
STATE OF I{Et{ YORK
STATE ?AX COIOTISSIOil

In thc l{atter of the Petltion
:

of

PAJ,ETTE DESIGNS :

:
For a Redctermlmtl.on of a Deflclency or
a Ref irnd of Unincorporated Business:
Taxee under Arttele(s) 23 of the
Tax Iaw for the (fear(s) 1966 :

State of Nery York
County of .{lbany

Martha Funaro r belng duly ewornl depoaes and aaye that

she ls an enployee of the llepartnent of Taxation and Flnancer ovcr 18 years of

agel and that on the l6th day of January , L973 I shc rervcd the wlthtn

lfotl.ce of llecislon (or Deteminatlon) by (certifted) nalJ- upon Palette Designs

(reBresentatLve of) the petltloner ln the rithl.n

proeeedlngr by enelosl.ng a true copy thcreof in a seeurely seal€d poetpald

wrapper addressed as follows: Palette Desigrns
303 Fifth Avenue

New York, New York

and by dcpoatttng sme errclosed Ln a postpaLd properly addreaged rrapper ln a

(post offlce or offl.cl.aL deposltory) under the exclusl.ve care and enetody of

the llnited Stateg Post Office Departlcnt wlthln the State of l{cr York.

Ttrat deponent firrther BayE that the sald addressee ia the (repreaentatlve

of) petttl.oner hereLn and that the address set forth on eal.d rrappeti la the lart

known address of the (relnesentatl.vc of thc) petlti.oner.

Sworn to before ne thls

I6th day of January , 197tr

ATFIITAYIT OF }IAIIIXC
OF IIOTICE OF DECISIOT
8Y (CERrrrrED) Hur,



STATE OF IIEI{ YORK
STATE TAX Coltltrssroil

In thc Matter of the Petltion
:

of
PALETTE DESIGNS :

:
For a Redcterrlnation of a Deflclency or
a Refund of Unincorporated, Business :
laxes under Artfcle(s) 23 of the
Tax law for the (Year(s) L966 :

State of lfew York
County of ALbany

Martha Funaro , belng duly eworn, depoees and aaya that

she is an enpJ.oyee of the l),epartnent of Taxation and Financcl ovcr 18 years of

a8er and that on the l6th6sy 66 January t L973, she aewcd thc wlthLn

lfotice of llecislon (or Deteminatlon) by (certlfied) naIL upon Alvin Arons

(regrreaentatlve of) the petltloner ln the rlthLn

proeeedingl by errcloelng a true copy thereof Ln a seeurely seal€d poetpald

wrapper addrcssed as follow"t 
lot"iolff:t;""r
Hackensack,  New,Tersey

and by depoaltlng eme errclosed in a postpald properly addressed rrapper ln a

(post office or offtclat. deposttory) under the exclusl.ve care end euetody of

the llnlted States Post Offlce Departucnt wlthln the State of lleu York.

That deponent frrrther Baye that the sald addreaaee la thc (repreeertative

of) petttl.oner hereLn and that the address set forth on eaid rrapper Le the laet

known addreas of the (re;nreeentatl,ve of the) petltioner.

AFPIDAVIT OF }IAILITG
OF IIOfICE OF DECISIOT
BY (cERrrFrED) HArr,

Sworn to before ne thls

16th. day of January r L973.



STATE TAX COMMISSION

N O R M A N  F .  G A L L M A N ,  P R E S I D E N T

A .  B R U C E  M A N L E Y

M I L T O N  K O E R N E R

STATE OF NEW YORK

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, ROOM 2I4A

STATE CAMPUS
ALBANY, N. Y. l22zl

A R E A  C @ E  5 1 8
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htid I Albany, New york

ilrnrnry 16, 1973

StATl  TAX COMMr33rOi l

xEAiDtc uI tT

EOUARD ROOK

SECRETARY TO
coMMtS3t0r

A00iE33 YOUi nEPLV tO

Trl.rttr Drr{gnr
3Ot llfth lnmun
iil, fort, n;f Tort.

Oreitlmr

Please take notice of the OlCtf,IOn
the State Tax Commission enclosed herewith.

Please take further notice that pursuant to laCtl'OS
the Tax Law any proceeding in court to review an adverse

i[ Ibathr

of

722 aC
decision
aftermust be commenced within

the date of this notice.

Any inquir ies conceming the computation of tax due or refund al lowed

in accordance with this decision or concerning any other matter relat-

ing hereto may be addressed to the undersigned. These wil l  be referred

to the proper party for reply.

Very

HEARING OFFICER

Petit ion er 's Representative
Law Bureau

AD-I.L2 (7 /7O)



STATE OF NEW YORK

STATE TAX COMMISSION

fn the Matter of the Petit ion

o f

PALETTE DESIGNS

for  Redeterminat ion of  Def ic iency or
for  Refund of  Unincorporated Business
Tax under  Ar t ic le  23 of  the Tax Law
fo r  t he  Year  L966 .

DECISION

Pet i t ioner ,  Palet te  Designs,  has f i led a pet i t ion for  redeter-

minat ion of  def ic iency or  for  re fund of  un incorporated business tax

under  A r t i c l e  23  o f  t he  Tax  Law fo r  t he  yea r  L966 .  (F i l e  No .  3463) .

