
STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Pet l t lon

o f
AARON J. BROWN

For a Redetermlnat ion of a Def ic iency or
a Revision of a Determinatlon or a Refund
of Unincorporated. Business
Taxes under Art icle(*) 23 of the
Tax Lawrfor the Year(e)ruElt6Ecggdd€ft 

.^^ -: d, rg66.

State of New York
County of Albany

Violet Walker , beLng duly sworn, depoeee and eays that

she is an employee of the Department of Taxation and Finance, over 18 years of

age, and that on the l/+th day of Jr:ne , L9 77, she served the wtthln

Notice of Decision by (certlfted) mail upon Aaron J. Brown

M the petltioner ln the wlthln proceedlngt

by enclosing a true copy thereof ln a securely sealed poetpald wrapper addreesed

as foLl.ows: Ivlr. Aaron J. Brown
3725 Sorfih Ocean Drive
Hollywootl, Florida

and by depositing same enclosed ln a postpaid properly addressed wrapper tn a

(post office or offlclal depository) under the excl.uslve care and custody of

the Unlted Statee Postal- Service wlthln the State of New York.

T h a t d e p o n e n t f u r t h e r s a y s t h a t t h e s a i d a d d r e 8 8 e e 1 s t h e ( x f f i ?

SftffiX petttioner herein and that the address set forth on eald wrapper ls the

last knonrr address of the (ffi petl.tLoner.

Sworn to before me thls

l/rth day of Jr:ne , L977.

AFFIDAVIT OF MAILING

rA-3 (2176)



STATE OF NEW YORK
STATE TN( COMMISSION

In the Matter of the Petitlon

o f

AARON J. BROWN

For a Redeterminat ion of a Def icLency or
a RevLsion of a DetermLnatlon or a Refund
of Unincorporated Business
Taxes under Art ic le(q) 23 of the
Tax Law,for the Year(s) PEcEQufigdfiOI

State of New York
County of Albany

Violet Walker

she is an empt-oyee of the Department

age, and that on the 141i1 day of

Notice of Decision

AFFIDAVIT OF MAILING

a963 R' 196L^ '1965 anrl 1966.

, betng duly sworn, depoees and Eays that

of Taxatlon and Flnance, over 18 yeare of

(representatlve of)

by encLosing a true copy thereof in a

as folLows: Harolcl N. London
393 Seventh Avenue
New York, New York

Jr:ne , L977 , ehe eerived the wLthl'n

by (certifled) mail upon Harold N. London

the petltioner ln the within proceedlng,

securely eealed postpald wrapPer addreeeed

and by deposLtlng same enclosed in a poetpaid properLy addressed wrapper ln a

(post offlce or officlal deposltory) under the excluslve care and custody of

the Unlted Stages Postal  Servlce wlthin the State of New York.

That deponenB further says that the sald addreaaee is Lhe (repreaentattve

of the) petltLoner herein and that the address set forth on sald lrrapper ls the

Last known address of the (representative of the) peEltioner.

Sworn

14ttt

to before me thls

rA4 Ql76)



STATE OF NEW YORK
DEPARTMENT OF TA)(ATION AND FINANCE

TAX APPEALS BUREAU
S T A T E  C A M P U S

A L B A N Y ,  N . Y .  1 2 2 2 7

&fir 1,4' lf?t

AODRESS YOUR REPLY  TO

TEL EPH.N E: tr,. tlf,LillEl,,il

STATE TAX COMMISSION

r
lffs f, Erpm
lfrs} finfitr Oona Mrr
eilflnoi" frlm{ih

bril l&. Broml

Please take notice of the hf*dn
of the State Tax Conunission enclosed herewith.

Please take further notice that Pursuant to
Section(f ) TU of the -Tax La1, 1nV
proceediig in court to revient an adverse deci-
sion must be cormnenced within I mt[|
from the date of this notice.

Inquiries concerning the computation of
due or refund allowed in accordance with
decision or concerning any other matter

Lo the unde
proper pa

v

at ive :

tax
this

relative

l y .
hereto nay be addressed
wi1L be referred to the

Enc.

Pet i t loner 's Repre
bmlil t, lmilro
!S5ffilrw
f.r lortr til la.t
Taxing Bureau's Representat ive:

Eliil

rA -1 .12  (L176)



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petit ion

o f

AARON J. BROI/ilN

for Redetermination of Deficiency or
for Refund of Unincorporated Business
Tax under Art icle 23 of the Tax Law
fo r  t he  Years  1963 ,  L964 ,  L965  and  L966 .

DECISION

Peti t ioner,  Aaron J.  Brown, has f i led a pet i t ion for  redeter-

mination of deficiency or for refund of unincorporated business tax

rrrrder Article 23 of the Tax Law for the years 1963 , L964, L965 and

L966 (File Nos. I2L37549 and 52083284). A formal hearing was held

before Paul  B.  Coburn, Hear ing Off icer,  at  the of f ices of  the State

Tax Comrnission, 80 Centre Street, New York, New York on November t9,

L970 a t  9 :15  A.M.  Pet i t ioner  appeared by  Haro ld  N.  London,  C.P.A.

