
S?ATE OF NEld YORK
STATE TAX COMHISSION

In the lhtter of the Petition
:

of

B. HARRY FRANKEL
AFFIDAVIT OP HAITIIIG
OF IIOTICE Of DECISIOII
BY (CEnTTFTED) t{AIr

Business

State of New York
County of Albany

Linda Wilson r being duly sworn, depoees and says that

she is an employee of the l)'epartment of Taxation and Finance, over lg years of

ager and that on the 29th day of February , L972, she served the withln

Notice of Decision (or Deterrnlnatlon) by (certlfied) mall upon MOSES FUCHS, C.P.A.

(representative of) the petitloner in the within

proceedingr by encloalng a true copy thereof in a securely sealed postpal.d

wrapper addressed as fol lotrs: Moses Fuchs, C.P.A.
15 Park Row
New York, New York

and by deposlting same enclosed in a postpald properly addressed rorapper in a

(post office or official deposttory) under the exclusive care and cuetody of

the tlnited States Pogt Office Department withtn the $tate of lfer york.

ftrat deponent firrther says that the sald addressee ia the (representatl,ve

of) petttLoner herein and that the addrees set forth on sal.d Hrapper ls the lact

known address of the (repreaentatlve of the) petltioner.

For a Redeterrnination of a D,eficiency or
a Refund of Personal Income a unincgrporated
Taxes under Article(s) 16 & 16-Aof the
Tax Law for the (Year(s) 1960. !

Sworn to before me this

29Lh day of February , 19 72
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STATE TAX COM}IISSION

In the lhtter of the Petition
:

of

B. HARRY FRANKEL 
:

:
For a Redetemination of a Deficiency or
a Refund of Personal Income & Unincgrporated
Taxes under Articte(s) 16 & 16-Aof the
Tax Law for the (Vear(s) 1960. :

AFFIDAVIT OF I,IAIIIT{G
OF IIOTICE OF DECISION
BY (CERTTFTED) r{Arr

Business

State of New York
County of Albany

Linda Wilson , belng duly swornl deposes and says that

she is an employee of the Department of Taxation and Finance, over 18 years of

age, and that on i l1s29th day of February t L972, she served the withln

Notice of Decision (or Determination) by (certified) mall upon DAVID RUBIN, ESQ.

(representative of) the petitloner in the wlthin

proceedin$r by enclosing a true copy thereof in a securely sealed postpald

wrapper addressed as followsl David Rubin, Ese.
2I7 Broadway
New York, New York . 10007

and by depositing sane enclosed in a postpald properly addressed rrapper ln a

(post office or officlal deposltory) under the exclusive care and custody of

the ttnlted States Poet OFfice Delurtment withln the State of lfew York.

Ttrat deponent further says that the sald addressee ie the (representatlve

of) petttl.oner herein and that the address set forth on sal.d hrrapper ig the lart

known address of the (repreeentatlve of the) petitloner.

Sworn to before me this

29Eh,day of February , L9 72



, STATE OF NEW YORK

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, RO(},I2l4A

STATE CAMPUS
ALBANY, N. Y. 122z/

AREA COOE 518

4 5 7 - 2 6 6 5 , 6 , 7

DAT&r Albanyr New York

labnnry 13, 197t

9TATE'TAt CoMMr39rOl{

ilEAtrxo ur{rt

EOWARD ROOK

slc iEtAiY TO
coMMrSSror l

ADOiESS VOUR iePLV TO

STATE TAX COMMISSION

N O R M A N  F .  G A L L M A N ,  P R E S I O E N T

A .  B R U C E  M A N L E Y

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

B. Harry tranhd
798 !{ontgmory 8tr.ct
Srookllar Xrff xorh

Delr lE. trenholl

Please take notice of the D3111g$ttrIfrtr1fl of
the  Sta te  Tax  Commiss ion  enc losed herewi th .

P lease take  fu r ther  no t ice  tha t  pursuant  to  sec t ion(  s )

375 e 386J of the Tax Law any proceeding
in  cour t  to  rev iew an adverse  dec is ion  must  be  commenced
wi th in  9O doy t  a f te r  the  da te  o f  th is  no t ice .

Any inquir ies concerning the computat ion of tax due or
re fund a l lowed in  accordance w i th  th is  dec is lon  or
concern ing  any  o ther  mat te r  re la t ing  here to  may be
addressed to  the  unders igned.  These w i l l  be  re fe r red
to the proper party for reply.

