
STATE

STATE

OF NEW YORK

TA)( COMMISSION

In the Matter of the
of

Ronal Industr ies,

Pet l t lon

Inc . AFFIDAVIT OF MAILING

for Redeterminatlon of a Deficlency or Revlsion
of a Determination or Refund of Corporatlon
Franchise Tax under Article(s) 9A of the Tax
Law for the Periods Ending 4l3O/8O, 4l3O/8I &
4 l 3 A l 8 2 .

State of New York :
s s .  :

County of Albany :

Davld Parchuck/Janet M. Snay, being duly sworn' deposes and says that
he/she is an empJ-oyee of the State Tax Comission, that he/she ls over 18 years
of age, and that on the 26th day of May, L987, he/she served the wlthin not lce
of Declsion by certlfled mail upon Ronal Industries, Inc. the petitloner ln the
within proceedinB, by enclosLng a t.rue copy thereof in a securely sealed
postpald wrapper addressed as fol lows:

Ronal Industr les, Inc.
25 Martln PLace
Por t  Chester ,  NY 10573

and by depositlng same enclosed l-n a postpaLd properly addressed wrapper ln a
post off ice under the excluslve care and custody of the Unlted States Postal
Servlce within the State of New York.

That deponent further says that the sald addressee ls the petitloner
hereln and that the address set forth on sald wrapper ls the last known address
of the pet l t ioner.

Sworn to before me this
26th day of May, 1987,

ster oa
pursuant to Tax Law sect,lon 174



STATE OF NEW YORK

STATE TN( COMMISSION

In the Matter of the
o f

Ronal Industr ies,

Pet i t lon

Inc. AFFIDAVIT OF }IAILING

for Redeterminatlon of a Deficiency or Revlslon
of a Determlnation or Refund of Corporation
Franchlse Tax under Artl-cl-e(s) gl of the Tax
Law for the Perlods Endlng 4/30/80, 4/30/8L &
4130/82 .

State of New York :
s s .  :

County of Albany :

David Parchuck/Janet M. Snay, being duly sworn, deposes and says that
he/she is an enployee of the State Tax Comlsslon, that he/she is over 18 years
of age, and that on the 26th day of llayt 1987, he served the withln notlce of
Decision by certlfied nall- upon Leon Bergr the representative of the
petltioner ln the nithln proceeding, bI encloslng a true copy thereof in a
securely sealed postpaid wrapper addressed as fol lows:

Leon Berg
c/o Fred C. Sanders & Assoclates
350 F l f th  Ave. ,  Su i te  3021
New York ,  NY 10118

and by depositlng same encl-osed in a postpaid properl-y addressed wrapper in a
post offlce under the exclusive care and custody of the Unlted States PostaL
Service wlthln the State of New York.

That deponent further says that the sald addressee Ls the representatlve
of the petitioner herein and that the address set forth on said ltraPPer ls the
last known address of the representat lve of the pet l t ioner.

Sworn to before me this
26th d,ay of May, L987.

pursuant to Tax Law section L74



S T A T E  O F  N E I ^ T  Y O R K
S T A T E  T A X  C O M M I S S I O N
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Nlay 26, L987

Ronal Industries, Inc.
25 l' lartln Place
Port Chester,  NY 10573

Gentlemen:

Please take notlce of the Declslon of the State Tax Connlssion enclosed
herewlth.

You have now exhausted your rlght of revLew at the adnl.nLstrative level.
Pursuant to sectlon(s) 1090 of the Tax Law, a proceedlag ln couf,t to revlelt an
adverse declsl.on by the State Tax Co'nisslon may be lnstituted only under
Artlcle 78 of the Clvll Practlce Law and RuLes, and must be counenced ln the
Supreme Court of the State of New York, Albany County, wlthln 4 nonths frou the
date of thls not lce.

