
STAt'E OF NEW YORK
STATE TAX COMMTS$ION

I n  t he  Ma t te r ' o f  t he  Pe t i t i on

Clinton S. Lutkinf,r Witti"* Barrett
Brown, €t  a1.  d/b /a

. R. I, i l . PRESSPRIC.IT-& .CO.
! o r  a  Kedece rm l_naE . l on  o I  a  De r l _cLency  o r
a Revis ion of  a Det ,erminat ion or  a Refund
of Unincorporated Business
Taxes under  Ar t ic le(q)  23 of  the
'rTo l"Et t;J"!f i;a?(:) qrx**'&{**)

AFFIDAVIT OF I',IAILING

St.ate of New York
County of Albany

Bruce Batchelor
, being duLy sworn, deposes and says that

qlre is an employee of the Department, of TaxaEion and Finance, over 18 years of

age, and that on the28th day of February ,  Lg77 ,>fhe served the wtthln

Cl inton S.  Lutk ins,
Not ice of  Decis ion by (cer t i f ied)  mai l  upon Wi l l iam Barret t  Brown,
e t  41 . ,  d /b /a  R .  W.  P ressp r i ch  &  Co .

(reeg**eg1$X*iCtgtrf) the petl-tioner in the within proceedlng'
T

by enclosing a true dopy thereof in a secureLy sealed postpaid wrapper addressed

as fo l lows:  C l in ton  S.  Lu tk ins ,
Wil l iam Barret t  Brown, €t  a1.
d /b /a  8 , .  W.  Presspr ich  & Co.
80 Pine Strert, New York, New York 10005

and by deposit ing same enclosed in a post laid properly addressed wrapper ln a

(post cr i ice or off ic ial  depository) under the exclusive care and custody of

the  Un i ted  Sta tes  Pos ta l  Serv ice  w i th ln  the  Sta te  o f  New York .

Thdt- deponenu further says that the sald addressee is the QeXresaXAOr

IfA:shE) pet i t ioner herein and that the address set forth on said nrapper is ghe

last known address of the (uqrmedrfiiuecsftrfk) petitioner.

Sworn to before me this

28th day of February
/.'

, , t  , )

Kt- , , . rN; r -T . , *dr ( . .

1..

rA- 3 (2 /7 6)

,  L977 .
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STATE

OF NEW YORK
TAX COMMTSFTON

In  the  Ma t te r ' o f  t he  Pe t i t i on

Clinton S. LutkinoJ, Will iam earrett.
Brown, €t  a l .  d/b /  a

F o r a Re d e r e r m i r, # i o S ir t PFFbs"+ f F+J"t y &o rc o :
a Revis ion of  a Determinat lon or  a Refund
of Unincorporated Business :
Taxes under  Ar t ic le(q l  23 of  the
Tqx- I.aw- for tlre legr-(s) q{x***i$(*) :
1964 through L967.

AFFIDAVIT OF }IAILING

rhe Deparrmenr',r";::":,: 
":;",":",';"::' 

;";""::":,

28tia day of February , Lq7 , gtre served the wlthin

by (cert i f ied) mai l  upon Jack Wong, CPA

of) the pet i t ioner ln the wlthin proceedlng,

in a securel .y sealed postpaid wrapper addreseed

State of New York
County of Albany

Bruce Batchelor

the is an employee of

age,  and that  on the

Not ice of  Decis ion

Sworn to before me this

28th day of February , L977.
' / . '

l t l
=V' '/ /"'"', ,,=

,/

( representat ive

by enctosing a true copy thereof

as  fo l lows:  Jack  Wong,  CPA
0ppenheim, Appel, Dixon & Co.
One Wal l  Street
New York, NY 10004

and by deposit ing same enclosed in a postpaid properly addressed wrapper ln a

(post of f ice or off ic ial  depository) under the exclusive care and custody of

the  Un i ted  Sta tes  Pos ta l  Serv lce  rv i th in  the  Sta te  o f  New York .

Than r ieponent further says that the said addressee is the (representat ive

of the) pet i t ioner herein and that the address set forth on said rruaPPer is the

last known, address of the (representat ive of the) pet i t ioner.

(217 6)



STATE OF NEW YORK

DEPARTMENT OF TN(ATION AND FINANCE

TAX APPEALS BUREAU
S T A T E  C A M P U S

A L B A N Y ,  N . Y .  1 2 2 2 7

FobrurtT t8" 19??

