.ch penalti-es in 'cases of r"i i1-1-frr11y fa.Ise returnns

made l . r i th intent to evad.e 'bhe tax.

.  (2)  At  the t i i i :e of  the addi t j -ona. l  assesstnents ln

]-95g the tax;re-yerts sta. te income tax retur i rs for  19t14 and 1945

had been desi ; royecJ. in a.ccord ance wi. th tho Depar ' imentts pra.ct ice.

The e. id. i t io i ra l  assessrnents in 1959 were 'oased on a-

r ' r r i t ten report  ma.de b; '  an invest iga-tor of  th is Depa'r tment

supplemented. by and ba.sed- on a report by tho fed.eral Trea.sury

Depa.r tment by let te.r  ad.dressed to the texpa; 'en dated" iu ly 9,  1951t

sumiaa-rizinq an a.Lrdit of t l ie taxpayerrs fed.eral returns for the

yeaJs  under  cons i -dera t ion .

In the years under consid.era.tion, 19LAL and 191+5, the

taxpa.ye:: rea.de returns of norn.a.l and" unincorporated business tax

a.s a.  jobber  of  dress t r i rn l t ings. tn 19Ll[, his norroa.]- incon're

reported. for  pLlrposes of  sta 'ce taxesr 8.s constru.cted- f ro in his

federa. l  returns was ; i ;13r591r.38 for norrnal  incone ta: ' "  pu'rposest

and. i !20 ,J514.,28 for unincorpora-tod bu-siness ta.x pu-r i loses. In

f9\5,  the ts: lpa-y€.r ts i 'Tew York nornal  incolrer 3.s ccnstru-ciedt
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l rss $5r l l l l8.37 and his incorne sutr ;ect  to unj .ncorporated business

tax, the arnount of lp8 rL72..56,

fn 19!4 he was assessed on a.cld.it ional income of

$l+3r4oa.68 for norma-l tax pu.r"poses, and on $3r 1832,78 for

unincorpore-ted. business tax.  This total  a.dd. i t ioneL income for.

191+4 ref lected the d. isal- loning of  certain i ter , rs of  e;(pense cl is-

allor',red on the federal r.etu-r'ns and the ad.d.inE of the a:i:ournt of

d j3914711.78  in  unrepor ted  sa . les .

. The tota.I add.j- 'uional incorne in 191+5 for nornal tax

purrposes r^r.a.s fixed. in the alioui:t of $391832-.54, &d for" unin-

corporsa.tecl .  business tax purroses, in the a. , - .normt of  $32 rO58,35.

These figrr.res for' 191.f5 sirnilarly r, iere a::rived at by d.isallowing

certa. in i terns of  expense tha-t  were disal lor+ed on fed.eral  a-udi t

anci by a.cld,ing th.e ainount of ii39 1798,35 Ln a.cl.ditiona.l r:nrepor.ted.

ss . les .

These mod.if j.cai;j.ons a.:f lter certa.in staiutory allotrences

fo:r  state tax pu.rposos resu. l ted in the iotal-  addi t ional  income

stated fo:: each of the ' i ;wc ye ar:s.

(3 )  The Depar tnent ts  inves t lga . to r rs  repor t  a t  the

t ime of  such addi . t ional-  a.ssessments in : . .959 ind. ica' i ;ed that there

wa.s a fod.e'ral indictrn.ent arising out of taxpa.yerts returng for'

the years r .mder considerat ion,  as a- resul t  of  which taxpayer

l ras convicted and. pa- id.  t r+o f ines toto- l ing $3rOOO

In fa.ct ,  and. a.ccord. i .ng to a recent report  of  an in-

spec t i -on  o i  the  c r im i -na l  cour t  doc lco t  o f  the  I i .S .  D is t r i c t

Court ,  8. t  l ' iew Yonlc,  i [ew Yorh under docket ido.  135-27, judgirent

J ^  ^ J 6

i ' i o .  b J J S o t entered. Apr i l  2,  I95I ,  o.ge- i .nst  the taxpa.; 'er ,
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t lax Schenfold, who vra.s indicted on two counts for attempting

to evade federa1 income ta:ces for thre years 19!4 and 191+5'

After pleacling not guilty on l{a.rch J-lp, Ig51., the defend'ant

taxpayer plead.ed guilty on April 2, ]1SL and on April 23' L951,

he wa-s sentenced. to pa.y a f ine of  q; t  ,5OO on ea-ch of  the counts

to  a .  to ta l  o f  $3 '000.  0n  Apr i l  30 ,  L95r ,  the  de fendant  pa id

the  surm o f  $3 ,OOo.