Inqulrles concernlng the conputatlon of tax due or refund allowed ln accordance
wlth thls decLslon may be addressed to:

NYS Dept. Taxatlon and Flnance
Audlt Evaluatlon Bureau
Assessment Revlew Unlt
Bulldlng /r|9, State Campus
Albany, New York L2227
Phone # (518) 457-2086

Very truly yours'

STATE TAx COMMISSION

cc: Taxing Bureaurs Representat ive

Petl.tioner I s Representattve :
Leon Berg
c/o Fred C. Sanders & Assoclates
350 F i f th  Ave. ,  Sut te  3021
New York, NY 10118



STATE OF NEW YORK

STATE TAX CO}OTISSION

In the l"latter of the Petltlon

o f

RONAL INDUSTRIES, INC.

for Redeterninat lon of a Def icLency or for
Refund of Corporatlon Franchise Tax under
ArcicLe 9-A of the Tax Law for the Perlods
E-nding Aprl l  301 1980, Aprl l  30, 1981 and
Apri l  30, L982.

DECISION

Petl t loner,  Ronal Industr ies, Inc.,  25 Mart ln Place, Port  Chester,  New

York 10573, f i led a pet l t lon for redetermlnat ion of a def ic lency or for refund

of corporatlon franchise tax under Artlcle 9-A of the Tax Law for the perlods

end ing  Apr l l  30 ,  1980,  Apr l l  30 ,  1981 and Apr iL  30 ,  1982 (F l le  No.  55551) .

A hearlng was held before Joseph W. Plntor Jr. ,  Heartng Off lcer '  at  the

offLces of the State Tax Co 'nigsion, Two World Trade Center, New York, New

York, on September 10, 1986 at 2245 P. i{ .  Pett t loner appeared by Fred C.

Sanders & Assoclates (Leon Berg, C.P.A.).  The Audlt  Dlvis lon appeared by

John P. Dugan, Esq. (Anne W. l , Iurphy, Esg.,  of  counsel) .

ISSUE

Wtrether the Audit Dlvislon properly excl-uded fron the wage and payroLl-

factor of the buslness allocatLon percentage coupensatlon pald by the corpora-

t lon to two of l ts employees.

FINDINGS OF FACT

1. Pet l t loner,  Ronal Industr les, Inc. (herelnafter f tRonaltr) ,  ls a New

York corporation which manufactures metal productsr primarlly ln fulfll lnent of

Federal government contracts for which lt coupetltively blds. The manufacturlog

operation of the business takes place in Port Chester, New York, while the
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bidding operatlons are prlmarlly located ln the State of Mlchlgan, where Ronal

aLso maintalns an office

2. The Audtt Dlvlslon performed an audit of Ronal for the tax years

endlng Aprl l  30, 1980, Aprl l  30, 1981 and ApriL 30, 1982 whlch resulted ln the

issuance of three notLces of def lc l€oclr  dated August 13, 1984, which dieal lowed

certain investment tax credlts taken by Ronal and adjusted the property and

wage factors of l ts buslness al locat lon percentage, thus subJectLng more of

Ronalrs ent l re net Lncome to New York taxat lon.

3. Sald notices of deficiency were malteil to Ronal wlth corresponding

statements of audit  adjustment which set forth the tax def lc lencles, lnterest

and total balance due as of August 13, f984. The amounts set forth on each of

the not lces of def icLency are as fol1ows:

Date of Not, ice Perlod Ended Tax Interest Total  Due

4. A11 of the disputed issues

with the exceptlon of the adJustment

factor. The tax due for the perlod

p lus  in te res t .

