
STATE OF NE!{ YORK

STATE TAX COMMISSION

In the Matter of the petit ion :

o f :

PALETTE DESIGNS : DECISION

for  Redeterminat ion of  Def ic iency or  3
for Refund of Unincorporat,ed Business :
Tax under  Ar t ic le  23 6f  the Tax Law z.
for the Year 1966

Pet i t ioner ,  Palet te  Designs,  has f i led a pet i t ion for  red.et ,er -

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

under  Ar t ic re 23 of  the Tax Law for  the year  1966.  ( r i le  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 s tate Tax commiss ion,  B0 centre s t reet ,

New York,  New Yorkr  oD June 2L,  Lg72,  dt  l :15 p.M.  pet i t ioner

appeared by Alvin o.orr=, c.p.A. l tre rncome Tax Bureau appeared

by SauI  Heckelman,  Esq. ,  (A1ber t  J .  Rossi ,  Esq. , ,  o f  Counsel ) .

rSSUE

Did the business act iv i t ies of  pet i t ioner ,  pa let te  Designs,

dur ing the year  1966 const i tu te the pract ice of .  a  profess ion?

FINDTNGS OF FACT

1.  Pet i t ioner ,  paret te  Designs,  fLred a New york s tate

income and unincorporated business tax partnership return for the

year  1966.  r t  s ta ted on sa id return that  i ts  net  income for  sa id
year  was not  subject  to  the unincorporated business !ax.

2. on Februarlf  Lg, 196g, the Income Tax Bureau issued a

Statement  of  Audi t  Changes against  pet i t ioner ,  pa let te  Desig ls ,

imposing unincorporated business tax in  the sum of  $g22.76 upon

the income received by i t  f rom i ts  bus iness act iv i t ies dur ing t1e

]zear  1966 and accord ingry issued a Not ice of  Def ic iency in  the

sum o f  $969 .50 .
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3.  Pet i t ioner ,  Palet te  Designs,  was a pay ' tnership formed by
I

Er ich R.  Sinner ,  F io l " landrogona,  and Rober t  Jackenthal  in  1965.

They a l l  act ive ly  par t ic ipated in  the business la f fa i rs  of  the
I

partnership during the year 1966. 
I

4. Erich R. Sinner was a graduate of pratl t  Insti tute with

a Bachel -or  o f  Sc ience degree in  the f ie ld  of  iJ t " r io"  des igning.

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

use of  co lors  in  t , ra f f ic  safety .  He worked orr 'an"  des ign of  the

inter ior  o f  the Genera l  Motors bui ld ing in  Newark,  New Jersey.

He created d isp lay designs for  leading New York depar tment  s tores.

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

5.  F io l4androgona 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 probrems

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  d .es 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

"wal lpaper  & wal lcover ings" .  He d id not  become a "profess ional

member"  of  the Nat ionar  soc iety  of  rn ter ior 'Designers unt i r

August  I ,  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 ,

Palet te  Designs.  \ ,

7 .  The business act iv i t ies of  pet i t ioner ,  Palet te  Designs,

dur ing the year  1966 eonsis ted qf  des igning and consul t 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€t ,  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

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

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

prdblems connected with the print ing of colors or designs on fabrics.

t'
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8. Drring the year Lg66, mor.e than 8e% of petit ioner,

Palet te Designs, business income was der ived from personal

services rendered by i ts partners.  capi ta l  was not a mater ia l

income produeing factor.

CONCI,USIO}JS OF LAW

A. That a partnership engaged in practice of a profession

is subject to the unincorporated business tax if any one of its

partners does not quar i fy as a professionar.  Therefore,  even i f

it is assumed that petit ioner, palette Designsr wEls engaged in

the pract ice of  the profession of  industr iar  design, i t  ie not

entit led to a professional exempt,ion under section zo3 (c) of the

Tax r,aw since Roberit ,rackenthal, an active partner of the firm,

did not qual i fy as a profess. ional  industr ia l  designer in accordance

with the meaning and intent of  NyCRR 29L.4e.39 (c) .

B. Ttrat the petit ion of Palette Designs is denied and the

Not ice of  Def ic iency issued February 19, 1969, is sustained.

DATED: A1bany, New York
,Ianuary 16, L973

STATE TAX COMMISSION

COMMISSIONER

COMMISSION