A formal  hear ing was held before Paul  B.  Coburn,  Hear ing Of f icer ,

a t  the of f ices of  the State Tax Commiss ion,  B0 Centre Street ,

New York ,  New York ,  o r r  June  2L ,  L972 ,  d t  1 :15  P .M.  Pe t i t i one r

appeared by Alv in  Arons,  C.P.A.  The Income Tax Bureau appeared

by  Sau l  Hecke lman ,  Ese . ,  (A lbe r t  J .  Ross i ,  Ese . ,  o f  Counse l ) .

ISSUE

Did the business

during the year L966

ac t i v i t i es  o f  pe t i t i one r ,

const i tu te the pract ice of

FINDINGS OF FACT

Pa le t te  Des igns ,

a  p ro fess ion?

l .  Pet i t ioner ,  Palet te  Designs,  f i led a New York State

income and unincorporated business tax partnership return for the

year  L966.  I t  s ta ted on sa id return that  i ts  net  income for  sa id

year  was not  subject  to  the unincorporated business tax.

2.  On February L9,  1968,  the Income Tax Bureau issued a

Statement  of  Audi t  Changes against  pet i t ioner ,  Palet te  Designs,

imposing unincorporated business tax in  the sum of  ;922.76 upon

the income received by i t  f rom i ts  bus iness act iv i t ies dur ing the

year  L966 and accord ingly  issued a Not ice of  Def ic iency in  the

sum o f  S969 .50 .
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3.  Pet i t ioner ,  Palet te  Designs,  was a par tnership formed by

Erich R. Sinner, Fio Mandrogona, and Robert Jackenthal in 1965.

Ihey a l l  act ive ly  par t ic ipated in  the business af fa i rs  of  the

par tnership dur ing the year  L966.

4.  Er ich R.  Sinner  was a graduate of  Prat t  Inst i tu te wi th

a Bachel -or  o f  Sc ience degree in  the f ie ld  of  in ter ior  des igning.

He was a consultant to the Garden State Parkway Authority on the

use of  co lors  in  t ra f f ic  safety .  He worked on the design of  the

interior of the General Motors building in Newark, New Jersey.

He created display designs for leading New York department stores.

He was a member of  the Nat ional  Society  of  In ter ior  Designers.

5.  F io Mandrogona was a graduate of  the Profess ional  School

of  Industr ia l  Ar ts  wi th  a degree in  the f ie ld  of  indust r ia l  and

archi tectura l  des ign.  He specia l ized in  the design problems

pecul iar  to  the f ie ld  of  v iny l .  He was a member of  the Nat ional

Society  of  In ter ior  Designers.

6. Robert Jackenthal did not have any formal education beyond

high school .  He d id not  a t tend co l lege.  He d id not  have a degree

in industr ia l  des ign.  He has wr i t ten an ar t ic le  on the usage of

wal lpaper  in  industr ia l  des ign in  a t rade publ icat ion known as

"Wa l lpaper  &  Wa l l cove r ings " .  He  d id  no t  become a  "p ro fess iona l

member"  of  the Nat ional  Society  of  In ter ior  Designers unt i l

August  l ,  1968.  He had s ix  years of  pract ica l  exper ience in  the

inter ior  des ign f ie ld  pr ior  to  becoming a par tner  of  pet i t ioner ,

Pa le t te  Des igns .

7 -  f t re  bus iness act iv i t ies of  pet i t ioner ,  Palet te  Designs,

during the year L966 consisted of designing and consult ing on the

design of  pat terns for  industr ia l  and commerc ia l  use.  This  inc luded

designs for  fabr ics,  wal lpap€r ,  automot ive in ter iors ,  f loor ing,

wal lboards and d isp lays.  I t  a lso consul ted wi th  industr ia l  and

commerc ia l  bus inesses on the proper  use of  co lor  and design for

var ious types of  products .  This  inc luded analys is  of  technica l

problems connected wi th  the pr in t ing of  co lors  or  des igns on fabr ics.
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B.  Dur ing the year  L966,  more than BA% of  pet i t ioner ,

Palet te  Designs,  bus iness income was der ived f rom personal

serv ices rendered by i ts  par tners.  Capi ta l  was not  a  mater ia l

income producing factor .

CONCLUSTONS OF LAW

A. That  a par tnership engaged in  pract ice of  a  profess ion

is  subject  to  the unincorporated business tax i f  any one of  i ts

par tners does not  qual i fy  as a profess ional .  fherefore,  even i f

i t  is  assumed that  pet i t ioner ,  Palet te  Designs,  was engaged in

the pract ice of  the profess ion of  ind.ust r ia l  des ign,  i t  is  not

ent i t led to  a profess ional  exempt ion under  sect ion 703 (c)  o f  the

Tax Law since Robert Jackenthal, an active partner of the f irm,

d id not  qual i fy  as a profess ional  indust r ia l  des igner  in  accordance

w i th  the  mean ing  and  i n ten t  o f  NYCRR 28L .4Q.39  ( c ) .

B.  fhat  the pet i t ion of  Palet te  Designs is  denied and Lhe

No t i ce  o f  De f i c i ency  i ssued  Februa ry  19 ,  1968 ,  i s  sus ta ined .

DATED: Albany, New York
January 16, T973

STATE TAX COMMTSSTON

COMMISSIONER

f'tr-*[-.)G^.-.-,* -
COMMISSIONER

ISSIONE