$2 ,917 .00  $1 ,588 .78  $  4 ,605 .78
9 ,913 .00  4 ,798  . 96  L4 ,7 rL .96
1 ,515 .00  457 .08  L ,972 .O8

ln the audit lrere resolved prlor to hearlng,

to exclude two employees from the wage

ended Apr l l  30,  1981 was reduced to $2,413.00

8 /13 /84
8 /13184
8 /13 /84

4 130 /80
4 l30 l8 r
4 /30 /82

5. The wage factor reported by Ronal in its franchise tax reports for the

years Ln lssue set forth wages lt pald ln New York State and nages lt paid ln

all other Jurisdlctions and then expressed the rel-ationship between the two

flgures as a percentage of wages pald ln New York State. These flgures ltere as

fol lows:
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Year

4 /30 /80
4130 l8L
4130 /82

New York State
trlages

$511 , r94 .98
528 ,004 .48
660  , 662 .9L

Wages Pald
Everywhere

$773 ,790 .73
798,537 .04
954,050.25

Percentage
of Wages ln

New York State

66 .062
66.L22
69.252

6. The fleld audlt disclosed that, Ronal had properl-y reported lts

nages ln New York State for all of the years ln the audit perlod, but that lt

had overstated lts wages ln the tteverywhere'! column for each of those years.

7. Ronal has one offLcer,  K. J.  Al- tman, president,  who owns 40 percent of

the stock of the corporation. Mr. Altmants wages durlng the audit perlod were

as fol lows:

Year Amount

8. Addltlonally, Ronal eupLoyed Abrahan .r(lnowltz, a 40 percent stockholder

ln the corporation, and Milton Flshman, a 10 percent stockholder Ln the corpora-

tion, both of whom worked for the corporatlon ln the State of Michlgan.

Mr. Minowltz receLved the foll-owlng saLaries for the years in lssue:

4130180
4 /30 /81
4130 /82

Year

4 /30 /80
4 130 l9L
4 /30182

Mr. Fishnan recetved the fol-lowing salaries

Year

4 130 /80
4 /  30  /81
4130182

$  165  ,000 .00
180 ,000 .00
200 ,000 .00

Amount

$165 ,000 .00
1 80,  000 .  oo
200 ,000 .00

for the years ln lssue:

Anount

$76 ,  325 .00
79 ,800 .00
88 ,000 .00

9. The salarLes of Mr. -Ulnowttz and l'1r. Flshnan lrere determlned annualLy

at a meetlng of the corporatLonrs board of dLrectors.
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10. Abrahan Minowltz is a graduate englneer responsible for obtaLning

government contracts on behalf of the corporatlon. Mtlton Flshman, al-so a

graduat,e englneer, ls responsible for estimattng the costs assoclateil wlth the

blds made for government contracts. Both of these employees spend substantially

all of thelr tlne ln the State of l(ichlgan and only come to New York on rare

occasions. The two employees also work for other bustnesses ln the State of

I'tlchlgan.

' 
11. The Audlt Divislon determined that Lhe salaries pald to l{r. Mlnowltz

and Mr. Flshnan should be excluded from the wage factor of the buslnesg allocatlon

Percentage because the two employees were deemed to be rrgeneral- executLve

off lcers'r  based upon the relat lve slze of thelr  salar ies, dut ies whlch appear

to be executlve in nature and ownershlp of stock.

L2. Based upon the Audlt  DlvlsLonfs determlnat ion ln Flnding of Fact t t l l t t ,

the wage factor stated ln Findlng of Fact tt5t', above, lras adJusted to reflect

the exclusLon from wages 1n the rreverywherett column of Mr. Flshmanrs and

Mr. Mlnowttzt sa]..arles as foLlows:

Year

4/30/80
4130  /8 t
4 /30 /82

New York State
LIages

$511 ,L94 .98
5  28 ,004  .48
660,662.9r

Wages Paid
Everywhere

$532 ,466  .00
538 ,737 .00
666 ,050 .00

Pefcentage
of tr{ages ln

New York State

962
gg7"

99. r92

nor I'tr. Mlnowltz was

Tax Law and Regulattons.

