
STATE OT NEW YORK

STATE TAX COMUISSION

In the Matter of the Pet i t ion
o t

Karl  & Jacqual ine Easton

for Redeterminat ion of a Def ic iency or Revision
of a Determinat ion or Refund of Unincorporated
Business Tax under Art ic le 23 of the Tax law for
the Years 7972 - 1976.

That deponent further says
herein and that the address set.
of  the pet. i t . ioner.

Sworn to before me this
20th day of January, 1984.

AFFIDAVIT OF MAIIING

that the said addressee is the pet i t ioner
forth on said wrapper is the last known address

St.ate of New York ]
s s . :

County of Albany ]

David Parchuck, being duly sworn, deposes and says that he is an employee
of the State Tax Commission, that he is over 18 years of age, and that on the
20th day of January, 1984, he served the within not i .ce of Decision by cert i f ied
mai l  upon Karl  & Jacqual ine Easlon, the pet i t ioner in the within proceeding,
by enclosing a true copy thereof in a securely sealed postpaid wrapper
addressed as  fo l lows:

Karl  & Jacqual ine Easlon
535 Park Ave.
New York, NY 10021

and by deposit ing sane enclosed in a postpaid properly addressed wrapper in a
post off ice under the exclusive care and custody of the United States Postal
Service within the State of New York.

rsuant sec t ion



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANYi  NEW YORK 12227

January 20, L9B4

Karl & Jacqualine Easton
535 Park Ave.
New York, NY 10021

Dear  Ms.  Eas ton :

Please t .ake not ice of the Decision of the State Tax Commission enclosed
herewith.

You have now exhausted your right of review at the administrative level.
Pursuant to sect ion(s) 722 of the Tax law, a proceeding in court  to review an
adverse decision by the State Tax Commission may be inst i tuted only under
Art ic le 78 of the bivi l  Pract ice lavr and Rules, 'and must be commenced in the
Supreme Court of the State of New York, A1bany County, w:ithin 4 months from the
date  o f  th is  no t ice .

fnquir ies concerning the computat ion of tax due or refund al lowed in accordance
wi th  th is  dec is ion  mav be  addressed to :

NYS Dept. Taxation and Finance
Law Bureau - l i t igation Unit
Building /19, State Campus
Albany, New York 12227
Phone i l  (518) 457-207a

Very truly yours,

STATE TAX COMMISSION

cc: Taxing Bureau's Representative



STATE OF NEI,J YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ions

o f
:

KARL EASTON AND JACQUALINE EASTON DECISION
:

for Redetermlnat ion of Def ic iencies or for
Refunds of Unincorporated Business Tax under :
Art ic le 23 of the Tax Law for the Years 1972
through L976. :

Petitioners, Karl- Easton and Jacqualine East.on, 535 Park Avenue, New York'

New York 10021, f i led pet i t ions for redeterminat ion of def ic ienci-es or for

refunds of unincorporated buslness tax under Article 23 of the Tax Law for the

years 1972 through 1976 (Fi le Nos. 23216 and 30306).

A formal hearing was held before Anthony J. Ciarlone, Jr., I{earing Officer'

at the offices of the State Tax Commission, Two World Trade Center, New York,

New York, on May 11, 1983 at 10:45 A.M., rr i th al l  br iefs to be submitted by

July 21, 1983. Pet i t ioners appeared pro se. The Audit  Divis ion appeared by

John P. Dugan, Esq. (Anne W. Murphy, Esq.,  of  counsel) .

ISSUES

I. Whether petitioner Karl Easton was liable for unincorporated busi-ness

taxes for L973, L974 and 1975.

I I .  Wtrether the Not ice of Def leiency for 1972 was barred by the statute of

l imitat ions.

I I I .  Whether pet i t ioner Jacqual ine Easton hras a professional exenpt from

unincorporated business tax.
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IV. Whether petit,ioners had other busi.ness losses which shoul-d be combined

with the unincorporated business income, if it is determined that petitioners

are subject to the unincorporated business tax.

