
STATE OF NEW YORK

STATE TAX COMI{ISSION

In the Matter of the Petition
of

UGP Propert ies, Inc.

for Redetermination of a Deficiency or a Revision
of a Determination or a Refund of Corporation
Franchise Tax under Article 9A of the Tax Law for
the F iscal  Years Ending 3/37/73 -  3 l3L/74.

AIT'IDAVIT OF }TAILING

State of New York
County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an enployee
of the Department of Taxation and Finance, over 18 years of age, and that oq
the 4th day of August, 7982, he served the within notice of Decision by
cert i f ied mail upon UGP Propert ies, Inc., the petit ioner in the within
proceeding, bY enclosing a true copy thereof in a securely sealed postpaid
wrapper addressed as fol lows:

UGP Propert ies, Inc.
710 Ring BIdg.
Washington, DC 20026

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

That deponent further
herein and that the address
of the petit ioner.

says that the said addressee is the petit ioner
set forth on aid wrapper is last known addiess

Sworn to before me this
4th day of August, 7982.



STATE OF NEW YORK

STATE TAX COMI"fiSSION

In the Matter of the Petition
o f

UGP Propert ies, Inc.

for Redetermination of a Deficiency or a Revision
of a Determination or a Refund of Corporation
Franchise Tax under Article 9A of the Tax Law for
the F isca1 Years Ending 3/31/73 -  3 /31/74.

AITIDAVIT OF I{AIIING

State of New York
County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an enployee
of the Department of Taxation and Finance, over 18 years of age, and that on
the 4th day of August, 7982, he served the within notice of Decision by
certified mail upon Imogene Lehman the representative of the petitioner in the
within proceedinS, by enclosing a true copy thereof in a recor. ly sealed
postpaid wrapper addressed as fol lows:

Imogene Lehman
Idebster & Sheffied
1200 New Hanpshire Ave. N.W.
hlashington, DC 20A36

and by depositing same enclosed in a postpaid properly addressed wrapper in a
(post off ice or off icial depository) under the exclusive care and custody of
the United States Postal Service within the State of New York.

That deponent
of the petitioner
last known address

further says that the said addressee is the representative
herein and that the address set forth on said wrapper is the

of the representative of the petit ioner.

Sworn to before me this
4th day of August,  1982.
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STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

August 4, 1982

UGP Propert ies, Inc.
710 Ring Bldg.
Washington, DC 20026

Gentlemen:

Please take notice of the Decision of the State Tax Commission enclosed
herewith.

You have now exhausted your right of review at the administrative level. i
Pursuant to section(s) 1090 of the Tax Law, any proceeding in court to revitw
an adverse decision by the State Tax Conrmission can only be instituted under
Article 78 of the Civil Practice Laws and Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 months fron the
date of  th is  not ice.

Inquiries concerning the computation of tax due or refund allowed in accordance
with this decision nay be addressed to:

NYS Dept. Taxation and Finance
law Bureau - litigation Unit
Albany, New York L2227
Phone /f (518) 457-2070

Very truly yours,

STATE TN( COMMISSION

Petit ioner' s Representative
Imogene Lehman
Webster & Sheffied
1200 New Hampshire Ave. N.W.
Washington, DC 20036
Taxing Bureaur s Representative



STATE OF NEW YORK

STATE TN( COMMISSION

In  the Mat ter  of  th t r  Pet i t ion

o f

ucP PRoPERTIES, INC.

for Redeterminat ion of a Def ic iency or for
Refund of Franchise Taxes on Business Corpora-
t ions under Art ic le 9-A of the Tax Law for the
F isca l  Years  ended March  31 ,  1973 th rough
M a r c h  3 1 ,  7 9 7 6 .

I I .  l lhether pet i t ioner during the years

p lace  o f  bus iness  ou ts ide  Neu 'York  S ta te ,  so

o f  i t s  bus iness  cap i ta l .

DECISION

Pet i t ioner  UGP Proper t ies ,  Inc . ,  710 R ing  Bu i ld ing ,  Wash ing ton ,  D.C.  20026,

f i led pet i t ions for redeterminat ion of a def ic iency or for refund of f ranchise

tax on business corporat ions under Art ic le 9-A of the Tax traw for the f iscal

y e a r s  e n d e d  M a r c h  3 1 ,  1 9 7 3 , I l a r c h  3 1 ,  1 9 7 4 ,  M a r c h  3 1 ,  j . 9 7 5  a n d  M a r c h  3 1 ,  1 9 7 6

(F i le  Nos.  79768 and 21613) .

Pet i t ioner,  bY i ts attor:neys, Webster & Sheff ield,  waived a formal hearing

by a let ter dated March 13, 1978 and requesLed that the issue with respect to

the years ended March 31, 1973 and 1974 be submitted to the State Tax Comdssi

for a determinat ion based on the ent ire record contained in the f i le.  In a

letter dated March 7, 1979 pet i t ioner also waived the r ight to a formal hearing

for the years ended March 31, 1975 and 7976 and submit. ted those two years for

a determinat ion, by the State Tax Conmission based on the record contained in

t h e  f i l e .

