
STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Automatic Data Processing, Inc.
(Successor to ADP Brokerage Services, Inc.)

for Redetermination of a DeficLency or Revislon
of a Determination or Refund of Sales & Use Tax
under Article 28 & 29 of the Tax Law for the
Per lod  9  /  L  l7  6 -8  /  3 t  179.

AFFIDAVIT OF MAILING

State of New York :
s s .  :

County of Albany :

David Parchuck, belng duly sworn, deposes and says that he is an employee
of the State Tax Conmi-ssion, that he is over 18 years of age, and that on the
8th day of May, 1985, he served the wlthin not ice of Decislon by cert l f led nalI
upon Automatic Data Processlng, Inc. (Successor to ADP Brokerage Services,
Inc.) ,  the pet i t ioner ln the wLthin proceeding, by encl-osing a true copy thereof
in a securely sealed postpaid wrapper addressed as fol l -ows:

Automatic Data Processing'  Inc.
(Successor to ADP Brokerage Servlces, Inc.)
ATTN: Arthur F. Wel-nbach' V.P.
42 Broadway
New York, NY 10004

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

That deponent further says that the said addressee ls the Petitioner
herein and that the address set forth on said wrapper is the last known address
of  the  pe t i t ioner .

Sworn to before me this
B th  day  o f  May ,  1985 .
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s s .  :

County of Albany :

David Parchuck, being duly sworn, deposes and says that he ls an employee
of the State Tax Connission, that he ls over 18 years of age, and that on the
8th day of May, 1985, he served the within not ice of Decision by cert i f ied nal l
upon Arnold B. Panzex, the representat lve of the pet i t ioner in the wlthin
proceeding, by enclosing a true copy thereof in a securely sealed postpald
wrapper addressed as foLlows:

Arnold B. Panzer
Roberts & Holland
30 Rockefel ler PIaza
New York ,  NY 10112

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
post off ice under the exclusive care and custody of the United States Postal
ServLce within the Stace of New York.

That deponent further says that. the said addressee is the representative
of the petitloner herein and that the address set forth on sald wraPPer is the
last knoqm address of the representat ive of the pet i t ioner.

Sworn to before me this
8 th  day  o f  Mayr  1985.
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S T A T E  O F  N E W  Y O R K
S T A T E  T A X  C O M M I S S I O N

A L B A N Y ,  N E W  Y O R K  1 2 2 2 7

May 8 ,  1985

Automati .c Data Processlng, Inc.
(Successor to ADP Brokerage Services, Inc.)
ATTN: Arthur F. Weinbach, V.P.
42 Broadway
New York, NY 10004

Gentlemen:

Please take not ice of the Decision of the State Tax Commisslon enclosed
herewith.

You have now exhausted your right of review at the administrative level.
Pursuant to sect ion(s) 1138 of the Tax Law, a proceeding ln court  to reviel t  an
adverse decision by the State Tax Corosrl,ssion may be instituted only under
Article 78 of the Civil Practice Law and Rules, and must be cornmenced in the
Supreme Court of the State of New York, Albany County, within 4 nonths from the
date  o f  th is  no t ice .

Inquiries concerning the computation of tax due or refund al-l-owed in accordance
with this decision may be addressed to:

NYS Dept. Taxation and Flnance
Law Bureau - LitigatLon Unit
Bullding /f9, State Campus
Albany, New York 12227
Phone # (518) 457-2070

Very truly yours,

cc: Pet i t ionerrs Representat ive
Arno1d B. Panzer
Roberts & Ilolland
30 Rockefell-er PLaza
New York, NY 10112
Taxl-ng Bureaurs Representatlve

STATE TAx COMMISSION
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STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

AUTOMATIC DATA PROCESSING, rNC.
(Suceessor to ADP Brokerage Services, Inc.)

for Revision of a Determinat ion or for Refund
of Sales and Use Taxes under Articles 28 and. 29
of the Tax Law for the Perlod Septenber 1, 1976
through August 31, 1979,

Pet i t ioner,  Autornat ic Data Processing, Inc. (successor to ADP Brokerage

Services, Inc.) ,  42 Broadway, New York, New York 10004, f l led a pet l t ion for

revision of a determinat lon or for refund of sales and use taxes under Art lc les

28 and 29 of the Tax Law for the period September 1, 1976 through August 3l '

L 9 7 9  ( F i 1 e  N o .  3 5 8 3 2 ) .

A fornal hearing was commenced before Dorls E. Steinhardt,  Hearlng Off icer '

at  the off ices of the State Tax Conmlsslon, Two World Trade Center,  New York,

New York, on March B, 1984 at 9:30 A.M. and cont inued to conclusion on March 9,

1984 a t  9 :15  A.M. ,  w l th  a l l  b r le fs  to  be  submi t ted  by  August  31 ,  1984.  Pet l t ioner

appeared by  Rober ts  &  Ho l land,  Esqs .  (Arno ld  B .  Panzer ,  Esq. ,  o f  counse l ) .  The

Audit  Dlvis ion appeared by John P. Dugan, Esq. (James Del la Porta, Esq.,  of

counsel)  .

On June 13, 1984, the part ies entered into a St l-pulat ion wherein they

agreed to certain relevant factual mat, t .ers,  as wel l  as to the nontaxabi l l ty of

certaln charges.

ISSUE

DECISION

to tax under

services rendered

Whether the Audit

Art ic les 28 and 29 of

Divis lon properly treated as subject

the Tax Law certain computer-assisted
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by Automatic Data Processing of N.Y.,  Inc. to brokerage

members of the securi t ies industrv.

FINDINGS OF FACT'

PRELIMINARY FINDINGS

1. 0n June 19, 1981, the Audit  Divls ion issued to Automatic Data Processing

of N.Y.,  Inc. a Not ice of Determinat ion and Demand for Payment of Sales and Use

Taxes Due, assessing sales and use taxes under Art ic les 28 and 29 of the Tax

Law for the period Septenber 1, 1976 through August 31, 1979 tn the amount of

$ 2 , 0 2 7 , 8 5 8 .  4 7 ,  p l ^ u s  i n t e r e s t .