A O O R E S S  Y O U R  R E P L Y  T O

TELEpHoNE: 6614$7- 1??3

STATE TAX COMMISSION

r Cllnton $ " Iilrtikinr.
llt!,ltan tarmtt l*uun, rt 11.
dlblt R. 'f,. Pnrrpr|.ch & Co,
80 Plrr Strmt
llrn tork, l{n ?orh l000t

Ormtl,mmr
Ptease take notice of the ffi$tSIOm
of the State Tax Commission enclosed herewith.

PLease take further notice that pursuant to
Section(D 72ft, of the Tax Law, anY
proceeding in court to revieht an adverse deci-
sion must be corrunenced within 4 mnthf
from the date of this not ice.

Inquiries concerning the computation of tax
due or refund alloroed in accordance with this
decision or concerning any other matter relat ive
hereto rnay be addressed to the undersigned. They
will- be referred to the proper Party for reply.

Veo(/t

Coln*r
Enc.

cc :  Pet i t ioner 's  Repre

Trr

Taxing Bureauts Representat ive:

7 ficrrtng
n ta t i ve :

TA-1 .12 (L /76 )



STATE

STATE

OF NEW YORK

Tru( COMMISSION

In the Matter of the Petit ion

o f

Cl in ton S.  Lutk ins,
Wi l l iam Barret t  Brown,  et  a l .

d/b/a
R.W. PRESSPRICH & CO.

for a Redetermination of a Deficiency or
for Refund of Unincorporated Business
Tax under Art icle 23 of the Tax Law for
the Years L964 th:rc ugh L967 .

DECISION

Cl inton S.  Lutk ins,  Wi l l iam Baruet t  Brown,  et  a l . ,  d /b/a

R.W. Presspr ich a Co. ,  80 Pine Streete New York,  New York 10005,

f i led a petit ion for the redetermination of a deficiency in unincor-

porated business tax under Art icle 23 of the Tax Law for the years

L964 through L967.

Said def ic iency was asser ted by not ice issued March 29,  L97L,

under val id consents f inding the period of l imitat. ions under Fi le

No.  P/S 3628 and is  in  the amount  of  $8O,284.7I ,  p lus in terest

o f  $L7 ,64L .62  f o r  a  t o ta l  o f  997 ,926 .33 .  Th i s  i s  made  up  o f

$2 ,408 .96  f o r  L964 ,  $3 ,495 .L9  f o r  1965 ,  $42 ,568 ,38  f o r  L966 r  d rd

$31,812.18 for  L967 p lus in terest .  The pet i t ion here in re la tes

however  only  to  the amount  of  930,099.89 p lus in terest fcr  L966

and  $22 ,433 .32  p lus  i n te res t  f o r  L967 .
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A hear ing was duly  held on Ncvember 20,  L974,  dt  the of f ices

of the State Tax Commission, I\lro World Trade Center, New York,

New York, before Nigel c. Wright, Hearing Off icer. l l tre petit ioners

were represented by Jack Wong, C.P.A. of Oppenheim, Appel, Dixon &

Co, The Income Tax Bureau was represented by Saul Heckelman, Ese. r

appearing by Alexander Weiss, Esg., of counsel.

The record of said hearing has been duly examined and considered.

ISSUE

The issue in this case is whether certain salaries received

individuals, who were partners in the petit ioner f irm, should

included in the income of the petit ioner.

FINDINGS OF FACT

1.  R.w.  Presspr ich *  Co.  is  a  genera l  parLnership organized

in 1909 with i t ,s principle off ice at B0 Pine Street, New York City.

At i ts incept, ion, i t  was primari ly a bond house. It  is novr engaged.

in business as a securit ies broker and dealer and is a member

firm of the New York and American stock exchanges and a member

of the National Association of Security Dealers. f tr is partnership

was incorporated on March 1, 1968, after the years here in question

but continued to do substantial ly the same kind of business as

be fo re .

2. The partnership's income was earned from commissions on

securit ies handled as a broker for customers trading profi t  on



3 -

securit ies purchased and sold by i tself theffading profiL on

new issues wtrich i t  distr ibuted as part of a syndicate investment

advisory fees from individuals, interest from customer accounts

and interest and dividends on its own holdings.