ISSI.]E

I.  hlhether pet i t ioner is ent i t led to an al locat ion of business income or

bus iness  cap i ta l .

1n

a s

issue maintained a regular

to qualify for an apportionment
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FIIIDINGS OF FACT

1. Pet i t ioner,  UGP Propert ies, Inc. (hereinafter "UGP"),  was incorporated

under the laws of the State of New York on Decenber 5, 1967 anld is a wholly-owned

subsidiary of Union General  Propert ies, Ltd. (hereinafter "Parent") ,  a Uni. ted

Kingdom real estate corporation with offices in London, England. ParenL is not

subject to New York City, New York State or United States taxes

2. UGP was organized by Parent to enter into an agreement with the 51st

Street Realty Corp., a subsidiary of the New York Central Conpaay, u',der which

UGP would demolish Grand Central Terminal and construct an office building on

the site. Since Grand Central Terminal has been designated a "Iandmark",

permission is required before demolition. New York City denied pernission.

3. The agreement (referred to in Finding of Fact r'2", supra) in conditioned

on the approval of demolition, after which it becomes a lease for a term of

fifty (50) years, with an option to renely for an additional 25 years. The

agreement was negotiated in 1967 by Mr. M. Saady, managing director of Parent

and president of UGP. Mr. saady comes to New York a few times a year in

connection with the affairs of UGP.

4. On its franchise tax reports for the fiscal year ended March 31, 1973

through the fiscal year ended l{arch 3L, 1976 petitioner apportioned its capital

base for tax purposes on the alleged ground that it maintained a regular place

of business outside New York and, therefore, qualified for apportionment of its

business capital

5. 0n l{arch 19, 7976, the Audit Division issued a Statement of Audit

Adjustment against pet i t ioner for the f iscal  year ended March 31, 1973, disal lowing

the business allocation on the ground that no regular place of business rdas

maintained by petitioner outside New York State. On tlay 21, 1976, the Audit
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Division issued a Notice of Deficiency against petitioner for the above fiscal

year in the amount of $750.18, represent ing a def ic iency of $614.00, plus

penalty and interest of  $136.18. Pet i t ioner f i led a t imely pet i t ion for

revision or refund with respect to said Not ice of Def ic iency.

6- For the fiscal year ended March 31, 7974, a Statenent of Audit Adjustnent

was issued on July 1, 1977, disal lowing the business al locat ion. I t  was

followed on August 23, 1977 by a Notice of Deficiency inposing additional

f ranch ise  tax  o f  $21728.41 ,  p lus  in te res t  o f  $622.62 ,  fo t  a  to ta l  o f  g3r351.03 .

Petitioner timely filed a petition with respect to said Notice of Deficiency

7. 0n october L4, 1977 the Audit  Divis ion issued a Statement of Audit

Adjustment against petitioner for the fiscal years ended March 31, 7975 arrd

March 31, 1976. Notices of deficiency rdere later issued in the amounts of

$ 2 , 7 6 7 . 0 0  f o r  1 9 7 5  a n d  9 3 , 5 8 6 . 8 0  f o r  t 9 7 6 .

8. UGP neither owned nor rented real property, and had no paid officers

or employeesl however, Mr. llurray Drabkin, a vice-president, received legal

fees from pet i t ioner during the f iscal  years at issue. During said years, UGP

had receipts consisting of interest earned on certificates of deposit held by

the 51st Street Realty Corp. as a rent securi ty deposit .

9. Petitioner has failed to present any evidence that it naintained a

bona fide and regular place of business outside New York State during the years

in  i ssue.

CONCLUSIONS OF LAI.I

A. That the office of the parent corporation in London, England, did not

qual i fy as a bona f ide and regular place of business of pet i t ioner,  for corporat ion

franchise tax purposes. UGP was not holding itself out to be doing business in
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England, had no British source incone and did not file any income tax return

with the United Kingdon.

B. That the l t lashingtotr ,  D.C.,  of f ice of pet i t ioner 's attorneys did not

qualify as a bona fide regular place of business of petitioner for franchiee

tax purposes, since no evidence hras presented that it was holding itself out as

doing business there.

C. That petitioner was incorporated in New York for the purpose of

conducting real estate operations in New York State and that its business

capital and income had a situs in New York during the years in issue.

D. That pet i t ioner,  UGP Propert ies, fnc. is not ent i t led to aD al locat ion

of business income or business capital for the fiscal years ended March 31, 1973

and March 31, 7974, within the intent and neaning of section 21O.3(a)(a) of the

Tax Law; that the notices of deficiency issued against petitioner for the fiscal

years ended March 31, 7973, March 31, 7974, March 31, 1975 and March 31, 7976

are correct; and that the petitions filed for a redeternination of same are

hereby denied.

DAIED: Albany, New York

AUG 0 4 1982