(h) The ta: ipaye::  ln the present proceeding f i led

appl tca. t lons for  revis ion or refuncl  as to the addi t ional

assessrnents for  bot l :19tr [  and- 19[5,  sta ' t ing therein only that  he

ra.ised. questions of }a.w a.nd. fact. The ob jections actually mad'e

in texpayerrs boha. l f  t rere tha. t  there i , Ias no ad'equa' te basis for

asseJstnents prerni-sed on fra-ud, and thai the s.Ssessrcents were

ther"efore r-rntirnely ma.d.e; and the.t the add"it ional assessments

were excessive in a-ny case in that  no al lowance l la 's made for

the cost o-f  good.s sold.r  4s an expense to be of fset  against

tbe procee d.s of  t i :e asserted unreported'  sa- les '

$) At t l:e time of the add.it iona.l a.ssessments mad'e

by rea.son of  a f inding tha.t  the returns und.e:r  considerat ion

w6re false ana. r la.udulent,  the state Tax cormTrissi-on, i t  is

forrnd, .hre.s informed. b;r  i ts  invest igaiorts sepor i  thet  t i re tarc-

payer ha.d bee.n convicted of a.ttempted. fede'ra-l incone tax evasion

for the years under considera. t j .on;  and. 'che informat ion so

reported. i ' . ra.s in f  act  i rue.

(6 ) I ]he taxpayerd id ,no i ; tes t i f ya t thehear lnghere in

pursuant to r , ih ich t j r is  determina-t ion is m.a.de, and, i t  is  found,

ihere i /a.s no test imony by any witness in his behel f . ,  of  any
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evid.encer. th.at the arnounts of net incorne conrputed and roportod

by taxpayen for staie tax purposes in lgtdl and 191+5 d.id. not.

in fact reflect a.11 tb.e costs of all sa-1es ma.d.er including

those sa.l-e.s on r"rhich ir.e did. not report the incono or pay taxes.

Upon the foregoing fa.cts and find.j-ngs and all the

evj"d.ence herein,  the State Tax Cormission hereby

DETI]R1,'1I1{ES:

(A) That the a.dd. i t ionaf-  ass€ssmenis under consid.erat ion,

wirich T^rerae based on a fincling of ir- 'r1fu1ly false retunns r^dth

intent to eva.d-e ti:e tax in the yea:rs uncler consid.era.tion,

were ad.equately supirorted by the infor.:rra.tion the Departmei:t had

a.t th.e time of such findi-ngs and. assessm.ents, and. said a.ss€se-

m.ents rvere not arbi t ra ly or,  unree.sonable.

(B) That,  in the absence of  evid.ence that the costs

already taken b;"  taxpayer,  and. ref lected. in ihe taxpayerrs

returns for  the yea.rs in qu-est i .on,  vrere not the fu l l  costs,

including costs rela. ted to sales i . ih ich the ta-xpayer did not

includ.e in incone or pay taxes on, the Departn"entrs not making

any specia. l  a. l lowance, i tsel f  ,  ( in comput ing the add. i t ional

assessments) for  est imated. costs of  goods so1d. in such unreported.

sa- lesr 4s 9n of fset  to incorce froro such sal-es,  was not unreason-

able or unlawfu.l.

(C) Thai  the ad.dj- t iona. l  a.ssessments,  both d.ated

Decernber 16, :rg59, for the yea:'s 19[tL errd. 191t.5' respectively,

a.ssessing ta-x pona. l iy  and interest  to a.  'botel  of  . r20 1533-O7

for 1911J1, and r i12,178 .55 f  or  L9!r5r &s of  0ctober l -5,  1959,

viere l-a"r"rfuI and correct, pursuant to pr"ovisions of fax Lar"i
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sectj.on IJJ provid.ing for. assessment at arly t ime in the caso

of a r{i l-fully false or fraud.ulent retl lrn with intent to evade

tho tax,  and pu.rsuant to Tax Law sect ion 377.3 providing for

doubling tho tax due and increasing it a.t the rate of l?1"

nronthly iuhile unpaid in such ca.ses of faj.se or fra.ud-ul-ent

returns.  Tho said assessrnents are therefore af f i rmed..

And i t  ls  So Orclerod.

DATED: Alba.rry, lTew York this gth day  o f  Manch,  L97O. . , .

STATE TfiT COi'i}'ilSSIO}T

i ^
IFh,ffi.*c*