3. The proport ionate interest of each partner in the partner-

ship ranged from .9% Xo LO.g%.

4. In October, 1963, a corporation was formed and named

R.W. Pressprich 6. Co., Inc. this remained dormant unti l  January,

L966, when it  commenced business at B0 Pine Street, New York City,

in space adjacent to the space of the partnership. The stock

of this corporation was wholly owned by a corporation acting as

a holding company and which in turn was owned by the partnership,

R.w.  Presspr ich a Co.  On March L,  1968,  af ter  the years here in

question, this corporation changed its name to the Pressprich

Corporation but has continued doing the same business as before.

5a.  The corporat ion received i ts  income f rom f ive act iv i t ies,

each of which was organized into a separate department: advisory

fees from municipali t ies for consultation on the types of securit ies;

fees to issue for Lhe private placement of securit ies of corporations

to insti tut ional investors; advisory fees from rai lroads as a

consultant and expert witness with respect to mergers and f inancing;

advisory fees with respect to mortgages and other forms of real

estate f inance and advisory fees from corporations with respect

to mergers or f inancing.
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5b. These activit ies had been engaged inrpartnership only

insignif icantly prior to L966. They had only become important

in  the secur i t ies bus iness in  the 1950's  and had steadi ly  grown

in importance since then.

6. l f l tre deficiency in issue attr ibutes to the partnership

salar ies recei jved by the ind iv idual  par tners of  $752,497.L3

in  1966  and  o f  $560 ,832 .96  i n  L967 .

7 .  The  sa la r i es  ranged  f rom $25 ,000 .00  to  $40 ,000 .00  i n

L966  and  f rom $10 ,000 .00  to  $55 ,000 .OO Ln  L967 .  Each  pa r tne r

received a salary except one who was a fuIl  t ime f loor broker

with the New York Stock Exchange. The total salaries paid to

all  partners were about one-half of the total distr ibutive shares

of al l  partners in 1966 and were about one-third In L967.

B. Tlhe salaries bear no obvious relation to the proport ionate

par tnership in terests .

9. I tre salaries paid to partners by the corporation were

subject to withholding taxes and each recipient was covered for

unemplolzment insurance .

10. The services performed as corporate off ices are in some

individual cases similar to services to which the individual is

assigned in the partnership in respect to the knowledge of a

specia l ized area,  contacts  wi th  sources of  bus iness and so for th .

11, fJre partnership is subject to the supervision of the
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Securit ies and Exchange Commission and the stock exchanges.

corporation and its activit ies is subject to no regulatory

auLhor i t ies,

The

L2. One purpose of forming the corporation was to maintain

a segregation of regulated from unregulated activit ies. Another

purpose was to provide an organizational structure to focus the

activit ies of the part icipants in the most profi table areas of

the security lrrsiness.

13. The partnership even in respect Lo syndications did not

normally handle the securit ies with which the corporation was

involved-

L4. l lhe corporation and the partnership maintained separate

Ietterheads and telephone numbers. They maintained separate books

and records, They have substantial ly different employees and have

separate payrol ls and payrol l  tax returns. They have separate

off ices and separate occupancy tax returns. They have separate

bank accounts and insurance coverage.

CONCLUSIONS OF I,AW

The petit ioner is not subject to tax on the salaries in

question (see Petit ion of [ .  EJegrst4lt agd_lq_., S.T.C. JuIy 23,

L974; CCH New York State Tax Reporter i I99-954).

The deficiency is erroneous in part- The amounts due for

L964 and 1965 remain respect ive ly  $2,4O8.96 p lus in terest  o f
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$860 .72  and  $3 ,495 .10  p lus  i n te res t  o f  $ I ,039 .12 .  The  amoun ts

due for L966 are recomputed to be $L2,468.50 plus interest to

the date of  the def ic iency of  $2,958.78 and for  L967 to be

;LO,667 .29  p lus  i n te res t  t o  t he  da te  o f  t he  de f i c i ency  o f  $1 ,891 .31 .

Said sum is due with such further interest as shall be computed

under section 684 of the Tax Law.

DATED: Albany, New York

Februa ry  28 ,  \ 977

STATE TAX COMMISSION

lt l
l \ /  t  / /

f;\ '-tt ' l" ' 'r"{',. ' /f
1'-PRESIDETVI :

COMMISSIONER

ett+.,/- "/_

COMMISSIONER'