FINDINGS OF FACT

1. Pet i t ioners, Karl  Easton and Jacqual ine Easton, t inely f i led on

combined forms New York State ineome tax resident returns for L972, 1973 and

1974. Pet i t ioners t inely f i led joint  New York State income tax resident

returns for L975 arrd 1976. During the years at issue, each pet i t ioner reported

business income. Copies of ?ederal  Schedule C - Prof i t  or (Loss) From Business

or Profession - f i led for L975 and, L976 indicated Karl  Eastonts pr incipal business

act iv i ty as psychiatr ist  consultant;  Jacqual ine Eastonfs pr incipal buslness

actLvity was listed as rehabilitation center and the business name rras Boerum

11111 Rehabi l i tat ion Residence (t tBoerum l{ i l l r r) .  No unincorporated business tax

returns were filed during the years at issue.

2. On Novembet L7, L976, the Audit  Divis ion issued a Statement of Audit

Changes to petitioners, Karl Easton and Jacqual-ine Easton, imposing personal-

income tax  o f  $107.31  fo r  1975 and un incorpora ted  bus iness  tax  o f  $7 '774.14  fo r

1973, 1974 and 1975, plus interest.  Accordingly,  on December 31, 1979, the

Audit. Division lssued a Notice of Defici.o"rt to petitioners imposing additioaal

t a x  d u e  o f  $ 7 , 8 8 1 . 4 5 ,  p l u s  i n t e r e s t  o f  $ 3 , L 7 4 . 3 2 ,  f o r  a  b a l - a n c e  d u e  o f  $ 1 1 , 0 5 5 . 7 7 .

On Aprl1 13, L978, the Audit  Divis ion issued a Sratement of Audit  Changes to

petit,ioner Jaequal-ine Easton imposing unincorporated business tax of i5'422.89,

penalt ies pursuant to sect ions 685(a) (1) and (a) (2) of  the Tax Law of $2,184.98,

plus interest for 1972 arrd L976. Accordingly,  on June 29, 1978, the Audit

1 
th.  Not ice of  Def ic iency indicated the tax years 1976,  L974 arrd Lg75.  Based

on the Statement  of  Audi t  Changes,  the correct  tax years are L973'  1974 a l rd
L975. No decision wil l be made with reference to the personal income tax since

the pet i t ion was f i led wi th reference to unincorporated business tax on1y.
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Divis ion issued a Not ice of Def ic iency to pet i t ioner Jacqual lne East,on imposing

add i t iona l  tax  due o f  $5 ,422,89 ,  pJ-us  to ta l  pena l ty  and in te res t  o f  $3 ,709.75 ,

for a balance due of $9,L32.64. The above not ices of def ic iency were issued on

the bases that the income from the rehabilitation center was subject to unincor-

porated business tax.

3. Pet i t ioner Karl  Easton was director of psychiatry in the New York City

Department of Welfare from 1963 to 1966. In L967, he resigned this posit ion

and formed a real-  estate corporat ion cal led Cobble l i i l - l -  Center (sic).  The

corporation was created to provide a practical alternative in the community for

people discharged frour mental hospitals and people who did not have a place to

l ive or a farni l -y to care for them after their  hospital  discharge. Pet i t ioner

Karl  Easton was president and secretary-treasurer of the corporat ion. Pet i t ioner

Jacqualine Easton worked as an art teaeher for the corporation.

4. In l -970, Cobble Hi l - l  Center was recognized by the New York Board of

Social Welfare and as a result came under the Boardrs regulations established

for homes for adults.  The regulat ions required a person, not a corporat ion, to

be accountabl-e for the operat ion of the home. Since pet i t ioner Karl  Easton

purportedly did not want to become the proprietor and since he wanted to

cont inue to funct ion as a pr ivate pract i t ioner of psychiatryr pet i t ioner

Jacqualine Easton became the accountable person for the license. An Operating

Cert i f lcate, Cormunity Residence Class, was issued t .o Jacqual ine Easton, MA,

DBA Boerum H111 Rehabilitation Residence. Petitioner Karl- Easton became the

psychiatric consultant to Boerum lli l l and he was listed on the literature of

Boerum l l i l l  as i ts founder.