Very truly yours,

\ v -
\  I ^ l U A

u  t t ^ v  I

\
l,arlsnrlc A.'' fornrn
Hear ing  Of f i cer

cc  Pet i t lonex '  s  Representa t ive
Law Bureeu

y'?,n o-41 v€"f-' cfn', 
**,



STATE OF NEW YORK
STATE TAX COMHISSION

For a Redeterrnination of a l}eficlency or
a Refund of Personal Income & Unincgrporated
Taxes under Artiele(s) 16 & 16-Aof the
Tax law for the (Year(s) L96O. :

In the Matter of the Petition

of

B. }ARRY FRANKgL

State of New York
County of Albany

Linda Wilson , belng duly sworn, deposes and says that

employee of the Department of Taxatlon and pinaneer over 18 years of

that on the 23rd day of February , L972 , she served the wlthtn

Decision (or Deternrination) by (certtfied) mal.l r.rpon B. HARRY

(representatlve of) the petitLoner in the wlthin

proceedl'ng1 by encloslng a true copy thereof Ln a securely sealed postpaid

wraPper addressed as follows: B. Harry Frankel

;::#il:1"il:;o"::;."'
and by deposltlng sane enclosed in a postpal.d property addressed wrapper ln a

(post office or official deposltory) under the exclusive care and custody of

the tlnited States Post Offtce Department withln the State of New York.

fitat deponent further saytt that the eald addressee ia the (representatlve

of) petltloner herein and that the address set forth on said wrapper le the lart

known address of the (repreeentative of the) petitloner.

she is an

agel and

Notice of

F&ANKEL

Sworn

23rd

to before me this

day of February

€uo-*-2.2, A {"---r

rt2,* u6T t

/7zt-

AFFIDAVIT OF MAITINC
0F NorrcE or DEclstolf
BY (CERTTFTED) r{AIr

Business

,  Lg72
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STATE OF TIEW YORK
STATE TAX COMHISSION

In the Hafter of the Petltion

of

B. HARRY F'RANKEL
:

Por a Redetermination of a DefleLency or
a Refund of Personal Income a Unincgrporated
Taxes under Article(s) f0 * 16-Aof the
Tax Law for the (Year(s) 1960. 3

AFFIDAVIT OF T.IAIIING
OF IIOTICE OP DECISION
BY (CERTTFTED) r{AIr.,

Business

State of l{ew York
County of Albany

Linda Wilson r bel.ng duly swornl depoaes and says that

she is an employee of the Department of Taxation and Finance, over 18 years of

agel and that on the 23rd day of February , L972, she served the within

ilotice of Deeieion (or Determinatton) by (certified) ma1t upon MOSES FUCHS

(representatlve of) the petitloner in the wlthin

proceedingr by enclosing a true copy thereof in a seeurely sealed postpald

wrapper addressed as follows: Moses Fuchs
233 Broadway
New York, New York

and by deposltlng same enclosed Ln a postpalil properly addressed wrapper ln a

(post office or official deposltory) under the exclusive care and cuatody of

the Unfted States Post Office Department wlthln the State of l{en York.

That deponent ftrrther says that the sald addressee ie the (representatlve

of) petltioner herein and that the addrees set forth on sald wrapper ie the laot

known address of the (repreeentatf,ve of the) petitloner.

Sworn to before me thls

23rd day ofFebruary



f  l - - .

STATE OF NEW YORK

STATE TA)( COMMISSION

In the Matter of the Application

o f

B. HARRY FRANKEL

For Revision or Refund of personal
Income Taxes under Art icle 16 and
Unincorporated Business Taxes under
Article 16-A of the Tax Law for the
year  1960 .

DETERMINATION

Taxpayer filed an application for revision of Personal Income

Taxes under the procedural provisions of Article 16 and Unincorporated

Business Taxes under the procedural provisions of Art icle 16-A of

the Tax Law for the year 1960. A formal hearing was held before

Vincent P. Molineaux, I learing Off icer, Et the off ices of the State

Tax Commission in the City of New york on May 16, L967. Taxpayer

was represented by David Rubin, Esq. and Moses Fuchs, C.p.A.

FINDINGS OF FACT

1. Taxpayer filed a New York State income tax resident return

and an Unincorporated Business Tax return for the year 1960.

2. On November 19, L962, the Department of Taxation and

Finance issued notice of addit ional assessment number A8031646 in

the  amoun t  o f  $L ,679 .4A .

The assessment was based on a finding by the Department that

the balance of bad debt reserve account transferred to a newly

formed corporation by the taxpayer was t,axable income for Personal

Income Tax and Unincorporated Business Tax purposes on the basis

of  U.S.  In ternal  Revenue Code Regulat ion 1.L66-4 and U.S.  Revenue



I  D - e

-2 -

Ru l ing  62 -L28 .

3. Taxpayer was engaged in the plastic novelty business and

in 1960 formed a corporation under the name of Franklin Plastic

Specia l t ies,  Inc.  A l l  o f  the assets of  the p last ic  bus iness were

transferred to the corporation subject to i ts l iabi l i t ies. One

of the assets transferred as a l iabi l i ty was the reserve for bad

deb ts  i n  t he  amoun t  o f  912 ,918 .53 .

4. Revenue Ruling 62-L28 interpreting Internal Revenue

code Regurations s L.L66-4 adopted. i luly, 1959, states that the

reserve for bad debts represents ordinary income to the taxpayer

for the taxable year during which the transfer was made to a

corporation control led by the transferor. After the transfer
ex is ted

to the corporation, no prospecL/of any bad debt rosses being in-

curred by the proprietorship in future years, since the proprietor-

ship had no account which might become worthless. Any ded.uction

for an addit lon to the reserve for bad debts may be made as of

the end of the year by the successor corporation to its own reserve,

not by the petit ioner who individually wil l  never sustain any bad

deb t  l oss .

