
STATE OF IIEW YORK
STATE TAX CO}I}NSSION

In the ltatter of the Petltlon

of

l l ax  Schen fe ld
AFTIDAYII OT l.oII,ilC
0F x0trcE 0r DEcISIox
Bv (cERTrrrDD) HUr,t

For a Redeterml.natlon of a Deflcl.ency or
a Refirnd of Personal Income 8 UBT r
Taxee under Article(s) f0 I 161 of thc
Tax Isw for the (fear(s) 1944 I 1g4a :

State of l{er York
Gounty of Albany

Janet  \ { r ight r belng duly eworn, depoeee and aeyr that

ehe Ls an enpLoyee of the Departnent of Taxatlon and Financcr ovcr 18 yeers.of

agel and that on the llthday of i,larch , L97O e she cervcd the rlthtl

lfortice of Deciston (or Determl.natton) by (ccrtifred) na{L upon Liber g,

l n l l r n ^ h
v v . l l r Y e r l t  L J r  J .

(repreeentatLve of) the petltloner tn the wlthln

proceedlngl by encloeing a true copy thcreof Ln a ceeurely sealed poatpatd

rrrapper addressed as fol lorsr Liber 8 Coll igan, lsgs.
88 -14  Su t .nh in  t sou leva rd
Jama ica ,  l Jew York

and by deporlttng sane encloeed in a postpald properly addreaged rrappcr ln a

(post office or offlclal depsttory) unden the excluglve care and cuatedy of

the llnited tltateg Pogt Offlee Departncnt wtthln the State of llcr Yort.

fiiat deponent further Bays that the said addrecsee le the (repreeeutatlve

of) petttl.oner hereln and that the address eet forth on aaid rrapper 1r thc laet

known address of the (relreeentatl.vc of thc) pctitloner.

Sworn to before ne thls

l- lth day of l'iarch , L9 7Q

l )  t t  ,  I
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STATE OF I{EW YORK
STATE TAX CO}I}IISSION

In the lfutter of the Petltion 
.

of
:

i ' , ' lax Schenfeld
:

For a Redeteminatlon of a Deffcl.ency or
a Reftnd of  Personal  Incone8.,U.B.T. t
Taxee under Article(s) f0 e 16/. of thc
?ax Iaw for the (Year(s) L944 S, L94a :

State of Nen York
Gounty of Albany

Janet  
' r ' j r ioht

AFFIDAVI? OF I,TAILItrC
OP ilOTICE OT DECISIOtr
BV (CERTTTTED) Hrrr,

r being duly swornr depoaes and eaye that

she is an employee of the llepartment of TaxatloR and Fl.nancer over 18 years of

agel and that on the llth day of l,iarch t I97O, she aervcd the rlthln

lfotice of Decislon (or Deternrinatton) by (ccrtiffed) nall upon l{ax Schenfeld

(representatLve of) the petltloner ln the rlthln

proeeedingl by encloeLng a true copy thereof Ln a seeurely eealed po*pald

wrapper addressed as follows: l{ax Schenfeld
2420 Ccean Pky
Brooklyn,  Nev;  York

and by deporltlng eme errclosed ln a postpald pnoperly addreesed rrapper ln a

(post office or offlcial. depository) under the excluslve care and cuctody of

the llnited States Post Offlce Departncnt withln the $tate of lfcr York.

Ttrat deponent firrther says that the eald addrescee le the (representatl.ve

of) petttf.oner hereln and that the addrese set forth on gal.d Hrapp€r lc the Lact

knom addrese of the (repreeentatlvc of thc) petltloner.

