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BUREAU OF LAW

TO: State Tax

FROM; Solomon Sies,  Hear ing Of f icer

SUBJECT: Sidney & Blanche Kletz

FEt i t ion For  Redetermtnat , ion of  a
Def ic iency or  For  Refund of  Persona!
Income Tax Under Art icle 22 and Unin-
corporated Business Tax Under  Ar t ic le  23
of the Tax Law For the years 1960, 1961
and  1962 .

Formal hearings in the above-capLioned matter were
held at the New York City off ice on Apri l  L9, 1966 and
June  15 ,  1966 .

The issue involved herein is whether the activit ies
of  the taxpayer ,  S idney Kletz ,  ds a manufacturer .s  sa les
represent,ative for about ten principals constitut,es the carry-
ing on of an unincorporat,ed business in accordance with 5703,
Ar t ic le  23 of  the Tax Law.

The taxpayer, Sidney I( let,z, is a sales agent on a
straight, commission basis, represent, ing approximately ten
pr inc ipa ls ,  se l l ing met ,a1 and p last ic  products  used for  watches,
watchbands and mechanical pencils, covering the assigned ter-
r i tory of Metropoli tan New York. He is not reimbursed for any
of  h is  expenses.  None of  the pr inc ipa ls ,  except  one,  deducted
withholding or Social Security from tne commissions paid to the
taxpayer. Sidney K1etz sol icited orders from the same custo-
mers for each of the principals whom he represented.

The taxpayer, on his federal income tax return, in-
dicated that he paid "self-emp1oyment," tax and deducted on
Schedule "C'r rent on business property in the amount of $600
dur ing each of  the years involved.  None of  the pr inc ipa ls
exe::cised any control or supervision with respect to the tax-
payer 's  t ime or  speci f ic  methods of  making sa les.

In  the case of  Georqe H.  Br i t ton v .  Murphy,  22 A.  D.
2d  987 ,  a f f ' d  19  N .Y .  2d  613 ,  i t  was  he ld  tha t  a  mu l t i p le  l i ne .
salesman for eleven principals was subject to unincorporated
business tax.
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For the reasons stated above,
decision of the Tax Commi_ssion in this
in the form submitted herewith.

I reconmend that the
matter be substantial lv

March  20 ,  1968 .
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thr ycur 1960 and 19Ot rnd r fer lork Strtr cooblnrd lacan

tar nturn lor thr yrar l9fll thrt trhr terp{I.tr itlnry ilot:r

rcportfd on Echrdulr lr &lm 5 (llroltt tlro Surlnmr s3 t3or
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on Octob.t tr 19C4 thr Drgrrt!.Dt ol trxrtion 3 tlnrnc. lmurrd

t ttrt.mnt of tudtt Chragrr rgrln.t thr trqrrynar rad lrporrd

rddltlonrl lnnontl lnnc trx brlrd upon ll(trrrl rudlt md

firrtbrr hrld thrt tlrr tet!,vLtt'rr of thr trryrrlnrr ttdnry llrtl,

lr rn Lndtpndrnt nlrr rgrrntp conrtltuted trhr aarrylng on ot

rn unlncorporatrd bu:Lnem rnd that tln proltt dclvrd th.r.-

lrm rar nrbJrct to unLacorlnntrd burlnrtr trrr lDdr raoorllngn

lyn t rtucd r notLcr of drtlclcnay rgrlnrt tho tugryfn lor Urr

y.at. 19C0, 1961 md fgelr $rat l*rr trqlrycr la. not aoatrtt-

tng the addltlonrl prnonrl lncor trr burd upon ldhnl rudlt.

(fl tlrrt durtng thr yrrn l9COr 1t61 rnd 1961 rld

prlor thrrctor lJr trqlryrar lfdn y fhtl, rtl I trlrr ralF

merntrtl,vr lor rpprorlnrtrly trn prlnclpdrl trlllng mtrl

and plutl.c produetr tor yrtclnrr vrtchbrdlr ud etolranlarl

prnollr Hnutactund by th. vrrl.our grlnotpalt r tlrrt tlrc

vrrLour ltur mr. non-Gqp.tl.tl,vrl t*ret tiln trqrly.r, ttdary

f,btr, vrr prld on I rtralglrt aoml.mlon bulr rnd ret aot

rrlnbunrd fior anXr of htr cq'.Dr.rl thrt thr trqrqf.rrr mrlgnrd

tcrrltoty oovrnd th. htrolrolttrn frr fork .a.lr t*rrt thr trr-

Pl$rrr ttdnry f,.lrtlr rollsltrd thr rur crr.too.at oa brhrlt of

raclr ol tlrr prlnclprh rlror hc npnrotrdr Urrt thrn ulr no

aontrtl, b1l rny o! tlre prlnctpalr of the tarqrqf.r wlth rceprct

to tb. tlr. rlrnt or the lnan$.a or rcrne wlth vhtclr ho war to

prrlotr hlr rahr rcttvltlrl.

(t, [trat onty onr of thc rlormnttonrd prlaelprlr

(lolrr ttcrl Corp.| drductrd wtttrhollllng or Soclrl irorrlgr

trx lrm tlrr eomLrl.onr prld to tlrr trqrryrrltbrt lorrr ttol

€otp. drductrd ttr tor|r Statr rlthlroldlng trx lron tlrr trrperyrrf t

om{nLonr only for tlro y.ur t96O rnd 196t I thrt Eoa. of tlrr

pslnelprh rulnrvl.lrd tlrr rctLvltllr ot tlrr trryrryu m to hlr
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ttm or to tln nrnnatr or nalnr of, nahlng nbr.

(41 tlrat on Sclrrduh rG' of hlr tdrrel !,ncor trr

rotur*rr lor thr yfur 1900, 19Cl rnd lgClr tlr. taqrqnrr lldartr

l.lctar drduetcdl rcnt on burlaur paop.rty tn tlrr anunt of f6OO

lor orch of taid ycrrur tbrt oa tlrr rlororatlonrd lrdrral re-

turnr tlra raLd trxpayrr rrlnrtrd r.lf-qloymnt tu lnld durtng

oaclr of sald ycarr.

tmcd upon thr longotng ftndlngr rnd rll of tbr

avldtncr pnrntod horcLnr

lhr Stat [b* Smlrllon hrrby

DFlDls | \

lhrt Curlng tlrr ymrr 1900, 1931 rld 1961 tlrr tu-

paytrr fNdney f,.lctl, rrr not rn rqrloyo, but rn hdrlnndlnt

ontrtctor curylng on aa untncorpontrd btulnrm rohly rltlhln

thc Ctrt; of tnr forlr tghrt tlrc l-nconc drrlvrd thrnfrm rrr

lrbJoat to unlncorporetod hrrl,nou trx ulthtn tltrr Lntrnt ud

manlng of l?O3 of thr !!r* I.rl ttrrt, aceordlnglyj tlrr ttrtr-

ucnt o! tudtt Ghangcr rnd Iottcr o! pcftclrncy fot tlrr yrrsr

t9C0, 1961 rnd 19tl arc corrrntr tlrrt thr ralr dld not llcludb

try tax or other chargcr whlctr could not hrnr b..D lrrtrrlly

durnftdr rad thlt tlrr trrpryerr' potl,tton lor ndotrnlnatloa

of a drf,lciancy f,tled bg, tha with rertrrcet tlrcrlto b rnd thr

ltm Lr hcrrbnr dcnl.cd.

Dtl[lDr tlbuy, f,. I. oa tlrrlltUry 6f Ar:nil, 1968.

trrlr lrx aomE lsr

JOSNPH H. I ' ! I IP.PHY
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