5. Boerum Hi l l  was cert i f ied by New York State as a Proprietary Home for

Adults. It \Jas a resident.ial- care facility for men and women between the ages
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of 18 to 60. Each resident resided

evening snack r^rere served each day.

an lndividual room. Three meals and an

bag 1-unch was prepared for residents who

\,rere not in the buil-ding at l-unch time because they were working or attending

schools or training programs. The staff  consisted of mental  health counselors,

act iv i ty special ists and al l  other personnel necessary for the operat ion of a

large resident ial  hote1. The weekly rate for pr ivate residents was $120.00.

No medical services rrere provided by Boerum lli l l. Residents were exPected to

consult their own physicians when the need existed. Ilowever, physicians came

to Boerum Hill regularly, and the staff was to see to it that resldents received

medical attentlon when needed. No individual psychiatric treatment services

were provided by Boerum Hill. Ilowever, psychiatric consultation services were

utill-zed in the conceptual- planningr therapeutic milieu, and for the staff

training and education and probLen situations.

6, During the years at j -ssue, pet i t ioner Jacqual ine Easton lras a cert i f ied

teacher i-n fine arts licensed by the New York City Board of Education. She

taught art classes at Boerum Fli1l. Mr. Irving Link, a psychiatric social

worker, was the direct,or of Boerum IIil1 and in this capacity he assumed the

responsibi l i t ies for the day-to-day operat ions of the residence and i ts pol ic ies.

Pet i t ioner Karl  Easton test i f ied that:

" I t ]he New York State regulat ions do not al low business corpora-
ti-ons to be accountable for such a cormunity residence ln New York
State. Therefore, I  decided with the agreement of my wife,  who is a
professional teacher,  to funct ion as a psychiatr ic consultant,  ny
wife agreed to apply for the license to the New York State DePartment
of Social  Services, Board of Social  Welfare and to the Department of
Mental tlygiene. She agreed to apply for the lieenses as the account-
able person, according to the regulations. But, i.t was always
understood that she would function as a teacher in this new facility'
that she would never be in charge of day-to-day operations, but would
hire a professional director, who would then in turn hire his competent
staff ,  which he, the professional director,  would direct and supervise.
My wife, it was understood, would function only as a professional
teacher,  which was her profession.r l

in

A
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7. The copy of Federal  Schedul-e C f i l -ed for 1975 indicated gross receipts

o f  $ 9 7 6 , 2 0 0 , 0 0 ,  t o t a l  i n c o m e  o f  $ 9 6 9 , 7 5 5 . 0 0 ,  t o t a l  d e d u c t i o n s  o f  $ 9 1 6 , 7 9 3 . 0 0 ,

which included a deduct ion for salar ies and wages of $4041750.00'  and a net

income of $52 ,962.00. The copy of Federal  Schedule C f i led for I976 indlcated

gross  rece ip ts  o f  $992,625.00 ,  to t ,a l  income o f  $986,290.00 ,  to ta l  deduc t ions  o f

$938,886.00, which j .ncluded a deduct ion for salar ies and wages of $388,545.00,

and a  ne t  income o f  $47,404.00 .

8. Petitloners argued that Jacqualine Easton is not subject to unincorporated

business tax because she was l-icensed by the St,ate of New York Department of

Mental Hyglene, by the Board of Education, City of New York as a licensed

teacher of Art Therapy for Mental Patients, aod by New York City Department of

Health as a Supervisor of Heal-th Personnel. Ilowever, no evidence of such

licenses were submitted at the hearing except for an Operating Certificate

issued tn L977 by the State of New York Department of Mental Hygiene and a

l-icense issued on January 20, 1955 by the Board of Education of the City of New

York to Jacqualine Coplain (Easton) as Teacher of Fine Arts in the Junior High

School and three subst i tute teacher l icenses. They also argued that she is

exempt because more than eighty per centum of the unincorporated business gross

income for the taxable year was derlved from personal services actually rendered

by the ent i ty.