Sworn to before ne thls

11 day of i larch , L9 79



STATE OF NE}T YORJ(

STATE TAX COM}fJSSION

rid THg },IATTER OF lTiE APPLTCATTON OF

MAX SCHEIIFELD

For Revision or" Refund of Personal fncome
Tanes Under Ar.ticle 16 and Unincorporated
Business Taxes Unden A:r t ic le 16-A of  the
Tax Law for" the Yea::s l9lpll and 191+5

lvianc Schenfeld, the tarcpayer, having fi led an appliea-

tion fon revisi.on or" r 'efr-md of personal income taxes and of

r:nincor.ponated business tarces for the yea:rs 1944 artd. 1945 t

and- such a.pplication having been denied, and. a hea:ring having

been held at the offices of the State Depa::tment of Ta:cation

and Finan.ce, BO Cent:re Street,  New Yor.k,  New York beforo

t-rarrcis X. Boylan, Hea:ring Officerr oo l iay 3, 1965 and. the

ta:cpayer, luiax Schenfeld, having appeared by Liber" & Coll igant

of  Jam.a. ica,  New York,  by Thomas J.  L iber,  Esq.e of  counsel ,

and. the taxpayer having been present in per.son, and. the recond

having been d.u1y examined. and considered,

The State Tax Commission hereby f inds that:

(f ) By notices of a.ddlttonal assessments AA STB 9628

arrd AA SIB 9629, both dated December ] -6,  1959, the State Tax

Commission made assossments of additional taxes against taxpayer

fon the yeat3s 19h4 and l9\5, respectivelyr by reason of funther

u:erepor. ted income and certain disal lowed deduct ions.  Fon the

year 19hh, it assessed add"it ional normal tax in the alnount of

$2r3O[L.BB, and addi t ional  uninco::porated businoss tax in the

amourt  of  $f  r l l112.03e to a total  of  ad.di t ional  taxes, and
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penalties and interest of $20 ,533.07 i f or the year l9l+5, the Com-

mission assessed additional normal tax in the amorxrt of $f 3L3.36

and additional uninconporated. business tax in the amount of

$11010.79, to a total  of  addi t ional  taxes, and penaJ.t ies al ld

in te res t  o r  $12rL78.55  f  o r  tha t  yo&r r

The sajd" totals as to both years were axr ived at  by

doubling the aggregate tax due in each year, and ad.dlng thereto

a further chargo at  the rate of  L% per month down to October !5,

I959r pursuant to tho author i ty of  Tex Law sect io l , -  377.3 pro-

viding for such penal t ies in cases of  wi l I fuI ly fa lse r :eturns

ma.d.e r"rith intent to evade the tax'

Q) At the t ime of  the addi t ional  assessments in

l-959 the taxpaye:r t s state j-ncome tax retu:rns for. 1944 and 1945

had been des t royed in  accordance w i th  the  Depar tment ts  p rac t j -ce .

Tho acd. i t ional  assessments tn 1959 were based on a

r^rltten repor.t made by a1r investi6gator of this Department

supplemented. by and based on a repont by the federal Treasu-ny

Department by lotter. add-ressed to the taxpayen dated. July 9r 3-95I,

summar.izing an audit of the taxpayerrs fed"eral netunns for the

yoar"s under consider,at ion.

In the yea::s under considerationr 1944 and 191+5, the

taxpa.yer r,rade returns of norm.al and unincorpor"ated business tax

a.s a jobber of d.r"ess trimmings. In 1944, hi-s normal j-ncome

reponted. for  purposes of  state taxes, 4S constructed. f rom his

federal  returns was $t3r69l+.38 for.  nor.mal income tax purposest

anO $ZO ,761+.28 fon qnincorpora-ted business tax purposes. In

I9l+5, the taxpayenrs New York normal incqner 8s constnucted.t
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was $5rL48.37 and his income subjeot to r .mincorporated business

tax,  the amor:nt  of  .NB .LTZ.56,

In 19h4 he was assossed. on add.it ional ineome of

$43r+oe.eB for normal tax pu-rposese and on $31 1832.78 fon

unineorporated business ta)c. This total add.it iona-L income forn

19h4 ref lected the disal lowlng of  centain i tems of  oxpense d. is-

allowed on the federal returns and the ad.d.ing of the amount of

$39r ]+7LV.7B in  unrepor ted  sa les .

