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state Tax Comission
Ira J. Palestin

Joseph Fiorenso and Jossphine Fiowense,
his wife

Pormal Hearing on Petition for Redeteramisation
of peficienvy in the mmount of $4,795.96 of
Porsonal Income Tax for years 1961, 1962 and 1963

8y petitien sworn to Mareh 31, 1963, thess taxpayers prayed
for redetermination of deficiency in the sum of $4,795.96 for tax '
yoars 1961, 1962 and 1963, The ground of thair petition is the dis-
allowance of a deduction, "cost of goods seld”, reached by sWbtract-
ing a "closing inventory®” sua for each of the applicable yesrs frem
the total of such year's "opening inventory” and additiomal cwrrent
purchases during the year. ;

| A formal hearing wvas held May 32, 1967 at 80 Centre Street,
New York, ¥. Y. before Ira J. Palestin as Bearing Officer. Taxpayers

aid not attend the hearing) instead, they were represented by i o

Murxay Schindel, CPA, whose power of attorney from LANpRYers APPascs
in the file. MNr. Schindel responded to questioning by the Nearing
Officer. At the conclusion of this colloguy Mr. Schindel stipulated

“that all of the items of fact in the statements he sade:on the ressrd
aemstituted stipulations of faect in behalf of texpayers.

At the hearing it was shown that fer the appiicabls yesrs,
1961, 1962 and 1963, taxpayers were in the retail drvesswear reatal
mm.mmm:-ummmmm.mm-.
Their income tax returas show their business to be retail dresswanr
rental. (See paragraph (1) in the acoompanying proposed determinaties.)
Occasionally, taxpayers sell tuxedos to “whoever will csme in" (i.e. '
to vhoever will purchase). The repressntative wis unable to give &
breakdown as betwesn volume of total rental reseipts and total sales
receipts. But the evidenee in the file indicates that their dvesswear
“are used for rentals only. No merchandise is seld.” (Ses paragraphs
(2) and (3) of accempanying proposed determinatien.) o

. It is found that taxpayers’ own eharasterization of theirx
business appearing on their Pederal and State imeems tax returas,
as well as on their unincerperated business tax returns, as being
the dresswear rental business stamps unitemised and unidentified




sales of second hand merchandise as de mininis.

Purther supporting the canduet of & reatal business, in which
their dresswvear items were capital assets, taxpayers depreciated such
dressvear straight~line over a three-year period. At the same time
they treated their dresswear items as inventory, swbject to deduction
of cost of goods sold frem gross receipts. (Fer further identifieation
of such cost of goods sald deduction see paragraph (4) of the accempany-
ing proposed determination.) In this mannexr, taxpayers teok duplisate
and cusulative dedustions referable to the marchandise used in their :
dresswear rental business: (a) the cost of such items by straight-line
dopreciation over a three-year period and (b) & dedustion from gress
receipts of “"closing inventory“ as subtracted from the particulasr year's
“opening inventery” plus that year's current dresswear purchases.

Income Tax Buresu's statement of audit cbm dased Maxch 18,
1963 eliminated the cost of goods sold, less materisls and suppl
for 1961, 1962 and 1963. Theredy taxable income as shown in puunsh
{6) of the accompanying proposed determination was increased. A notice
of deficiency in the sum of §4,355.98 vas issued.

Upon the record and evidencs in the file, such statement of
audit changes and netice of deficienay for the applicable years are
correct. The proposed determination which this ssmerandum sceompanies
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Taspsyere, JOSEPN FIGRRES eod JUOEPEINE FRORENED,
i wife, hoving duly filed & petitios for pedetervisation of
BUITONT)» and & foswal besiring baving beom eld
at shi Cf0ion of thw S4ete Tax Cousiseion, Suate GEfloe Muild-
Sag, 80 Centwe Strees, Bew Sork, M. I, on My 22, 1907 st
000 A, O%elesk, and BURBAY SOKINEEL, C.F.A., laviag aspeaved
(1) During the yesve 1961, 1568 snd 1963, tempayere
chavecteriastion 0F thelr Walnees glven in Shedr TR0,
EG08 ans Pown 1AG, Sehedule C, yetuans fow yeavs 1961, 1968
aad 1963, ) TEAPAPErS "ty tuNsdos AGd then, L5 SARENR), FENS
“shey sell tuandes 0 whoever will coue $a° (8.0e3)s
(2) Mo wesktow 38 between voluce of VMRl Pentels
and of tewal sales s Ggplied by taxpasers e by Shelr eaid
ropresentetive ey Sehinded, €. 7, A, &t the heswing Alsheugh
suoh lalopention uat eguented (..l H=ivj. Mo iteuisstion wae
Glven OF LOAPEgErs’ S01es AF Lieas Doughs Sor thedy Petall &rees-
wear rental business although such information was requested

(8.m. 10"12’ 14).
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{3) Taxpeyere’ unepecilied 2eles of sevend tand
See the letter daced Soocuber 17, 1064 of William U, Kass,
SMPAFIrS' SOORMRANS Guring She JORPS 8T SESus: AN o
shese arc used for seotals omly. lo serchendise $s sedd,"

{4) o the sax yeuve in faocus, 1963, 1968 and
over & thwes~pesy peried, Ses Ssheduls C, J080's fawr 2GR,
s dedueted “slosing toventeny.” (.0.8) The resuls 00 seached
Sor eush year was Feported A8 “oast Of gools sedA. " Bee
Sobeduie C, tampayesw’ 1000%s for 1961, 296R amd 1963.

{5) Tws, Wwils suually detueting SLRLGE-1300 G0
Presintion o druSINRr Stemp, POSOVEring Ghe 0088 SheFes over
contioned Guping sush yenv, o thig WASS SANGRIWES VOOR Gu-
wend An Chedr DUSLDASS Of GUSSWEND DEntel.

(6) Gn Mawch 15, 1965 & statensut of Suldit changes
situtenting 86 & Geduotion She eent of geeds Sold, less waterials

Gom of gontp e2la Wik mwm sty s
$34,008,80  05,037.00 MO MAL

(7) On she seus day Shewe WS 300uad & Doties oF |
apeotive yusse &8 Sellows:

$oeone
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On she fewegoing fiadiaogs and 8ll the evidewse hereda,
BECIRES
{A) The loelusion WAthAn GPOBS DUSLLONE POONipte of

g, 1L suay, dawived frou he sAle of dresawenr is ¢ ulainis,

TPy AYUNaWesr SLOtE Gonatisute OpLtAl 60ts in Shelr

renial businens Al Bre Subjeet S0 depresiation, whieh whs thken,

It 15 ervonsdus dtitionnily t0 dedust SYos LPORS POSLPSS, B8

geode edld in el Jear, the st 0f mab wpisal A0t ALNGRO~

timad fron ApeTNtions in POAPEStive yeave,

{(8) The statemmnt of sudit changee Sad the BOLLeR of
datiotenay for years 1503, 1968 and 1503 ere oeevest nd O» et
fonlude any AR oF oster sharye Dot lawfully Swe and Swing, W
petition of taupayere for redetaruiisiion oF vefund 18 denied,
Baved, Alvacy, Bew Teww thieidthday @f Merch » L9608,

FBLE TAZ ONZESEIE
/s/ JOSEPH H. MURPHY

/s/ A. BRUCE MANLEY

/s/