On February  20 ,19B1,  a  v iee  pres ident  o f  Automat lc  Data  Process ing  o f

N.Y.,  Inc. had executed on i ts behalf  a consent extending the period of l in l ta-

t ions for assessment of taxes under Art ic les 28 and 29 for the period under

cons idera t ion  to  June 20 ,  1981.

Pet i t ioner,  Automatlc Data Processing, Inc. r  a corporat ion whose

principal of f ices are located at One ADP Boul-evard, Roseland, New Jersey, is

the successor by merger of the corporat ion to which the Not ice was lssued.

Pet i t ionerrs predecessor (hereafter referred to as t tADPt')  changed i ts name from

Autonat ic Data Processing of N.Y.,  Inc. to ADP Brokerage Services, Inc. on

November 3, 1980, and was subsequent ly merged into Automatic Data Processing,

Inc .  on  February  l ,  1983.

2. The assessment at issue arose from an examinat ion conducted of the

books and records of ADP, most especial ly the sales involces for the nonth May,

1979. In order to faci l - i tate the complet ion of the examinat ion, ADP consented

Wlth the except ion of the prel iminary f i .ndings, the f indlngs of fact are
based upon the st ipulat ion entered into by the part ies and upon proposed
f indings submitted by pet i t ioner with i ts wri t ten arguments.

'1

houses and other
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to sampl ing via the test month, which i t  bel l -eved to be representat ive of the

ent ire audit  per iod.

The Audit Division determined that a number of computer-asslsted

servlces rendered by ADP to brokerage houses and other merrbers of the securLties

industry were subJect to tax. The results of the test-period audit  were

extrapolated to the ent ire audlt  per lod, producing addit ional taxable sales of

$ 2 4 , 2 8 2 , 1 1 0 . 0 0  a n d  s a l e s  t a x  d u e  t h e r e o n  o f  $ i , 7 I 7 , I 7 5 . 2 6 .

The Audlt  Divis ion also calculated addit lonal use tax due, as fol lows:

PERIOD
ANALYZED

Peti t ioner apparent ly does not contest the assessment of use

DATA NETWORK SERVICE

$  16 ,759 .03
2 ,238 .2 r

86 ,799 .99
204 ,885 .  98

$3  10 ,  683  .2 r

tax.

Baslc Service

3. During the taxable period, ADP offered a data processing servlce to

stock brokerage houses known as the Data Network Servlce or rrDNSrr. DNS perforns

various tasks to assist  brokers in the execut lon and processlng of orders to

buy and se1l securi t ies. By means of automation, DNS enabl-es brokers to

process more transact ions with fewer errors than manual processing would

pern i t .

4.  The tasks performed by DNS include accept ing orders entered into the

DNS computer system to buy and sel l  securi t ies, ver i fy ing that the orders are

complete and correct in form, rout lng the orders to di f ferent securi t les

exchanges, receiving not ices of executed transact ions from the exchanges'

CATEGORY OF
PURCHASES

recurring purchases
recurring purchases, intercompany
paper products
flxtures and equipment

USE TAX
ASSESSED

3  /79 -5  /79
FYE 7 /T/78

e  / L /76 -8 /3 r l 7e
e / r / 76 -8 /31 / t g
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matching those not ices agalnst open orders, informing the cl lent2 of order

executions, and conpillng lnfornation for clients regarding their trading

act iv i ty.

5. The DNS order processlng cycle begins with the entry of an order

through a computer terminal at  the cl ientfs off ice. The information entered

lncludes the synbol of  the securi ty to be bought or sold, the quant i ty of

shares to be traded, a number ident i fy ing the cl ientts customer, and other

information of importance to execution of the order.

6. The order is then carried frour the computer terminal to a DNS computer

si te,  over l ines leased by the cl ient f rom the telephone company or other

comrnunicat ions f i rn.  DNS does not carry any signals,  nor does i t  lease or

otherwise provlde any conmunications lines to its clients. ALl informatlon

received by and t.ransmitted from the DNS computer ls carrled over communications

lines leased by its clients from conmunications companies such as AnerLcan

Telephone & Telegraph or Western Union.

7. Upon recelpt of  an incorning order,  the DNS computer f i rst  ver i f ies

that the order is correct in forn, and that al l  infornat ion necessary to

execute the order has been suppl-ied. The computer then checks to see that the

order fal l -s within certain pre-determined parameters specJ-f ied by the cl ient,

e.g.,  that i t  does not exceed a certain quant i ty of shares'  or that the custoner

placing an order to sel l  a securi ty in fact oms the securi ty to be sold.

B. After ver l f ieat lon, the DNS computers calculate where the order should

be sent for execut ion, based on each cl ientts pre-selected table of preferences

The te rm "c l ien t t ' l s  used to  re fe r  to  ADPrs  cus tomer ,  and the  te rm
ttcustomertt  to a customer of ADPrs cl ient.
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in regard to the rout ing of orders. These preferences may vary depending on

the securi ty in quest ion and the size of the order.  This feature speeds the

order-entry process by rel ieving the order clerk of the task of determinlng and

specify ing the appropriate forum for the execut ion of each order.

9. After the dest inat ion has been determined, the order is reformatted to

comply with the particular requirements of the exchange on which the order will

be executed. In the reformatt ing process, c l lent-related information such as

account numbers and commlsslons is deleted from the order while any additLonal

inforrnat lon requl,red by the exchange (e.g.,  the post number on which the

security is traded in the case of the New York Stock Exchange) ls appended to

the order.  As a consequence of this,  orders transmit ted to exchanges for

execut ion by DNS dif fer s igni f icant ly ln form and content from the order

recelved by DNS. DNS reformatt , lng speeds the order-entry process by enabl ing

the cl ient I  s operators to enter orders Ln a slngle format regardless of where

the orders wi l l  be executed.

