
STATB OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

Edward A. Revnolds

for Redeterminat ion of a Def ic iency or a Revision

of a Determinat ion or a Refund of

Unincorporated Business Tax

under Art ic le 23 of the Tax law

for the Years L967 - Lg6g.

AT'FIDAVIT OF MAIIING

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the Department of Taxat ion and Finance, over 18 years of age, and that on the

11th day of January, 1980, he served the within not ice of Decision by cert i f ied

mai l  upon Edward A. Reynolds, the pet i t ioner in the within proceeding, by

enclosing a true copy thereof in a securely sealed postpaid vrrapper addressed as

fo l lows:

Edward A. Reynolds
SaIt  Lake Vi l lage
Matt i tuck,  Ny Ll9S2

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post of f ice or off ic ial  depository) under the exclusive care and custody of the

United States Postal  Service within the State of New york.

That deponent further says that the said addressee is the pet.itioner herein

and that the address set forth on said wrapper is the last known address of the

pet i t ioner.

Sworn to before me this

11 th  day  o f  January ,  1980.



STATE OF NEW YORK
STATE TAX COMMISSION

In the l{atter

Edward A. Reynolds

the Pet i t iono f

o f

AFFIDAVIT OF MAII,ING
for Redeterminat ion of a Def ic iency or a Revision

of a Determination or a Refund of

Unincorporated Business Tax

under Article 23 of the Tax law

for the Years 1967 - t969.

State of Ner+ York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the Department of Taxation and Finance, over 18 years of age, and that on the
11th day of January, 1980, he served the within not ice of Decision by cert i f ied
rnail upon William Wickharq the representative of the petitioner in the within
proceeding, by enclosing a true copy thereof in a securely sealed postpaid

wrapper addressed as fol lows:

Mr. Will iam Wickham
Eric J Bressler
Mattituck
Long IsLand, Ny L1952

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post of f ice or off ic ial  depository) under the exclusive care and custody of the
united states Postal  servi-ce within the state of New york.

That deponent further says that t"he said addressee is the representative of

the pet i t ioner herein and that the address set forth on id wra the last

known address of the representative o i t ioner

Sworn to before me this

11th day of January, 1980.



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

January  11 ,  1980

Edward A. Reynolds
Salt  lake Vi l lage
Matt"ituck, NY 11952

Dear  Mr .  Reyno lds :

Please take not ice of the Decision of the State Tax Commissi ,on enclosed
herewith.

You have now exhausted your right of review at the administrative leveI.
Pursuant to sect ion(s) IZZ of the Tax Law, any proceeding in court  to review
an adverse decision by the State Tax Commission can only be inst i tuted under
Art ic le 78 of the Civi l  Pract ice Laws and Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 months from
the dat.e of this not ice.

fnquiries concerning the computation of tax due or refund allor+ed in
accordance with this decision may be addressed to:

NYS Dept .  Taxat ion  and F inance
Deputy  Commiss ioner  and Counse l
A lbany ,  New York  12227
Phone # (518) 457-624A

Very truly yours,

STATB TAX COMMISSION

Pet. i t ioner '  s Representat ive
William Wickham
Er ic  J  Bress le r
Plattituck
Long Island, NY
Tax ing  Bureau 's

7r952
Representative



STATE OF NEW YORK

STAf,E TAX CCNUMISSICDI

In the Dlatter of ttre PeLition

of

EDVIARD A. REYNOIDS

for Redetennination of a Deficienqg or
for Refund of UnincorSnrated Busjness Ta<
rxrder Arbicle 23 of the Ta< Law for ttte
Years L967 | 1968 and 1969.

DECISION

Petitioner, Edward A. Re1mo1ds, Salt Lake Village, Mattituck, New york LI}S2,

filed. a petition for redetermjnation of a deficienry or for refi:nd of r:nincorSnrated

business tax under Article 23 of ttre Tax La,v for ttre years 1967, 1968 and 1969 (File

No.  00319) .