The Income Tax Bureau appeared by Edward H. Best,  Esq.,  (Solomon Sies,

Esq.  ,  o f  counse l )  .

FINDINGS OF FACT

1. Pet i t ioner,  Aaron J.  Brown, f i led unincorporated business

tax returns for  the years 1963, L964, L965 and 1966. He reported as

taxable income on these returns the net income received by hin from

his unincorporated business, Downtown Shoe Out let ,  Co.,  but  omit ted

from taxable income the salary paid to him by stuart Brooks, rnc.
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2. On February L9, 1968 the Income Tax Bureau issued a Statement

of Audit Changes against petit ioner, Aaron J. Brown, imposing

unincorporated business tax upon the salary received by hirn during

the years 1963 and L964 from Stuart Brooks, Inc. upon the grotmds that

the salary income was derived from the performance of activit ies similar

to those of  the r :n incorporated business and, therefore,  i t  const i tuted

business income subject to unincorporated business tax and accordingly

issued a  Not ice  o f  Def ic iency  in  the  sum o f  $1 ,378.39 .

3.  On September 29, L969, the Income Tax Bureau issued a Statement

of Audit Changes against petit ioner, Aaron J. Brown, imposing unincorpor-

ated business tax upon the salary and a constructive dividend received

by him during the years 1965 and L966 upon the same grounds set forth in

the prior paragraph and aecordingly issued a Notice of Deficiency in the

sum o f  $1 ,514 .88 .

4 .  Dur ing  the  years  1963,  L964,  L965 and L966,  pe t i t ioner ,  Aaron J .

Brown, \,vas also the president and owner of all of the stock of Stuart

Brooks, Inc.  Stuart  Brooks, Inc. ,  as the New York metropol i tan area

franchise dealer for  the Red Cross Shoe Divis ion of  U. S. Shoe Corp.,

operated a chain of  s ix ladies shoe stores.  I t  had gross sal-es of

$1 ,132 ,  909 .  03 ,  in  L963 ,  $1  ,217  ,935 .56  Ln  L964 ,  $1  ,27L ,366 .84  in  1965  and

$L,295,429.99  in  L966.  I t  ma in ta ined i t s  corpora te  o f f i ce  in  one o f  i t s

stores located at  403 Fi f th Avenue. For his services to the corporat ion,

pe t i t i oner  was  pa id  a  sa la ry  o f  $15 ,000 .00  in  L96g"and  L964 ,  $20 ,000 .00

in L965 and $24,500.00 in L966. Federal  and New York State income tax

and social security tax was withheld from his salary and he reflected this

income as salary on his Federal and New York State income tax returns.
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5. Dur ing the years 1963 through L966, inclusive,  pet i t ioner,

Aaron J. Brown, doing business under the trade name of Downtown Shoe

Out le t ,  Co. ,  opera ted  a  se l f -serv ice  ou t le t  lad ies  shoe s to re  on

l4 th  S t ree t  in  New York  C i ty  and had gross  sa les  o f  $190,048.39  in

L963 ,  $189 ,382 .L9  Ln  L964 ,  $184 ,7L0 .34  in  L965  and  $187 ,238 .22  in  1966 .

Factory damaged Red Cross shoes represented approximately 907" of the

merchandise sol-d.

6.  Dur ing the years 1963 through L966, inclusive,  pet i t ioner,

Aaron J. Brown, devoted 80% to 907. of his time to the business affairs

of Stuart Brooks, Inc. and the balance of his time to the affairs of

Downtown Shoe Outlet Co. Petit ioner's main function was to buy shoes

in conformity with the then current styles. Brown also bought merchan-

dise for Downtown Shoe Outlet Co. His main function on behalf of the

unincorporated business consisted of  general  supervis ion of  i ts  aet iv i t ies.

It is conceded that all of the bookkeeping and accounting work of

Downtown Shoe Outlet Co. and Stuart Brooks, Inc. was done by the errployees

of Stuart  Brooks, Inc.  at  i ts  corporate of f ice.

CONCLUSIONS OF LAW

A. That the services rendered by petit ioner, Aaron J. Brown, during

the years 1963, L964, L965 and L966 as an of f icer of  Stuart  Brooks, Inc.

were so integrated and interrelated with his activi-t ies i-n connection with

his unincorporated business, Downtown Shoe Out let  Co.,  as to eonst i tute a

part of a business regularly carried on by him and, therefore, the salary

received by him for services as an officer of the corporation and the

constructive dividend were subject to the imposition of unincorporated

business tax in accordance with the meaning and intent of section 703(b)
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of the Tax Law.

B. That the aforesaid act iv i t ies of  pet i t ioner Aaron J.  Brown

during the years 1963, L964, L965 and 1966 on behal f  of  Stuart  Brooks,

Inc. constituted the carrying on of an unincorporated business and

his income derived therefrom was subject to unincorporated business

tax in accordance with the meaning and intent of section 703 of the

Tax Law.

C. That the petit ion of Aaron J. Brown is denied and the Notice

of Def ic iency issued February L9, 1968 and the Not ice of  Def ic iency

issued September 29, L969 is sustained.

DATED: Albany, New York

June L4, L977

STATE TAX COMMISSION