10. After processingr the reformatted order ls t ransmit ted by DNS to the

appropriate dest lnat ion for execut l .on. This dest lnat ion rnay be the computer of

a part icular stock exchange, ln the case of orders smal l  enough to be executed

automatical ly,  or the cl lentts terminal on the f loor of a part icular stock

exchange, in the case of larger orders. In ei ther case, the order ls t ransmit ted

over conmunications lLnes leased by the cllent from conmunications firrns such

as American Telephone & Telegraph or Western Union.

11. Fol1-owing the execut ion of an order,  a not ice of execut ion is transmit ted

to the DNS computer.  The not ice of execut ion nay be transmit ted el ther by an

employee of the cl ient f rom a remote terminal or,  in the case of orders executed

by a conputer,  by the computer effect ing the execut ion. Upon receipt of  the
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not ice of  execut ion,  the DNS computer  f l rs t  ver i f ies that  the not ice

conta ins a l l  necessary in format lon per t lnent  to  the execut lon.

execution

12. I f  the not ice of execut ion passes the ver i f icat ion process, DNS

compares lt with open orders which are carried in computer memory, based on the

type of securi ty,  the quant i ty of shares bought or soldr the number ident l fy ing

the branch which or iginated the order,  and other information, unt i l  a match is

achleved. I f  DNS cannot match the not ice of execut ion against an order,  or l f

the result ing match is l -ess than perfect,  DNS rejects the not ice of execut ion,

or passes i t  on to the cl ientts supervisory stat lon, depending on the cl ientrs

preferences in this regard as specif ied in advance.

13. When a natch between an open order and a not ice of execut ion is found,

DNS informs the cl ient of  the completed trade. Orders which are not executed

during the tradlng day are stored on the DNS computer f i les unt l1 they are

executed, expire or are cancel led by the cl lent.

14. DNS generates reports for each cl lent summari ,z i . :ng the cl lentrs tradlng

act iv i ty dur ing the day, and passes cl ient information conpi led by DNS to other

divisions of ADP which use the lnforrnatlon to supply other services to the

cl- ient.  The informatlon provided in these reports to a part icular c l lent is

based on transact ions performed and data suppl ied by that c l ient.  The lnformation

contained In a report  to one cl ient ls not incorporated in reports furntshed to

o ther  c l ien ts .

15. DNS ls not subject to regulat ion by ei ther the Federal  Cornmunicat ions

Cornrnission or the New York State Public Service Comtission.

16. Charges for the basic DNS service are ref lected on i ts involces to

customers under the heading I 'Trade Charges" and/or "Processlng Charges".  Trade

eharges vary in proport ion to the number of t ransact ions processed through DNS

I

o f
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over the month. Processing charges are lmposed ln proport ion to the number of

DNS I 'portsrr  used by the customer. (A port  ls a point of  access into a computer

system.) During the taxable perlod, a DNS cl ient rnight be bl l led on the basls

of a trade charge, a processing charge, or a combinat ion of the two, dependlng

on the  c l ien t rs  p re fe rence.

17. DNS imposes separately stated rental  charges on the few cl lents which

lease termlnals fron ADPr €lnd sales tax is col lected on such rental  charges.

Most cl ients,  however,  purchase or lease terminals direct ly from vendors of

computer hardware.

Optional Data Network Servlces

18. During the taxable perlod, the fol lowing speclal  features, reports and

servj-ces were made avai lable to DNS cl ients at addit ional charges.

Spec ia l  Features .

19. Inst i tut ional Systern. Thls feature assLsts a trader of large blocks

of shares in keeping track of the many purchase or sale transactions whlch nay

correspond to the trader 's sale or purchase of a single large block of shares.

This feature forms part  of  the order rnatchJ-ng faci l i ty provided by DNS.

20. Automatic Rout ing System. This feature al lor^rs the cl ient to specify,

before any processing of i ts t rades, the stock exchange at which trades ln any

part icular stock shouLd be perforned. Thereafter,  the DNS computers autoxnat icalLy

dlrect any order for the purchase or sale of securi t ies which is entered by an

employee of the cl ient,  to the appropriate exchange as specif ied ln advance by

the cl ientrs lnstruct ions. Whl le for most cl ients this feature was included in

the basic service charge for DNS, for a few cl ients the charge for this feature

was i temized separately.
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21. Rout lng by Symbol.  This feature al lows the cl lent to overr ide i ts

Automatic Rout i .ng System instruct ions i f  i t  decides that,  dur ing any part icular

day or intervaL of t ime, trades in specif led securi t ies can be better executed

on a di f ferent exchange.

22. Floor Report  0n1y Input.  This feature al lows cl ients to enter execut ions

of trades into DNS r,rhen no corresponding order has been stored in the DNS

fi les. Such execut ions are then verl f ied by the DNS computers, and included in

reports furnlshed to the cl lent at  the end of the day.

23. frClearing Input to AIuIEX,rt  t 'Clearing Input to SIAC,rr rrClearlng Input to

CBOE Optionrr and TTAMEX Option Extractionrt Charges. The clearing house of each

stock or opt ions exchange typical ly requires each member broker to subnlt  a

report  at  the end of each trading day of al l  t ransact ions executed by the

broker over the exchange. The report must be made on magnetic tape and the

lnformation must be speeial ly sequenced as each clear ing house specif ies. As a

special  feature, DNS extracts the information required for these reports from

the cl ientfs ADP computer f i les, sequences the informatLon in the fornat

required by the clear lng house, pJ-aces the inforrnat ion on magnetic tape, and

submits the informatlon to the clearing house. The above charges for this

feature relate to reports of c l ients as to trading ln stock or opt ions on the

Ameriean Stock Exchange (AMEX), Chicago Board Options Exchange (CBOE), and the

New York and American Stock Exchanges (through their  c lear inghouse, SIAC).

Spec ia l  Repor ts .