9. No evLdence or testimony was submitted at the hearing to show that

pet i t ioners had other business losses which should.be combined with the business

income of Boerum Hi1l.

10. No issue was raised in reference to the penalties inposed for tax

years L972 ar.d 1976 for fallure to file an unincorporated business tax return

and for failure to pay tax shorrm on any return required to be filed.
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CONCLUSIONS OF LAW

A. That petitioner Karl Easton was not carrying on the business of Boerum

II i l1 dur ing L973, L974 and 1975. Therefore, he is not l iable for the unincorpor-

ated buslness tax imposed for said years.

B. That sect ion 683(c) (1) (A) of the Tax Law provides that the tax may be

assessed at any t i rne i f  no return is f i led. Sect ion 683(c) (1) (A) of the Tax

Law is appl-icable to ArEicle 23 pursuant to section 722 of the Tax Law. Since

no unincorporated business tax return was f i led for 1972r the Not lce of Def ic iency

was not barred by the statute of l - ln i tat ions.

C. That sect ion 703(c) of the Tax Law def ines a profession as:

t tThe pract ice of law, medicine, dent istry or archi tecture, and
the pract ice of any other profession in which capital  is not a
material income producing factor and in which more than eighty per
centum of the unincorporated business gross income for the taxable
year is derived from personal services actually rendered by the
lndl-vidual or the members of the partnershLp or other entlty' sha11
not be deemed an unincorporat'ed buslness."

D.  That  20  NYCRR 203.11(b) (1 ) ( i )  de f ines  o ther  p ro fess lon  as :

t t . . .any occupat ion or vocat ion in which a professed knowledge of some
department of science or l-earning, gained by a prol-onged course of
special ized instruct ions and study, is used by i ts pract ical  appl ica-
t ion to the affairs of others, ei ther advising, guidlng or teaching
them, and in serving their interests or welfare ln the practice of an
art or science founded on it. The word profession Lrrplies attainments
in professional knowJ-edge as distinguished from mere ski1l and the
appl-ication of knowl-edge to uses for others as a vocatlon. The
performing of services deal ing with the conduct of business i tsel f ,
including the promotion of sales or services of such business and
consult ing services, does not const i tute the pract ice of a profession
even though the servLces involve the application of a special'ized
knowledge. rl

(This regulation was effectlve February 1, L974 and is similar to an
earlier regulation promul-gated under Article 164 of the Tax Law.)

E. That pet i t ionerst arguments as out l ined in Finding of Fact t t8",  
SE,

are without merit. The entity of Boerum lli l l- does not qualify as an "other



professiontt with the meaning and

business income from this ent.ity

tax and not Jacqualine Easton, a

Easton cannot claim an exemption

703(c) of the Tax Law (Matter of

-  t -

i n t e n t  o f  2 0  N Y C R R  2 O 3 . L 1 ( b ) ( 1 ) ( i ) .  I t  i s  t h e

which is subject to unincorporated business

f ine arts teacher.  Therefore, Jacqual ine

as a professional-  in accordance with sect ion

H e w i t t  v .  B a t e s ,  2 7 2  A . D .  1 ,  a f f  t d  2 9 7  N . Y .

239) .

F. That the income of Boerum Hll-1 is subject to unincorporated business

tax and petitioner Jacqualine Easton doing business as Boerum Hil-l ts the

person liable for the unincorporated business tax due (Frank L. tloffmanr State

Tax Connrission, September 19, 1980).

G. That Jacqual ine Easton has fai led to sustain her burden of proof to

show she incurred other business l-osses which should be combined with the

business income of Boerum Hill in accordance with 20 NYCRR 203.5. The personal

income tax returns do not indicate that she carried on two or more dist.lnct

unincorporated busi.nesses .

H. That the petitions of Karl Easton and Jaequaline Easton are granted to

the extent indicated in Concluslon of Law "Attr.1gg., and in all other respects

denied and the notices of deficiencv are sustained.

DATED: Albany, New York

JAN 2 O 1984
STATE TAX COMMISSION

.=|R-c/-*;aa* Ar CU,-
PRESIDENT