. The total add.it i onal j-ncome ln 19h5 f or normal tax

pur:poses was fixed in the arn.orrnt of $39,832.51+, and f or unin-

cor3porated business tax purposes, i -n the amount of  $32rO58J5.

These figures for 19[5 similarly were arrivod at by d"isallowing

certain items of expense tha-t were dlsalIowed on fedor.al audlt

arrd by addlng the am.ount of $39 rT98.35 in additional unreported.

sa les .

These mod. i f icat ions af ter  certain statutory al lowances

for state tax purpos€s resul ted in the total  addi t j -onaI income

stated for.  each of  the two yeans.

(3) The Departmentts i -nvest igatorts repor. t  at  the

t ime of  such add. i t ional  assessments in 1959 lndicated. that  there

hlas a fed.eral indietment arising out of taxpayerts retr-rrns fon

the years under" consi-der.ation, as a result of which taxpayer

we.s convicted" and paid" two f ines total ing , i ;3rOOO.

fn fact ,  and according to a recent neport  of  an in-

spect i -on of  tho cr imina- l  court  docket of  the lJ.S. Distr ict

Court, &t New Yonk, New Yonk under docket No. J-35-27, Jud.gment

No. 53358, was entened April 2, I95l r egainst the ta;rpayer,
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Ivlax Schenfeld, who r"ras tndicted on two corrnts for attempting

to evade fe6eral income taxes for the years 19!4 and 191+5'

Mte:: pleading not guilty on March 1[, Lg'L, tho defend'ant

taxpayer plead.ed guilty on April 2' ]7SL and. on April 23r L95l'

he was sentonced to pay a fine of $1r 5OA on each of the counts

to a tota. I  of  $31000. On Apr. i1 30, 195I,  the dofendal t  paid

the  sum o f  $3n000 .

(l+) fhe ta:cpayer in the present proceeding fiLed

applications for revision or refund as to the additional

assessments fon both lgtl l+ and 1945, stating therein only that he

raised questions of l-aw a4d. fact. The objections actually made

in ta- :cpayerts behal f  were that there was no adequate basis for

assessments premised. on fraud, and that the assessments were

therefone untimely m.ade; and that the additionaL assessmentg

were excessive in 8]1y case in that no allowance was made fon

the cost of  goods soldr &s an expense to be of fset  against

the p: :oceeds of  the asse:: tod unreported sales'

$ )A t the t im.eo f theadd i t i ona lagsessmentsmad.e

by reason of a finding tha.t the returns under consid'eration

wore f alse and. fraudulent, t lre State f ax Consnission, it is

found, was j -nformed by i ts invest igatorrs report  that  the tax-

payor had been convicted of  at tempted federal  income tax evasion

for the year^s under consj-d.erationl and. the informatlon so

repor ted  was in  fac t  t rue .

(6 )The taJ (payerd - id .no t tes t i f ya t thehear inghere in

pu::suant to which this d.eterminatj-on is made, artd, it is found',

the::e was no testimony by any witness in his behalf I o! ajry
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ovidence, th.at the amowrts of net lncome computod and. ropontod

by taxpayen for state tax pur.posos in 1944 and L945 did not

in fact reflect a1.1- the costs of al-l sales mader includS-ng

those sa-Ies on which he did not report  the incomo or pay taxos.

Upon the for.egoing fa.cts and findings and all- the

evj.denco herein, the State 'Iax Commission hereby

DTTERIVIINES:

(A) That the add.it iona-l assessments unden consid.erationt

which l lere based' on a find'ing of wilfull) '  f alse retunns with

intent to evade the tax in the years under considera.tion,

were ad.equately suppo:rted by tho infor,mation the Department had.

a.t the time of such findings and assessments, and said. &ssoss-

ments wene not anbitra.ry or unreasonable.

(B) That,  in the absence of  evid.ence that the costs

already taken by taxpayer, and. reflected. in the taxpayerrs

returns for  the yeans in quest ion,  were not the fu l l  costs,

including costs nelatod to sales which the taxpayer did not

include in incone or pay taxes otr  the Departmentrs not making

any special  a l lowartce,  i tsel f  ,  ( in comput ing the add. i t ional

assessments) for  est imated. costs of  goods sold in such r :nreported

salesr &s an offset to i-ncorce fr"om such sales, was not uDros.soll-

able or unlawful.