24. The Ex-Dividend Transnission Report .  This report  ident i f ies the

cl ient t  s outstanding orders to buy or sel l  stock which need to be revised to

take account of the fact that a dl-vidend was declared on the stock in quest lon.

The purpose of the report  is not to inform the cl ient of  recent div idend
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announcements, since that lnformation is readily avallable to the client frour

other sources, but rather to ldentify which of his pendlng customer orders has

been affected by the declarat lon of a dividend. ADP obtains i ts knowl-edge of

the exLstence of the dividend declarat ion from several  sources: f rom the

client, from The New York Tines or The Wall Street Journal, and from news

services. The information from al l  these sources is compared by ADP for

consistency.

25. Z Log and Open Order Reports;  The D Match Report ;  MonthLy and Dai ly

Open Order Conf irmations; t rCustoner Conf irmationrf  and i tConf irmatlon Transmissionrr

Charges. The Audit  Divis l-on in l ts br lef  conceded the nontaxabl l i ty of  these

serv lces .

Spec ia l  Charges .

26. DOT/ODD LOT Access Charge. This charge was l"nposed for provlding

access to order execut lon computer systems assoclated with the New York and

American Stock Exchanges, for those el lents which paid a base fee which dld not

include thls service.

27. PACE Routing Charge and One Tine Programning Charge for PACE. The

charge on invoice D324I for ttPACE Routingft was lmposed for the use of the

Routing by Synbol feature to route trades in certain securi t ies to PACE' the

computer-assisted order execut ion system assoclated with the Phi l -adelphia Stock

Exchange.

28. One Time Charge for Trai ler Reject ing Back to Orlginator.  This charge

was imposed for programrnlng perforrned by ADP staff to cause the DNS computers

to reject any order from a branch of the client which rdas not conplete in every

respect.  This is a more r lgorous form of ver i f icat lon processing than that
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whlch was desired by most DNS clients, and therefore an additl-onal charge r{tas

imposed for providing i t .

29. CMIA Prograrn One Time Charge. This charge was lrnposed for progranning

to permit the client, which \.ras not a fu1l member of the exchange or of the

clearlng ent i ty deal ing in opt l -ons, to submit i ts t rades in opt ions through

another broker which rras a fu1l nenber of the exchange.

30. P&S Tape Handling Charge. This charge is inposed when a cll-ent

desires that purchase and sales data regardlng i ts om transact ions be retr ieved

from ADP computer m€morlr reformatted, and written onto magnetic tape' whlch is

then made aval1ab1e to the cl ient in the evening. The cl ient uses the information

on the tape to prepare i ts own account ing-type reports (as opposed to employing

ADP to prepare, f rom the purchase and sale information stored by DNS, account lng

reports of the type generated by ADPfs Brokerage Processing Servlce [descr ibed

infral  )  .

31. Rental  Charge re Execut lon Services. The charges under the Execut ion

Services heading on invoLee D3245 pertain to equLpment leased by ADP to a

brokerage f i rm, which cleared i ts trades through the f i rn l lsted at the top of

the lnvoice. The lnvoice lndicates that ADP col lected sales tax on these

rental  charges, in accordance wlth the sales taxes in effect at  the var ious

locations where the equlpment hras used.

32, None of the services described ln paragraphs 19 through 31 and rendered

during the taxable period involved the carriage of signals by DNS or other

divlsLons of ADP. A11 information received by and sent from the DNS computer

system was carrled over communication lines leased by elients of ADP from

communications companies such as Anerican Telephone & Telegraph and Western

Union. ADP did not provide any such l ines to i ts c l ients.
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33. The information provided by DNS to i ts c l lents concerned orders made

and transact ions performed on behalf  of  the customers of the cl ients.  The

informatlon contained in reports to one cl-lent lras personal and confidential to

that c l ient,  and rf ,as never incorporated in reports furnished to other cl ients.

34. ADPts charges for the Data Network Service basLc and opt ional services

for the May, 7979 test per iod whlch were treated by the Audit  DivLsion on audit

as subject to tax were in the amounts set forth in Appendix A.

PORTFOLIO SERVICES

35. During the taxable period, the Port fol io Servlces Divls lon of ADP

offered three pr incipal product l ines to brokerage houses and money managers:

Port fol io Status Report ing ( f 'PSRft)  ,  Automatic Investor Data Service (r 'AIDStt)

and EZPort.

36. PSR is a service deslgned to provlde brokerage f i rns (ADPts cl ients)

with reports concerning the status, history, value, and performance of their

var lous customerst accounts. The PSR reports whlch are most commonly furnished

to cl-lents, and whlch typify the inforrnation provided through this service, are

the Baslc PSR Report,  the Appraisal  Report ,  the Capl, tal  Gains Report ,  and the

Cross-Reference Report .

37. The Basic PSR Report is pr incipal ly intended for the use of the

reglstered representat ive (broker) of  the brokerage f l rm who is responsible for

the customer account to which the report  pertains. The Basic PSR Report

consists of three sect ions, each of which contains a wealth of inforrnat lon

relat ing to the account.  The f i rst  ls the stat j .st ical  sect ion, designed to

measure the past performance of the account,  both ln absolute terms and relat ive

to var ious market indicia.  Included in this sect lon is a sunmary of real ized

gains and losses over the perlod covered by the report .  The second sect ion
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l is ts al l  "open posit lons" ( the stocks, bonds, and other securl t ies present ly

hel-d in the account) and shows the price paid to acquire each positlon, the

date the posit ion was acquired, and the present market value of each posit ion.

The f inal  sect ion l ists any transact lon which occurred on the last t rading day

precedlng the preparat ion of the report .

