
STATB OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Petition

o f

Alfred E. & Marv S. Kahn

for Redetermination of a Deficiency or a Revision

of a Determination or a Refund of

Unincorporated Business Tax

under Article 23 of the Tax Law

for  the  Years  1970 -  L972.

ATFIDAVIT OF MAILING

State of New York

County of Albany

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

of the Departnent of Taxation and Finance, over 18 years of age, and that on the

9th day of January, 1981, he served the within not ice of Decision by cert i f ied

nai l  upon Alfred E. & Mary S. Kahn, the pet i t ioner in the within proceedinS, by

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

fol lovrs:

Alfred E. & Mary S. Kahn
91-0 Independence Ave. ,  S. E.
Washington, DC 20003

and by deposit ing same enclosed in a postpaid

(post of f ice or off ic ial  depository) under the

United States Postal Service within the State

That deponent further says that the said

and that the address set forth on said errapper

pet i t ioner.

Sworn to before me this

9th day of January, 1981.

properly addressed wrapper in a

exclusive care and custody of the

of New York.

addressee is the pet i t ioner herein

is the last known address of the



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY, NEW YORK 12227

January  9 ,  1981

Alfred E. & Mary S. Kahn
910 Independence Ave, ,  S.E.
Washington, DC 20003

Dear  Mr .  &  Mrs .  Kahn:

Please take not ice of the Decisi .on of the State Tax Commission enclosed
herewith.

You have norr exhausted your right of review at the administrative level.
Pursuant to section(s) ZZZ of the Tax Lawr arry proceeding in court to review
an adverse decision by the State Tax Commission can only be instituted under
Article 78 of the Civil Practice Laws and Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 months fron
the date of this not ice.

Inquiries concerning the computation of tax due or refund allowed 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,

STATE TAX COMMISSION

cc: Pet i t ioner 's Representat ive

Taxing Bureaur s Representative
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STATE OF NEI,J YORK

STATE TAX COMMISSION

fn the Matter of the pet i t ion

o f

AIFRED E. KAHN and MARy S. KAHN

for Redeterminat ion of a Def ic iency or for
Refund of Unincorporated Business Tax under
Art . ic le 23 of the Tax Laro for the years 1970.
1971 and 7972.

Whether income from

subject to unincorporated

Peti t ioners, A1fred E. Kahn and Mary S. Kahn, 910 Independence Avenue,

S.E. '  Wash ing t 'on ,  D.C.  20003,  f i led  a  pe t i t ion  fo r  redeterminat ion  o f  a  de f ic iencv

or for refund of unincorporated business tax under Art ic le 23 of the Tax law

for the years 1970) 1971 and 1972 (Fi le No. 12146).

A smal l  c laims hearing was held before Wil l iam Valcarcel,  Hearing 0ff icer,

at the off ices of the StaLe Tax Commission, Two World Trade Center,  New York,

New York  on  May 2 ,  1979 a t  1 :15  p .m.  Pet i t ioner  A l f red  E.  Kahn appeared pro

se-  The Aud i t  D iv is ion  appeared by  Peter  c ro t ty ,  Esq.  (s .  F reund,  Esq. ,  o f

c o u n s e l ) .

ISSI]E

DECISION

peti t ioners I  act iv i t ies as an economic consultant is

bus iness  tax .

FINDINGS OF FACT

1. Pet i t ioners, Al fred E. Kahn and Mary S. Kahn, f i led New York State

combined income tax resident returns for the years 1910, l97L and 1972, on

which business income was reported by pet i t ioner Alfred E. Kahn.

2. On November 24, 1975, the fncome Tax Bureau issued a Not ice of Def i-

c iency  aga ins t  pe t i t ioners ,  inpos ing  tax  due o f  $1r154.43 ,  p lus  in te res t ,  fo r

7970, 1971 and \972'  along with an explanatory Statement of Audit  Changes on
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which income derived from economic consult ing services was held subject to

unincorporated business tax.

3.  Pet i t ioner  A1f red  B.  Kahn was a  pro fessor  o f  economics  and dean o f

the Col lege of ArLs and Sciences at Cornel l  Universi ty when he accepted an

appointment ( in August,  1968) to the Counci l  of  Economic Advisors ("The Counci l")

of  American Telephone and Telegraph corporat ion ("A T & T" or "Berr") .  As a

member  o f  the  Counc i l ,  pe t i t ioner rs  ac t iv i t ies  dur ing  the  years  1970,  1971 and

1 9 7 2  c o n s i s t e d  o f :

(a) meeting "six to eight t imes a year with A T & T execut ives
and s ta f f  spec ia r is ts ,  in  seminars ,  to  d iscuss  economic  issues
and pol ic ies of importance Lo the Be1l System" "

(b) being "avai lable to give talks to Bel l  execut ives on
pol icy issues in communicat ionst ' .