(C) That the ad"di t ional  assessments,  both dated.

December 16, 1959, for  the years 194h and 19t15, respect ively,

assessing tax penal ty and interost  to a tota. l  of  $20 r533.O7

fo: :19114, and $te, I78.55 for f9 l+5, &s of  October L5'  L959,

were lawfuL and" correct, pursuant to pnovisions of Tan Law
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section 373 pnoviding fon assessment at any time in the casg

of a wilfully false on fraudulent neturn with intent to evade

the tax, and pu.rsuant to Tax Law section 377.3 providing for

d.oubling the tex due and incneasing it at the nate of l%

monthly while r:npaid j-n such cases of false or fnauduIent

returns.  The said assessments are therefore af f i rmed.

And i t  is  So Or.derod

DATID: Albany, Now York this 9th day of  Manch, 1979r, , , ,

STATE TAX COMI'MSSION

" t '  ; i  ' t
'  

|  
' ,€' : /L t!* '/-<'{ '(--"-i -<-a.*-'

-
TngSIDENT
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trtl3 ?lr oiltrtlril

F. toa} 
]/'nT

ru I(I aD. Aq' t^ +d rfi nrtrd+tr+ 
6{-

tbr rttrcbrd drtcrfntbn ru prgcod bt h. f. I. fotf[ |n
f96? btlt n mt pcrrrd trll n. lt. lqlmr ln hlt F-C
crprclty rr r tls!{ Off&c of, ttlr uoltr bn rrvlrr{ hlr pr
?o.d drtrSnrtlo rnd hrl fndfs.d hlr oocls.d r1rarrtt.

ttn drt;rlrrtlil rurtrb r ftrd Dlrl$ rrrnt r rrll r
rn |lr.|ffi fc tbr bolG tc. thlr ||rmt || br| d qn r
Frdanf rdtt rnd tt, trqrycrr mvlcth a r cDrqn of, ltd;lrt
lrc tn lrr.lffi fr tlr trrr ltaa rd l9lt.

I dtqrc rltb ttr drtcrlntls rAlsb lr n*rlr|ly brd a
frrud, tfir rr tr rfrlch r. rrt ilrld! thr bar el lnd. fft
brrla [lrriltr rr utlnely lf thb hrdG t Dt ]ilrlllurdo

Il roecdct rltfi rt lrrrrrf Fffct ee @ r|ti tLr
tl{xt of fu brlf of,f,lcrf r |t. loyb?r drt:rlr:tL t
sblttrt to yil.

ttr bulr d;y dfrr1rffi lr ttft tto Qlnrcrl lrr lct r*ur
rco mt tn rvldmr b*rulr t$q ird bra |rtrryd. xr hr rlt
tt* ttu trDryr dli fllr trlr rrtru3 tb ffi Ffi ft tfuih

ftr Dqtstrrtrr cr.f |r !r.a at1r:ely qlc thr ldret rlrt
b.crn. ttr tqqyc frrnftl,r*ly na-rtrtea c Llr lrlerf rltrtr
hr dld fo c hf- hr I*t rrtrra, lt tr ry cctGlr tfrrt tt|r L
ffi r FotG fi[f |l?Gu.

tGralty to tf,r ltrtr tt hrln

ny tr 1969

cc Ir. 0otfrn
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,ok^. srATE oF-rrrEw yoRK
ffi51fit1l