38. The Appraisal  Report  provldes information re1-at ing to the current

status of a customerts account.  The Appralsal  Report  contalns nuch of the

inforrnat lon that may be found in the central  sect ion of the Basic PSR Report,

but goes into somewhat more detail-. Securities posit.ions hel-d ln the account

are l isted by category (1.e.,  bonds, preferred stock, conmon stock) and subcate-

gory (e.g.,  tax-exempt bonds, government bonds, convert ible bonds).  With

respect to each posit ion, the Report  Lndicates the unit  cost,  the date of

purchase, and the current value of the poslt ion. These values are added to

arr ive at an overal l  valuat ion for the account.

39. The PSR Capital Gains Report is a monthly surnmary of transactions

through which the customer real ized galn or loss. The report  l ists the trans-

actions, the amount of gain or loss reaLtzed, and the short- or long-term

character of the gain or loss.

40. The Cross-Reference Report ,  produced on a perlodic basis for each

registered representat ive of a cl lent brokerage f i rn,  l l -sts each securi ty held

by the representat ivers customers as a group, and the ident i ty of each customer

holding that securi ty.  The Cross-Reference Report  enables a registered represen-

tat ive to qulckly ascertain which customers hold a pert icular securi ty so that

he can conrmunicate wlth them at once in the event of a development affecting

that securi ty.
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41. With the except ion of the pr ic ing data used in valuing a customerts

account on a PSR Basic Report  or a PSR Appraisal  Report ,  or pr ic ing data

displayed on a PSR Cross-Reference Report ,  the l"nformation used to prepare the

PSR Reports consists solely of data furnished to ADP by the cl ient regarding

the holdings and transact ions of thelr  customers. Such data is typical ly

transmitted to ADP from a remote terminal and then stored on ADPfs computers.

The data furnished to AIP by each cl ient ls held in str ict  conf idence and is

never incorporated in reports furnished to other cl ients.

42. The pr ices used to value the customerst securl t ies on those reports

containing an appratsal of the customers t holdLngs (the Basic PSR Report and

the Appraisal  Report)  and pr ic ing data displayed on the PSR Cross-Reference

Report refLect the closing pr ices for those securi t ies as of the date preceding

the day of distr lbut ion of the reports.  This inforrnat lon Ls purchased by ADP

from Interact ive Data Services, Inc. ( ' | IDSI"),  a suppl ier of  pr lc ing lnformatlonr

and sales tax has always been col lected wlth respect to such purchases.

43. AIDS provides to money managers essentlall-y the same types of information

as provided by PSR to brokerage f l rms, with certain changes in the Presentat ion

of information to meet the part icular needs of money managers.

44. The basic reports generated by AIDS consist  of  the Transact lon Ledger,

Current Posit l -on Asset Report ,  Performance Metr ics Report ,  and Schedule of

Real ized Galns and Losses.

45. The AIDS Transaction Ledger suumarizes transactions in an investment

fund or account which occurred over a specif ied period of t lne'  lncluding the

purchase and sale of securl t ies, the receipt of  stock divldends and cash

dividends, and the receipt and dlsbursement of funds.
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46, The Current Position Asset Report is sinilar in format to the PSR

Appraisal  Report .  The Report  l ists the securi t ies held in a part icular fund or

account and indicates the acquisl t ion date, cost basls,  and current value of

the  secur i t ies .

47. The Performance Metr ics Report  analyzes the performance (e.g.,  appreci-

atlon in value) of the fund, in absolute terms and relatlve to various market

indicia such as the Dow Jones Industrial Average.

48. The Schedule of RealLzed GaLns and Losses l ists the securi t ies posit ions

in the account which have been closed out dur ing the year,  result ing in the

real izat ion of gain or 1oss, and indicates the amount of such galns and losses

and thetr  character as long-term or short- term galns and losses.

49. Wlth the except ion of the pr ic ing data used in valuing the securl t ies

held in a fund or account in an AIDS Current Posltion Asset Report, the lnforna-

tLon used to prepare the AIDS reports consists so1e1y of data furnished to ADP

by its clients concerning the holdings and transactions of the funds and

accounts under their management. The data furnished to ADP by eaeh cllent is

held in str ict  conf idence and is never incorporated in reports furnlshed to

other cl ients.  The pr ic ing data used to compute the current value of a fund or

account on an AIDS Current Posit ion Asset Report  is purchased from IDSI,  a

vendor of pr ic ing services, and ref lects the closing pr ice for each securi ty on

the trading day preceding the day on which the report  is distr ibuted. Sal-es

tax is paid by ADP on the purchase of this data (ref lect ing l ts bel lef  that i t

is the ul t imate consumer of this information).

50. EZPort is an on-l ine, real  t ime service designed to enable cl ients to

immedlately obtain an Appraisal  Report  or a Report  of  Real ized Gains and Losses

with respect to a part icular account.  Unl ike the PSR and AIDS reports,  which
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are prepared at night and physically dellvered to the client the next mornlng,

EZPort reports are inrmedlately prepared by the ADP computer in response to the

client t s request and transmltted to the client t s terminal where they are

printed out on the cl- ientfs pr inter.  The EZPort Appraisal  Report  is s lni lar in

format to the PSR Appraisal  Report ,  and the EZPort Schedule of Real ized Gains

and Losses Ls similar in format to the PSR Capital- Gains Report and the AIDS

Schedule of Real l -zed Gains and Losses.

51. Except for the pr ic ing data used to value the customerts account on

the EZPort Appraisal  Report ,  al l  of  the information used to prepare EZPort

reports consl-sts of data furnished to ADP by the client from a remote terminal

concerning the transact ions and holdlngs of l - ts customers. This information is

protected from access by other cl ients and is never incorporated ln rePorts

furnished to other cl ients.

52. The pr ic ing information used ln preparing EZPort Appralsal  Reports is

purchased by ADP frorn IDSI.  The pr ices used ln the EZPort reports are no more

current than those used in the PSR or AIDS Reports,  the most recent being the

closing pr ices for the previous trading day.

53. On occasion, a cl ient of  one of the Port fol io Services wi l l  furnish

ADP with a securi ty pr ice to be used in l leu of the IDSI pr ice. This ls

general ly l -n the case of securi t ies (usual ly bonds) for which there is no

act ive market.  In such event,  ADP uses the cl ientts pr ice in valuing the

securi ty on reports furnished to that c l ient.