(c) serving "on A T & T's Academic Review Board, revier+ing
appl icat ions by academicians for fel lowships to do academic
research  in  pubr ic  u t i l i t y  economics ,  serec t ing  rec ip ien ts  o f
awards, and later evaluat ing and cr i t ic iz ing their  research
produc ts t t  .

(d) supplying ' rwri t ten comments from t. ime to t ime on specif ic
ar t i c les ,  research  repor ts ,  memoranda,  tes t imony o f  BeI l  Sys tem
p e o p l e " .

4. Pet i t ioner Alfred E. Kahn also rendered services for Nat ional Economic

Research Associates ("NERA'i)  r tur ing 1971 and I972. NERA is an economic consult ing

f i rm spec ia l i z ing  in  economic  regu la t ion .  Pet i t ioner 's  ac t i v i t ies  cons is ted

of conduct ing seminars and talks for the pr incipal of f icers, staff  members and

cl ients of NEM.

5. Pet i t ioner Alfred E. Kahn received compensat ion during 1972 for

reading a manuscript  for the Board of Editors of the Bel l  Journal of  Economics.

and advising them of i ts qual i ty.

6. Pet i t ioner Alfred E. Kahn rendered sworn test imony that his act iv i t ies

for A T & T consi-sted of advice on the conduct of business i tsel f ,  which

included pr ic ing and pol icy matters for ut i l i ty services.
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7. Pet i t ioner Alfred E. Kahn is a renowned economist,  who has wri t ten

four books, numerous art ic les and research reports and has taught and lectured

on various areas of economics. He has been an advisor and consultant to

various government agencies, including the executive branch of the United

States Government.

B. Pet i t ioners Al f red E.  Kahn has both bachelor  and masters degrees f rom

New York University, has conducted graduate study at the University of Missouri

and earned a Ph.D.  f rom Yale Univers i ty .  In  addi t ion,  pet i t ioner  has been the

recip ient  of  a var iety  of  honors and awards f rom var ious inst i tu t ions.

9.  Pet i t ioner  Al f red E.  Kahn contended that  the consul t ing serv ices

rendered for  A T & T and NERA const i tu ted the pract ice of  a profession as an

econcomist and argued that the income derived therefrom should be exempt from

unincorporated business tax.

10.  Capi ta l  was not  a mater ia l  income producing factor  and a l l  income at

issue was der ived f rom personal  serv ices rendered by pet i t ioner  Al f red E.

Kahn.

11.  Pet i t ioner  Mary S.  Kahn was l is ted as a "housewi ferron the combined

New York State personal  income tax res ident  returns f i led for  the years L97O,

l97I  and 1972,  and a l l  business income at  issue was at t r ibuted to pet i t ioner

Al f red E.  Kahn.

CONCIUSIONS OF I,AW

A. That  pet i t ioner 's  consul t . ing serv ices dur ing the years 1970,  1971 and

1972 dealt with the conduct of business itself and did not constitute the

pract ice of  a profession in  accordance wi th the meaning and intent  of  sect ion

203 (c )  o f  t he  Tax  Law.
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B.  That  pet i t ionerrs consul t ing serv ices dur ing the years 7970,  1971 and

1972'  const i tu ted the carry ing on of  an unincorporaLed business wi th in the

meaning and intent of section 703 of the Tax l,aw and the income derived therefrom

is subject  to  unincorporated business tax in  accordance wi th the meaning and

intent  of  sect ion 701 of  the Tax Law.

C. That the pet i t ion of Al fred E. Kahn and Mary S. Kahn is granted to

the extent that the name of Mary S. Kahn is to be eliminated from the Notice

o f  Def ic iency  issued November  24 ,  1975.

D. That  the Audi t  Div is ion is  hereby d i rected to rnodi fy  accordingly  the

Not ice of  Def ic iency issued Novembex 24,  1975;  and that ,  except  as so granted,

the peLi t ion is  in  a l l  o ther  respects denied.

DATED: Albany, New York

JAN O 9 19BI
STATE TAX COMMISSION

PRESIDENT

disse.nt .
COMMISSIONER