ftfttfl DEeARTMENT oF TAxATtoN AND FINANcE
vGelr BU|LD|NG 9, ROOM 2t4A

srATE TAX coMMrssroN srATE .AMPus
ALBAT{Y. N. Y. t2226

N O R M A N  F .  G A L L M A N ,  A C T I N G  P R E S I o E N T  A R E A  C O D E  5 1 8

A .  B R U C E  M A N L E Y  4 5 7 - 2 6 5 5 , 6 , 7

M I L T O N  K O E R N E R

Of f i cen

X. Boylen

cc Pcti.tLonorIc
Lm Bureau

STATe Tax coMMtsstol {

HEAntXG ur{ 'T

EOWARD ROOK

SECiETARY TO
coMM ts3 tox

ADDRESS YOUR REPLY TO

Heaning Of f lcenDATED: Albany; N.y.
l{uch 11. l9?0

llex Schcnfcld
2420 Ocarn Pky
Brooklyn, Hor York

REr Pcronrl Incone Texcs end
Untncorporrtrd Buslnen Trxcr

Dorr Slrl
Please take not ice of  the detarminat ion of  the

State Tax Cor t rn iss ion enclosed henewi th.

Please take funthen not ice that  punsuant  to
Sect ion 375 of  the Tax Law any proceeding-  ln  cour t  to
rev iew an adverse determinat ion must  be commenced wi th in
90 days af ten bhe data of  th ls  l .e t ten.

Any lnquinies concenni.ng the computation of tax
due or  re f i rnd a l lowod in  accondance wi th  th is  determinat ion
on concenning any other  mat ten may be addressed to the
undensigned.

Veny tnrly your.s,

.ni  i
1f ' : . t : :  "  1

Heaning

Franst r

Roprercntatlvr

AD-r .  ro  (2 /7o)
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ST1i,T,1 OF li.il','/ Y0il]'i

STATIJ T.Ui COJ'Ii,IISJION

Ii{ Tl{jil I{AfTnit OF 'IT:IE A?PL1-CATIO1'I

}IAX SC].|N.dFSLD

For Revis ion or Refund of  Persona. l  Income
Taxes I lnder Art ic le -1-6 and Unincorpora-ted
Business Ta:<es Under" Art ic le 16-4 of  the
Tax La.r"r fo:: the Years fglfll. and. 191+5

l iax schenfeld, t l :e ta;<payer, having f j . led. B]1 applica.-

t ion for  rev is ion or  re f r - rnd.  o f  personal  income taxes s 'nd of

unincorpora. te .c l  bus j .ness ta i ' ,es for  the years ]g tLh"  and 19115,

encl .  such apr : l ica. t icn ha.v ing been d.e l ' . ied. r  and a hear ing he.v ing

been held a-i the off ices o:f the Siate Depe-rtrnent of Ta;<atj 'on

and in inance,  B0 Centre St- r .eet ,  iderv Yor I<,  New Yo: :k  before

, : l ra ,nc i .s  X.  Bol i fsn,  i iear : ' -ng Of f icer ,  on i " ia-y  l ,  L965 anci  the

taxpa.; 'el: ,  i ' iax Schen.l 'eld., iraving ej l i)eared by Liber & Coll igant

of  Jamaica- ,  iderv Yor lc ,  by Thoma.s J .  L ibe: : ,  Esq. ,  o f  counsel ,

and the taxpa.yer  ha-v ing beon present  in  person,  end.  tLre record '

hav ing been duly  examinecJ.  anC.  consj -derec ' I ,

The Sta-te Tax Cori : i , r issior:  b.ereby f ind.s tha' t :

( I )  By  nc t icos  o : l  a .c i6 i t iona . l  Lssessrnents  AA SIB 9628

s.nd AA SIB 9629, both da.tecl  Decembei:  l6,  1959, the State Tax

Comraission ma.de e.ssossments of a.cldi-t io,eal texes against ' i :axpayer

for t i re years 19Ld+ and. 191+5.,  Iespect i -vely,  by rea.son of  fu-r ther

r:nr eporte d incom'e and cert a-in di- s a-]-lowed cl educii ons ' Tor tl:e

yea.T 19llf , i t assessed a<ld.it iona.l no-rma.l ta.x in the a;nount of

$er3OLp,88, and. a-dci t iona- l  unincorporated bu-si-ness ta: :  in the

0I'