54. The sol-e purpose of the pr lc ing data used in the Port fol io Services is

to compute a total  value for the securi ty posi t ions in the customerrs account,

so as to arr ive at a total  value for the account.  Cl ients do not use the

Portfol io Services as a means of obtaining an up-to-date pr ice for a part icular
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securi ty.  For that purpose, they would use a stock quotat ion device furnished

by a  vendor  o f  secur i t ies  p r ices .

55. Fees charged for PSR are based on the number of t ransact lons perforned

by the client, the amount of computer memory needed to store information

furnlshed by the cl ient ( the "storagett  or t t tax- lot"  charge),  and the quant i ty

and type of reports generated for the cl ient.

56. Fees for the AIDS servlce are based on the nunber of t ransact lons, the

number of accounts maintained for the cl lentr  and computer storage requirements

trlth respect to the accounts. The amount and rnethod of calculation of such

charges var ies depending on the needs and desires of each cl ient,  and the fees

paid by some clients are based on only one or two of the three components

l i s ted  above.

57. Fees for EZPort are based on the amount of time during which the

client ls connected to the computer, and on the amount of inforrnatLon stored on

the computer i f  the cl ient elects to store data.

58. The charges by ADP for Port fol io Services products during the test

period of May, 1979 appear ln those invoices with the pref ix t tPt ' .  The I 'Prr

invoices l isted in the Audit  Divis ion's analysis of sales for the test per iod

and subjected to tax may be categorLzed as fol lows: Invoices P0000104 through

P0000135 contaln charges fox EZPort,  invoices P10557 through P10700 contain

charges for AIDS, and invoices PIL7?I through PLl746 contain charges for PSR.

59. Included on several  of  the lnvoices for PSR and AIDS for the May' 1979

test per iod are certain mlscel laneous charges for services related to PSR and

AIDS, descr ibed below.

(a) Conversion or Posit ion Tape. The t tConversion Tape" charge on

involce P10603 relates to the transfer of c l ient information fron ADP computer
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storage to nagnet ic tape, at the cl- ientrs request.  The transfer ls accompllshed

through computer processing to retr leve the data fron the cl lentrs electronlc

f i les and to reformat such data, fol lowed by transferral  of  the manlpulated

data to the tape. The "Poslt ion Tape" charge appearing on invoice P10630

relates to the same service.

(b) Ftrn Trading Bookkeeping; !3E Repot;  13F Report ;  Del ivery ExPense;

Month End Valuation Firm Trading Account; Investrnent Advisory Billi,ng Systen;

Terrninal Charge; Performance Service. The Audit  Dlvis ion ln i ts br lef  conceded

the nontaxabi l i ty of  these services.

60. ADPfs charges for the basic and

Mayr 1979 test per iod which hrere treated

belng subJect to tax were in the amounts

BROKER TERMINAL SERVICE

optlonal-  Port fol io Services for the

by the Audit Division on audlt as

set forth in Appendlx A.

Basic Serv ice

61. Broker Termlnal Service ("BTS") is an ADP service which al l -ows a

broker to make teletype inquir ies concerning the status and history of hls

customersr accounts, and to have the informatlon requested instant ly displayed

on a vldeo screen located ln hls off ice.

62. The basic servlce of the Broker Terminal Service consists of dlsplayingr

on request,  one of three di f ferent screens of information relat ing to a part icular

customerrs account:  the Money Llne Fi le,  the Posit lon Fi le '  and the 30 Day

History Fi l -e.

63. A request for any of these three basic Broker Terrninal Service f l les'

along with an account number, results in the display of a screen of informatlon,

the first four lines of which show the followlng: the account name and number,

the cash in the account avai lable to purchase securi t ies, the total  market
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value of the securi t ies held in the account,  the equity in the account,  the

house excess ( i .e. ,  the amount in excess of that required by the cl ient to be

kept in the account),  the percentage of l lquldi ty of the account,  the interest

charged to the account, and instructions as to how to handle funds and securitles

recelved for the account.

64. To conpute the market value of an account,  or any securl- ty therein,

Broker Terminal Service rnul,tiplies the nunber of shares of each securl,ty the

customer owns by the closing pr ice for that securl ty on the previous day. The

closing pr ices employed are ei ther those which ADP has purchased from Interact lve

Data Servlces, Inc. or pr ices suppl ied by the cl ient.

65. In addit ion to the foregoing information, a Money Line Fi le displays

the trade date balance, sett l -ement date balance, market value, house excess'

and equlty of each of the sub-accounts within the customerrs account.  These

sub-accounts, numbered 1 through 9, include the cash account,  the nargin

account,  and the short  account.  A Money Line Fi le is typical ly requested by

the cl ientrs registered representat ive to ascertain whether his customer has

funds avai lable to purchase addit ional-  securl t ies.

66. A Posit ion FLle wi l l ,  af ter the_f irst  four l ines, display the name and

total number of shares of each security currently owned (or sold short) by the

customer. The Posit ion Fi le screen also shows the securi ty synrbol,  stock

exchange, and prevlous nlghtrs closLng pr ice for each such securi ty.

67 .  A Posl- t ion Fi le is typical ly requested by the cl ient I  s registered

representative to ascertain the securLties the customer owns and the amount

owned. By copying down thl-s information, and using an lndependent companyts

up-to-the-mlnute quotat lon service, the registered representat lve w111 be able
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to respond knowledgeably over the telephone to his customerts quest ion: t tHow

are my stocks dolng?"

68. A 30 Day History Fi le displays, af ter the f i rst  four l ines, al l  t rans-

act ions in securl t ies and al l  debits and credits to the customerrs account

during the pr ior 30 days. Thls screen is typical ly requested by the cl ient I  s

registered representat ive when the customer inquires about a problem with a

transact ion in his account.