A grnll claims hearing was held before Carl P. Wright, Hearing Officer, at

the offices of ttre State Tax Cqnnission, T\r,ro World Trade Center, New york, Nennr york,

on Jnne 2I, I97B at 1:15 P.M. Petitiorrer aptrnared pro se and by Eric J. Bressler,

Esq. TLre Incone Ta>< Bureau a14:eared by Peter Crotty, Esq. (Frank Levitt, Esq., of

crcr:nsel).

ISSUE

Whether petitioner, as a quality assurance engineer, is engaged in ttre practice

of a profession e><enpt frcrn r.urincorgnrated business tax.

FII{DINGS OF FACT

1. Petitioner, Edrrrard A. Relmolds, and CiertJ.ude M. Reynolds, his wife, filed

Nevr York State resident inccnre tax returns for 1967 th:rough Lg6g. Mr. Relmolds

reported inoone received as a consultant. Petitioner did not file any unincrcr-

porated business tax returns for ttre years at issue.
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2. Orr Jrxre 26t L972, ttre Incrcne Tar Bureau issr-red a Statenent of Audit

Changes against peUitioner for 1967 tftrough L969, inposjng unincrcrporated business

ta< of $31372.98, plus penalty and interest. The Incone Ta>< Bureau issued a Notice

of Deficienqg on tlre gror:nds that tt€ activities of petitioner constituted tlrc

carrlring on of an urrincrcrlnrated business sulcject to r:nincorSnrated business ta(.

3. Ouality assuran€ engineering is slmonyrrDus with qr:alit1z aontrol engineer-

jng and is a specialQz of professional engineering. It requires suctr education and

experience as is necessaqz to understand and apply ttre principles of product and

senrice qr"nlitfr evaluatj-on and control used jn ttre planning, developnent and operati-on

of gr:ality control systems, arxi in the application and analysis of testing and

inspection procedures. It furLtrer requires the ability to apply netrology and

statistical nettrods to diagnose and correct irrproper qr:aliQz control practices, in

order to assure product and senrice reliability and conformity to prescribed stan-

dards.

4. PeLitioner, Edraiard A. Re1mo1ds, received. a degree jn nectranical engineering

frcrn Rensselaer Pollztectrnic Institute in 1936 and has taken advanced engineering

tra-ining at Colurbia University, Nerur York University and Slracuse University. He

did not have a professional engineer's license since his r,rork never requi-red one.

5. Quality assurance engineering has been developed by a snall gnroup of

engjneers (including petitioner) as a separate field, of endeavor. It is ncmr rec-

cogrrized by rnrry institutions of higher learn'ing, inch:ding ttre Universitlz of

Arlzona, San Jose State College, Florida Institute of Technology, Ceorgia Tectr, the

Universitlz of llljnois and tlre Roctrester Institute of Tectrrology. These and other

institutions offer a Masterrs degree in quality assurance . There are

nrarry additional insLitutions wtrictr offer a for:r-year course leading to the degree of

Bachelor of Arbs in O:ality Assurance Ergineering. Petitioner has lectured at ttre

University of California, the University of Connectictit, Bridgeport University
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and Indiana State University. He was an associate professor at Sltacuse University

vfrcre he taught regular classes (for credit) to r:ndergradr:ate engineering students,

crrnducted quality control senliJl€rrs for gradr:ate students and sr4enzised their

Masterrs theses in quality control.

6. I{r. Relmolds is a fellorrr of t}re Alrerican Societlr for Quality Control and

of the Institution for E:gineering Inspection (British). Petitioner is also a

nenber of ttre Anerican Society for Testi.ng and Materials, tlre Anerican Society for

Nondestructive Testing, ttre Instrumen't Society of Anerica and ttre Anerican Statis-

tical Association.