DETERMfNATION

The assessment (based on Revenue Ruling 62-L2g) is correct.

The application is denied and the assessment is sustained..

A .

B .

DATED: Albany, New york STATE TzuC COMMISSION

COMMISSIONER

f-^,l,-*^ )(^*^-

V/-z/,4<1R4q r3t /?Z-,
I
v

COMMISSIONER
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STATE TAX COMMISSION

N O R M A N  F .  G A L L M A N ,  P R E S I O E I I 1

A .  A R U C E  M A N L E Y

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

, l

STATE OF NEW YORK

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, ROOI,{ 2I4A

STATE CAI\,IPUS
ALBANY, N.  Y.  122N

AREA COOE 518

457 -2655 ,6 ,7

DATED: Albanyr  New York
Apr i l  25 '  L972

Sl^ l t  r^r  coMMrSgrox

,tg^lfre u||rT

EOTARD ROOK

tECtEtAtY tO
c0MMr39tox

AOORES3 YOUi iEPLY rO

B. Harry Frankel
798 Montgomery Street
Br.coklyn, Nevr York

Dea r  S i r :

P lease take not ice of  the Determinat ion of
the State Tax Commiss ion enclosed herewi th.

Please take fur ther  not ice that  pursuant  to  sect ion(  s)  '

375 & 386j  o f  the Tax Law any proceeding
in cour t  to  rev iew an adverse decis ion must  be comrnenced
wl th in  90 days af ter  the date of  th is  not ice.

Any inqui r les concern ing the computat ion of  tax due or
refund a l lowed in  accordance wi th  th is  dec is ion or
concern ing any other  mat ter  re la t ing hereto may be
addressed to the unders igned.  These wi l l  be referred
to the proper party for reply.

Very t ru ly  yours,

Y
1 A,4t"4t-,--4 7€""nu4.*
Lrt.n"e A. Newman

Hear ing  Of f i cer

cc Pet i t ioner '  s  Representat lve
Law Bureau



STATE OF NEW YORK

STATE TAX COMMISSION

In  the Mat ter  o f  the Appl icat ion

o f

B. IIARRY FRANKEL

For Revis ion or  Refund of  personal  Income
Taxes under  Ar t ic le  16 and Unincorporated
Business Taxes under  Ar t ic le  16-4 of  the
Tax Law for  the Year  1960.

DETERMINATION

B. Harry  Frankel  appl ied for  rev is ion of  personal  income taxes

under  the procedura l  prov is ions of  ArL ic le  16 and unincorporated

business taxes under  the procedura l  prov is ions of  Ar t ic le  16-4,  o f  the

Tax Law for  the year  1960"  A formal  hear ing was held before Vincent  P.

Mol ineaux,  Hear ing Of f icer ,  d t  the of f ices of  the State Tax Commiss ion

in the city of New York on May 16, 1967" Applicant was represented by

David Rubin,  Esq .  and l loses Fuchs ,  C .  p .  A .

ISSUE

Whether the balance in the bad debt reserve was income to the

t ransferor  in  Lhe year  that  the business was r - ransferred to  a contro l led

corporat ion in  a tax- f ree exchange.

LINpTNGS OF FACT

1.  The appl icant ,  B.  Harry  Frankel ,  f i led a New york State income

tax res ident  re turn and an unincorpcrated business tax return for  the

yea r  1960 .

2.  On November 19,  1"962,  the Depar tment  of  Taxat ion and Finance

issued a not ice of  addi t ional  assessment ,  numbered A803L646,  in  the

amoun t  o f  $1 ,6?9 .40 .  The  assessmen t  was  based  on  the  va lue  o f  t he

balance of the bad debt reserve account transferred to a newly formed

eorporat ion by the appl icant .

t "
f
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3. The applicant was engaged in the plastic noveJ-ty business

and in Lg6A formed a corporation under the name of Franklin Plastic

Spec ia l t i es ,  I nc .  A l l  o f  t he  asse ts  o f  t he  p las t i c  bus iness  were

t rans fe r red  to  the  co rpo ra t i on  sub jec t  t o  i t s . l i ab i l i t i es .  One  o f

the assets transferrei i  as a l- iabi l i ty was the reserve for bad debts

i n  t he  amoun t  o f  $12 ,918 .53 .

DETERMTNATTON

A. The balance in  the

t ransferor  in  the year  that

conLro l led corporat ion in  a

(1e70)  3e8 u .s .  r ) .

B. The appl icat ion is

DATED: Albany, New York

Ap.<-lL;S /f Z >.
/ /

bad debt reserve vras not income to the

the business was transferred to the

tax- f ree exchange" (Nash et  aL v .  U

granted and the assessment  is  cancel led.

STATE TAX COMMTSSION

/7n
l t  t t  _ . ,

./ L / r'-r--*-.-.- Y/d-n:l r r'-.--'* -
COMMTSSTONER

COMMTSSIONER

COMMTSSIONE R