alno' , rnt  of  . j l r l+42.03, to a total  of  e.c ld. i ' i ; j -onal-  ia: ;es,  and
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penalt ies a:rd interest  of  $eO r533.Q7i for  the yea-r  I9 l+5, the Com-

mission a.ssessed a.C.di t ional-  normal tax in the amornt of  $f  .3 j -3.36

and addl t ional-  unincorpc,rated business tax in the a.mount of

t l ;11010.79 ,  to  a .  to ta . l  o f  add- i t iona l  taxes ,  and pena l - t ies  and

j .n te res ' i ;  o f  { ; fe r178.55  f  o r  tha t  j rea . ro

The sa. id.  toto. ls as to bo{;h years l ' Iere arr ived at  by

doubling the a.ggregate ta:-, due j.n ea.ch yea,r, ff id a.d.ding the::eto

a- fur.ther. char.ge a.t tbe ra.te of I i( per roonth, riol.rn to 0ctobe:: 15,

I959r  Fu- rsu-an t ' co  the  ag thor i ty  o f  Tax  Laru  sec t ion  377.3  pro-

vi i . ing for  su.ch pena. l t ies in cases o: f l  vr j - l1- fuI ly fa- lse returns

me,.d.e l i i t i r  inter: t  to evad.e the ta i ( .

(2)  At tne t i i i te of  t t re a.ddi t - ' rona. l  e-ssessments in

1,959 tl ' :e taxyre.i;erts sta.te incorne ta-x returns for 191|I! and 1945

had be en d est:: o)'ed in a.ccord a-nce lvith the Depa"rtrrent I s pr a.cti ce .

The a. id i t ional  assessrr ienis in l -959 vie re based on a.

r . r r i t ten rei :or t  na.Ce b;r  an invesi ; igator of  th is Depa.r tment

si : .1rp1eniented. by and based on a.  report  by the fed.eral  Trea.sury

Departn:ent by l -et ter .  a.c ldressed to the texpa"yer d-ated iu ly 9,  L95I,

sum.rrra.rizing a:A ahd.it of the taxi:ra.yerts fed.era.l returns for the

yea, rs  unde r  cons idera . t j -on .

fn the years '.:nder consid.era.tionr 191y'1 and 191+5, the

taxpayer na.cle returns of  norna. l  and unincorporated business tax

a.s a.  jobber  of  dre ss t r i rn in inqs l .n 1941-1, his norina.l- incorae

repor te d.  f  or  pL l IpoSes o- i  s t  a . 'ce texes ,  s .S ConstruLcted f rOi ; i  h j .S

federa- l  re turns h is .s  i+ I3 r6gLf  .3B f  or  norrnal  incoi t :  e  tax pu. r r )osest

enr l .  ; ;20,  J tc t . i  .23 fcr .  un incorT)or : , . tod bt r -s : ' insss tax ptu ' i )oses .  In

f9\5,  the tg ; :na; rsr" ts  i ie- " r  
' . /ork  

nornal  inco:ne. ,  8 .s  constru-c te C,
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r re.s $5rt l l f } ,37 and his income surtr ;ect  to uej .ncorpora. i ;ed.  business

tax ,  the  anount  o f  .pB r !72 .96 ,

In 19[-p he r . ras B.ssessed on a.c]di t iona. l  income of

$h3r4oe.rr8 for  normal tax pr:r . rposes, and. on l1 i l1 ,832,78 for

unincol" i )orerted bus{.ness tax" This tota. l  a.ddj . t ionaJ- inconte for

l9 ld l  ref f  ecied i ;he d. isa. l - lorv i -ng of  certaj .n i te: :ns of  ez:pense dis-

a"lloi{ed on the federa-l retu::ns and the a"ddine of the arrtorrnt of

f i39 r l l -7\ . .78 in nnreported sa- l -es,

. The toia.l adcl.: i i iona-1 incone in 19l-15 for norn.a] tax

purposes i.ra.s fixec in tl:re a.ir.rorrnt of $39 r832.$b,, and. for unin-

corpo::a. tecl .  business iax purcoses, in the a.rnount of  i i3ZrO5B.35.