7. Upon graudation, petiti.onerrs first position was wittr ttre Johns l'trarrville

Corporation. His work ccnsisted of preparing testing rettrods and specificaLions for

the ravr nraterials used in ttre production of @npany products. D:ring the late

1930's and early 1940ts, petltioner was one of ttre first people to develop ttte area

of quality assuranqe engineering. He taught his first oourse in this area to his

fellcnu enployees at Johns l4arrville in ttre late 1930's. He protrnsed the first

training film entitled "lbdern O:ality Control" whictr was sr:bsequently u.sed bV the

United States C;overnnent for training guality assurance persoru:el and wtrich was

shcnr'rr aror:nd tlre world.. The tectnriques wtrictr petitioner developed in ttr:is period

are still in use ttrroughout ttre indr.r.stry today. Petitioner tlren decided to nove on

and expand his horizons in quality assuran@ engineering, parbicularly in the

netalh:rgical and electrical fields. Petitioner roent on to becqre Arraliry Control

lfanager for ttre Easy Washing laactrine Cortrnration, sr4renrising a staff of 250 in-

spectors, technicians and engineers. His work oonsisted of developing engineering

and statistical tectrriques to i-nprove and rnaintain product guality and reliability.
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In l-:947 petitioner was approactred for tlre purpose of n:ruring a ptogram fi:nded

by the United States Departnent of Corurerce, to investigate tlre use of statistical

qr:ality control engineering tecluuiqr:es in indu.stq' and to develop training technj-ques

for its application ttrere. During ttris period, pet'itioner investigated guality

netfiods and tecLrnigue problens in over 400 industries. Petitioner's work was

pulclished by tlre United States C;overnnent.

Upon corpletion of ttre project, petitj-oner vlorked for ttre Dixie Cup Ccnpany'

Conrnar Products Corporation and ttre Ronson Corgnration in tlre field of guality

assurance engineering. During ttris period, he developd autcnrated inspection

ec;uipnent and used advanced statistical designs to evah:ate products and to locate

the causes of defects, as well as provide for ttreir oorrection.

Petitioner ttren nrrved on to a field of quality crcntrol relating to atcrn:ic

energy. IIe accepted enploynent with l{estinghouse El-ectric-Atornic Pcrrer Division, as

a Fellcn^r Engineer. Ile worked on the p::ob1em of shelf life of atcnric weapons, on

ttre rnanufacture of atcrnic fuel and on qr.nlity control problems associated with

atomic reactors.

8. In 1957 petitioner left Westinghor.rse and becane an independent quality

assurance engineer. Itre rendered sq:zices to nrarry corSnrations. These senzices

included (for exanple) his setting up qr-rality controls for ttre rubber jndustry.

During this period, he conducted. training courses and seminars on qr:a1it1z oontlrcI

for un-iversities, for societj-es wittrjn ttre field and for goverrrlental groq>s. He is

also the guality assuran@ engineer for the Atcnric Energnr Ccrrniission. Petitioner

has written rnany books and articles on qr"rality control.

9. Petitioner contended tl.at he was an independent consultant in quality

control. TLre business letterhead he used shotrled his occq>ation as ttrat of a "O:ality

Control Consultant" and ttrat he naintained an office in his hsre.
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10. l4ore ttran 80% of the gross inccne of petitioner, Edroard A. Relmotds, was

derived from ttre personal sewices rendered by him. Capital was not an inqqne

producing factor.

COCLUSICD{S OF lAl^I

A. That the actj-vities of petitioner, Edralard A. Re1molds, as a quality

control crcnsultant dr-rring the years in issue, alttrough requiring ttre application of

specialized kncrv^fledge, dd not constitute the practice of a profession in accordance

wittr ttre neaning and intent of section 703 (c) of ttre Tax r.annr.

B. That the activities of and senrices rendered by pelitioner, Edvqard A.

Relmolds' during tlre years in issr.rc, crenstituted ttre carryi-ng on of an rated

busjless; ttrus, his incore derived ttrerefrcm was sr:bject to r-rnincrcrporated br.r.siness

tax witlrin tlre neaning and intent of sections 701 and 703 of ttre Tax Lannr.

C. That the peti-tion of Edward A. Relmolds is denied and ttre Notie of

Deficienqg issued on June 26, L972 is sustajned, together with such additional

jnterest as nny be larrrfully crving.

DAIED: Alban1z, Nen^r York

JAN 1 1 1e80

I  d i ssen t .
spec ia l i zed
(Mat ter  o f

ccs4urssrcD{ER

Pet i t ioner  had the requis i te  educat ional  background and
tra j .n ing in  sc ience to  be considered a profess ional .