69. The screens displ-ayed by the Broker Terminal Servlce are prepared the

previous evening and are not updated durlng the bustness day.

70. With the except ion of the securi t l -es pr ices used to compute the market

value and equity of the customer t  s account,  al l  of  the informatlon used to

prepare the f i les displayed by the Broker Terminal Service conslsts of data

furnished to ADP by the cllent concerning the assets and transactions of lts

customers. This data is held in str ict  conf idence and is never incorporated in

reports furnished to other cl ients.

71. Cl ients of the Broker Terminal Service do not use BTS ln order to

obtain an up-to-date pr lce quotat ion for a part lcular securi ty.  The pr ices

displayed on a Posit ion Fl l -e are closing pr ices for the preceding tradlng day.

Furthermore, BTS pr lces may be accessed only by cal l ing up the Posit ion Fi le

for an account containlng the securi ty in quest ion. BTS cl ients seeklng a

prlce quotat ion would consult  a stock quotat lon service in whLch courplete

pric ing data can be accessed by typing in the stock symbol.

72. There are three di f ferent charges associated wtth the basic Broker

Terrr inal  Service system. First ,  there is a charge tor each record transferred

(i .e. ,  " loadedr ')  f ron Brokerage Processing Service and reprocessed to make l- t

aval lab1e for a Money Line Fi le,  PositLon Fi le or 30 Day History Fi le lnquiry.
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Thls charge is imposed whether or not any inquiry is actually made. The charge

is computed by addlng together the number of records loaded for each of the

three  screens  and charg ing  $ .05  per  record  fo r  the  f i rs t  101000 records '  $ .02

per  record  fo r  the  nex t  30 ,000 records ,  $ .015 per  record  fo r  the  nex t  40 ,000

records, and $.01 per record for al l  renalnlng records.

73. The second part  of  the basic Broker Terminal Service charge is a $.05

charge for each lnquiry pertaining to a Money Line Fl le,  a PositLon Fi le,  or a

30 Day History Fi le.

74. The third part  of  the basic Broker Terminal Service charge is a "port"

charge. The t'portt' charge is a flat charge for having terninals attached to

the system. I t  is intended to cover some of the cost of  ADPrs overhead and

labor in operating the Broker Terminal Service system. Customers were generally

charged for one or trdo tfportst', depending rnainly on the number of terminals

connected  to  ADPfs  computers .

75. ADPfs charges for the Broker Terminal Service basic service for the

M"y, 1979 test per lod which were treated by the Audit  Divis ion on audit  as

being subject to tax were in the amounts set forth in Appendix A.

76. Br ing Up BTS. The Broker Ternlnal Service ordinari ly operates on

weekdays on1-y. A client wishing to use Broker Terml-nal Service on a weekend is

charged an addit ional amount for t 'br inging uptt  the system on that date.

According to the st ipulat ion executed on June 13, 1984, the part ies agree that

the charges for bringing up Broker Terninal Service on a weekend are subject to

or exempt from sales tax depending on whether the basic charges for Broker

Terminal Service are held subject to or exempt from sales tax. The charges for

Bring Up BTS for the May, 1979 test per iod which nere treated by the Audit
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Divlsion on audit as being subject to tax were in the amounts set forth in

Appendlx A.

BROKERACE PROCESSING SERVICE SPECIAL REPORTS

77. The part ies are agreed that many of the ADP servlces bl11ed by ADP on

B-pref ixed invoLces, which were treated by the Audit  Divis ion on audit  as l tems

on which tax should have been charged, are services for which ADP was not

required to col lect tax under Art ic les 28 and 29 of the Tax Law. ADP's charges

for the Brokerage Processing Service Speeial  Reports for the Mayr 1979 test

perlod which were treated on audit  as being subject to tax, but which the

part ies have agreed are not subject to tax, were tn the amounts set forth in

Appendix B.

The parties are not agreed as to whether ADP was required to charge

tax under Articles 28 and 29 wtth respect to the items appearlng on B-prefixed

lnvoices described l-n paragraphs 78 through 83, below.

78. Margin Equity Report .  As a special  opt ional service of the Brokerage

Processing Service, ADP prepares a report  to the cl ient which l ists in cl lent

branch sequence, each customer margin aecount, showlng the equity in each such

account.  The equity is computed by valuing each securi ty posi t ion held in the

account and subtracting therefrom the anount owed by the customer on his margin

purchases. The valuat ion of securi t ies is based on pr ices furnished to ADP by

IDSI,  a vendor of pr ic ing information. The pr ices used are the elosing pr ices

for each security for the tradlng day precedlng the day on which the report is

del ivered. The closing pr ices used to rnake the equlty computat lon are not

displayed on the report .  ADP paid sales tax on i ts purchase of pr ic ing inforna-

t ion from IDSI.
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79. Mark to Market Units.  As an opt lonal service of the Brokerage Processing

Service, ADP generates a report knonm as a t'mark to market unit" whLch ldentlfies

a transaction ln which a security owed to the client by another broker (as a

result  of  a pr ior l -oan or a fai lure to receive on the sett lement date) or owed

by the cl lent to another broker (as a result  of  a pr ior loan to the cl ient or a

fai lure of the cl ient to del iver on the sett lement date) changed in pr ice from

the or iginal  contract pr ice. The report  ident l- f ies the securi ty and number of

shares in quest lon, l ists the or lginal  contract pr ice, the current pr lce, and

the total  change in dol lars.  A copy of the mark to market uni t  can be del ivered

by the c1lent to the opposing broker (or a cornmon clear ing house) to obtaln a

refund of excess col lateral  ( in the case of securi t ies owed by the cl ient where

the pr ice had decreased) or to request addit lonal col lateral-  ( in the case of

securi t ies owed to the cl ient where the pr ice had increased).  The market

values shom on the reports are computed through use of c loslng pr ices suppl led

b y  I D S I .