Ithese figrr"r.es for. l*911.5 sirnilar"-l-)' vtrere a"rrived a.t by di.sallor^ring

ce::l- 'ai.n itens of er,pense tha.'o ' i .rere i i isa.l lor.ied on fed.era.l audit

a:rci. b;- a.c1.d.ing tjre al:ount of i,;39,798,35 in acl.d.it iona-1 unrepor'ted

s  a les  .

These modi f ica- i ; j .ons a. f ter  cer ta. in  s ta. tu tor :y  a1 lor ' iances

for  s ta. te  tax pu. rposes resu- l ted in  the 'bo ia l -  a-ddi t iona. l -  incorne

sta. i :ed.  for  ea.ch of  the t lvo yca.rs .

(3 ) The Depa.rtrrren' i i  t  s investigator t s relror"t a.t the

t im.e of  such addj . t iona. l  a .ssessnents in  1959 lnd ica i :ed that  there

wa.s a fed.e i .a l  ind ic tn ' rent  a- r is ing out  o f  taxpa;yer . rs  re turns for

the ye,a::s uLder consj-deration, a-s a, resri l t  of nir ich tajcpa.)r ier

r^rs .s  conrr i .c ted a.nd.  pa. i .d .  t r , ro  f ines to ta- I ing : ;?r000.

In  fac t ,  end  a .cco rd i .ng  to  a .  recen t  repo r i  o i  a l l  i n -

spec i ; i on  o f  t be '  c r i n l i na l -  co l r - r t  doc l l e t  o f  t he  l . I .S .  D is t r i c t

Co'a::t ,  s.t i ' , iew Yorl<, Nerr Ycric under d.ockei ido. 135-27, jud3rrent

f io .  53358,  ' , . ra .s  cntered Apr i l  2 ,  l .95I ,  e .ge. i -nst  the ta- :<psyer ,
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l , Iax Schenfold, ' t lho via-s indicted ol l  trrro cor-urts for a"bternpting

to evade fed.eral income ta:ces for tho years 191+4 and 1-9\ '5'

After pleading not guil ty on }ia'rch l lp, ]-951', the defendant

taxpayer plead.ed. guil ty on Apri l  2, :-gS:- 8nd on Apri l  23, 1951,

he *a.s  sentenced to pay a f ine of  q ; t  r5OO on ea-ch of  the counts

to a.  to ta. l  o f  i ;3r000.  On Apr i l  30,  195I ,  the d.efendant  pa id

the  sum o f  $3 ,000 .

( [ )  The taxparyer"  in  the present  proceeding f i led

eippl ica. t ions for  rev is ion or  : 'e func l  a-s  to  the addi i iona ' l

assessments for  bot l :19h[  a : rd 191i5,  s tat ing;  there in only  that  he

ra.ised- guestions of la. i .r snd. fact. The ob jections a'ctually mad"e

in taxpayerrs boha.lf  l ' Iere the.t the're I ' fas no a'r) 'equate be-sis for

a-SSessnen'bs prepi -sed on f ra-u-c1,  a f td  that  the a 'ssessr i lents ' r lere

therefore rur t i rne ly  n:acJ.e;  and tha. t  the addi t iona. l  assessments

rfere excessive in a-ny case in t i la.t no al lo"lance wB'S made for

the cost  o f  good.s so ld. r  ds a.n expense to be of fset  against

the pr ioceed.s of  t i :e  asser ted unrepor ted.  sa. les.