13. I t  ls Ronal 's content lon that nel ther Mr. Flshnan

general executlve offlcer as that term ts deflned ln the

CONCLUSIONS OF LAW

A. That Tax Law $ 2L0.3 states, in pert inent part ,  as foLlows:

"3. The port lon of the entLre net income of a taxpayer to be
al l -ocated wlthln the state shal l  be deternlned as fol lows:
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i

(a) nul t ipJ-y i ts business lncome by a buslness al locat lon
percentage tb be deternined by

* * *

(3) ascertalnlng the percentage of the total  wages, salar les
and other personal service compensatlon, slml1ar1y computed, durlng
such period of enployees wlthin the state, except general executlve
off lcers, to the total  wages, salar les and other personal servlce
compensatLon, simlLarly computed, during such period of all the
taxpayerts employees wlthln and without the state'  except general
e x e c u t , i v e  o f f l c e r s ! . . . . r t

B. Thai the regulat ion promulgated pursuant to Tax Law $ 210.3(a)(3)

s t a t e s :

"(a) The percentage of the taxpayerts payrol l  alLocated to New
York State is determlned by dlvldlng the rilages, salarles and other
personal service compensation of the taxpayerfs employees, except
general executlve offlcers, wlthln New York State during the period
covered by the reporc, by the total amount of compensatlon of all the
taxpayerts employees, except general  execut lve off l .cers, dur ing the
period covered by the report .

(b) Wages, salaries and other compensation include all amounts
paid for services to the taxpayer, but do not include amounts paid by
the taxpayer whieh do not have the element of conpensatl.on for
personal services actually rendered or to be rendered.'r (20 NYCRR
$ 4 -s .1 . )

C. That 20 NYCRR $ 4-5.3 def lnes general  execut lve off lcers as fol lows:

"(a) A general  execut l .ve off lcer,  for purposes of thls Subpart
only,  must be an off icer of the corporat ion, elected by the share-
holdersr elected or appointed by the board of dlrectors, or l f
initlall-y appolnted by another offl.cer such appointnent must be
rat i f led by the board of directors. I f  the State of incorporat lon is
other than New York State, the off icer of the corporat ion must be
elected or appolnted in accordance wlth the laws of the state of
incorporat lon.

(b) General executlve officers lnclude the chalrman, presldentr
vlce-presldent,  secretary, asslstant secretary, t reasurer '  asslstant
treasurer, comp.troller, and any other offlcer, charged wlth and
perforning general  execut lve dut les of the corporat ion.

(c) A general  execut lve off lcer ls therefore an appolnted or
elected offlcer of the corporatlon havLng company-wlde authorlty wlth
respect to hls asslgned funct lons or dut les or 1s responsible for an
entlre divlslon of the company. Any person who has merely been
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deslgnated as an off icer but who ls not an appointed or elected
off lcer,  as descr lbed in subdivLslon (a) of this sect ion, is not a
general  execut lve off lcer.

(d) Personal servlce compensatlon pald to a general executlve
offtcer of the taxpayer for acting as such should not be lncluded ln
the computat lon of the payrol l  factor.r '

D. That since Abrahan Minowitz and Milton FLshman nere not offLcers

of the corporatLon, el ther elected by the shareholders or appointed by the

board of directors, they are not general  execut ive off lcers as that term

is deftned 1n 20 NYCRR S 4-5.3. Even though both employees had substan-

tlal salaries, performed dutles whlch appeared to be executlve ln nature

and owned stock ln the corporation, they were not general executive

offtcers of the cbrporation and, therefore, theLr wages should not have

been excLuded from the wage factor of the buslness allocation perceotage.

E. That the petltl-on of Ronal Industrtes, Inc. ls hereby granted to

the extent set forth ln Findlng of Fact "4t' and Concluslon of Law "Dtt

above, that the AudLt Divlsion is directed to modlfy the notices of

def ic lency lssued August 13, 1984 accordingLy; and that,  except as so

granted, the pet i t lon is ln al l  other respects denled.

DATED: Albany, New York STATE TN( COYMISSION

MAY 2 6 1987
PRESIDENT