(5) /\ t  the t im.e of the add.it iona.l- e-ssessments n8'd'e

by re a.son of  a  f ind ing iha- t  tkre returns under  considera- t ion

were farse a.nd f f ,au.dulent ,  the s tate Tax connniss ionr  i t  is

fo i rnd,  l fas in formed b; r  i ts  invest iga ior ts  repor t  tha ' t  the tax-

payer ha.d been conviciecl of a.ttein;oted fe'dera' l  j 'ncome tax eva'sion

fo: :  the years r . :nder  considera ' t ion;  and the in format ion so

reuortecl. r"ra.s in fa.ct f : :ue

(6 )  The  taxpa ; re r  d id  no t  t es t i f y  a . t  t he  hea r inS  he re in

pursu-ext  to  ivh ich t l : is  c le . termina. t ion is  m.ade,  axd,  i t  is  found' '

t i : .ere ua-s no test i inony by any t r i tness in  h is  behel f ,  or  any
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evj.dence, th.at the anor.rrts of net incorne conrputed. and repOrted

by taxpa-Jre.r for staie ta.x purposes in l9ldl and 1945 d.id. not

in  fa .c t  re f lect  4 .11 t i re  costs  of  a l l -  sa- les ma.d.e,  inc lud. ing

those sa- l -es on i *h ich i re  d id  not  recor t  the incotne or  pay taxes.

. upon the foregoing fa,cts and. f indings and a-11 the

evid.ence h.ere in,  the Sta. te  Tax Cor ' rn iss ion hereb;r

D tlT:itll,if i{!lS :

( A) I-ha.t the a.ddi-t iona-' l-  a.ssessrnents u:rcler consi.d.er a.t ion,

r,rhicl- 'r- 1.I€:r€ based on a. f ind,in3 of r. i i l ful l ; , .  false returns with

in tent  tO eve.d.e t l : : .e  tax in  the y€,a-rs  under  consid.era. t ion,

were a-dequa,tely supported b;,r the inforae.t ioir the Department had .

a . t  t i re  t j . rne of  su.ch f ind ings a: rd.  assesstnents,  and.  sa id assess-

meni;s we::e noi arbitra.r 'y or. ' '  'dnl 'ea.sonable.

(B )  Tha t ,  j _n  the  absence  o f  ev id .ence  tha i  t he  cos ts

a-lrea.. j ; ,  ta)cen b;. taxpa-yer, and. r ef lected. in the taxpayer" t s

re tu , rns  fo r  t he  yea : . s  i n  ques t i -on ,  r ve re  no t  t he  fu1 l  cos ts t

inc luc l ing costs  re la . ted to  sa l -es r , ih ich the ta ;cp aJeT d id noi

inclucle in inco:i ie or pa-y teuces on, the Departrnentrs not rnaking

any specia. l  a l lowance,  i tse l f  ,  ( in  conrput ing the a.d.d. j - t icna- l -

as-sessrr .ents)  for  est ima. ted.  costs  of  goods so ld in  such unfepor ted

sa- l€ ,sr  4s an of fset  to  incor , le  f rorn such sa. - l -es,  was not  unreagon-

abl-e or unlawfu.l.

(C )  Tha t  t he  add i t i ona l  a -ssessmen ts ,  bo th  d 'a ted

T)ancm' i rer .  16-  ] .959,  for  the ; ;ea- : rs  fgh l l  and.  19115. ,  respect i 've ly ,
v v v ! . r j . v \ ' I  L v t

e.ssessin, i  ta- 'c pona. l iy  a.nd in 'berest  to a- ' ;otal  of  r j20 1533'OT

for 1gl-1- lp,  and r i12,178 .55 f  oy L9lr , i ,  3.s of  october 15'  1959,

l^ iere 1e-wfr- t l  and correct ,  -oursuant tO pr"ovis ions of  Tax La- ' i
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seat iqn 3?3 provid. ing for  a-ssessment at  any t ime in the case

of a Lri lfully false or fra-udulent r.etr-trn with intent to evade

the tax,  and. pu3suan' ;  to Tax Law sect ion 377.1 provid. ing for

d.orrbling the tax due and increasing it a.t the ra-te of l?1'

monthly lth.i le turpaid in su-ch cas€s of fa.lse or fraud-ulent

retui :ns.  Tho sa. ld.  assessrnents a ' re therefore a-f i i rmed.

And i t  is  So Or.d.ered

DATtrD: Alben)-, l'Ietr Yortrc this 9th day of  Manch, 1970. , .

STATE T.{,( COI'II.IISSIOi{
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