80. Credit  Exposure Report .  As an opt ional service of the Brokerage

Processing Service, ADP generates a report  to the cl lent showing al l  customer

accounts where the customer has not yet ful ly paid for a securi ty purchased.

The report ,  cal led a Credit  Exposure Report ,  shows the customerts account

nurnber,  name, registered representat ive, securi ty purchased, the def ic l t

amount,  and the number of other securi t ies posit ions held in the customerfs

account.  The I 'def ic l- t  amountrr  equals the dl f ference between the value of the

securi t ies in a customerts account and the total  customerrs equlty ln that

account. The market values used to compute the deficit amount are derived from

closing pr ices for the day preceding the day on whlch the report  is furnished.
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The closing pr ices used are furnished to ADP by IDSI.  No pr lcesr values, or

equity computations are shown on the face of the report.

Bl .  Net Capital  I la ircut Report .  As an opt ional service of the Brokerage

Processing Service, AJP furnishes a cl ient wlth a report  which analyzes the

purchases and sales of securi t ies which the cl ient t ransacted for i ts own

account  ( i .e . ,  no t  on  beha l f  o f  i t s  cus tomers) .  The repor t  reca lcu la tes  the

market value of the cl ient t  s current securl t ies posit ions and adJusts the

cl ientts net capltal  rat ios for regulatory purposes. The market values used in

the reports are computed uslng the previous dayrs closlng pr ices suppl ied by

I D S I .

82. Opt ion Link Report .  As an opt ional service of the Brokerage Processlng

Service, ADP prepares a report  to a cl lent showing, for each of his customers

who has wri t ten an opt ion, a descr ipt ion of the opt lon, the number of opt ions

in the opt lon posit ion, the str ike pr ice of the opt ion ( i .e.  '  the pr ice the

customer would receive for the underly ing securi ty on exercise of the opt ion),

the preceding nightrs closing pr ice of the underly ing securi ty '  the expirat ion

date of the opt ion, the exchange over which the opt ion Ls traded, whether the

opt ion is covered by the customerts ownershlp of the underly ing securi ty or a

purchased opt ion on the same securi ty,  the nargin requlred for the opt ion

posltion, and the narket value of any underlying security which the customer

owns. The report  is used by the cl ient to assess compl iance with margin

requlrements and for survei l lance of act iv i ty in opt ion accounts. The underly ing

securi ty pr ice used in this report  is suppl- ied by IDSI.

83. R-l  List  of  Secured and Unsecured Balances. As an opt ional service of

the Brokerage Processing Servlce, ADP prepares a report  for the cl ient which

provides information whLch the cl ient would use to prepare his R-1 regulatory
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report to the Securities and Exchange Cornmlssi.on. This report shows all the

cl- ientrs customersf accounts which have negat ive cash balances or f tozen

positive cash bal-ances, the amount of the funds ttozen, the market value of any

securi t ies held in the account which "secure" the negat ive balance, and the

amounts of such balances which are unsecured or partially secured by such

securi t ies. In computing the market values of securi t ies for this report '  ADP

ernploys closing pr ices suppl ied by IDSI.  The closing pr ices used do not appear

on the face of the report .

84. In the case of the reports descr ibed ln paragraphs 78 through 83

above:

(a) al l  of  the infornat ion used to prepare the reports,  except IDSI

priclng lnformation, where appl-lcable, ls derived from informatlon furnlshed to

ADP by the cl ient receLving the report  and relates to the part icul-ar assets or

transact ions of the cl ient or i ts customers;

(b) at the cl ientrs request,  on occaslon the reports employ a securi ty

pr ice which the cl lent suppl ies to ADP ln the place of the IDSl-suppl ied pr ice;

and

(c) none of the informatlon furnished in the reports '  except IDSI

pr l-c ing information, where appl icable, is incorporated in reports furnished to

o ther  C l ien ts .

85. ADPrs charges for the reports descr ibed in paragraphs 78 through 83

for the May, 1979 test per lod which were treated as being subject to tax by the

Audit Division on audit were in the amounts set forth in Appendix A.

CAGE MANAGEMENT SERVICE; DATA COLLECTION SERVICE; DATA TRANSMISSION SERVICE

86. The part les are agreed that the Cage Management Service, Data Col lect ion

Service, and Data Transmission Service, which were treated by the Audit  Dl-vis ion
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on audit as items on which tax should have been charged, are services for which

ADP was not requlred to col lect tax under Art ic les 28 and 29 of the Tax Law.

ADPrs charges for the Cage Management Service, Data Col lect ion Servlce, and

Data Transmission Servlce for the May, 1979 test per iod whlch r /ere treated on

audit  as being subject to tax, but which the part ies have agreed are not

subjeet to tax, were in the amounts set forth ln Appendlx B.

BROKER TERMINAL SERVICE N/A INQUIRY; AMEX AND CBOE OPTIONS; CASH AND SECURITIES

OVER TIIE WIRE; LOADING BANK BALANCES ON-LINE; CHECKS ON-LINE

87. The Audit  Dlvls lon in i ts br lef  conceded the nontaxabi l i ty of  these

services. ADPfs charges for the Broker Terminal Service N/A Inqulry,  AMEX and

CBOE Options, Cash and Securi t les over the Wire feature, Loading Bank Balances

On-Line feature and Checks 0n-Line feature during the Mayr 1979 test per lod

which were treated by the Audit  Divis ion on audit  as being subject to tax were

in the amounts set forth in Appendix A.

EQUIPMENT RENTAL AND MAINTENANCE

88. On audlt ,  in i ts Analysls of Sales for May, I979r the Audlt  Divis lon

l isted the fol lowing as l tems on which sales tax should have been, but was not

charged: Paradyne 4800 Baud Moden, $405.00 (Involce C2184);  CSR8356 CKT 60490'

$100.71 (Invoice C2856).  The lnvoices show, however,  that 8 percent sales tax

was charged on the sale of this equipment.

89. In i ts Analysis of Sales, the Audit  Divis ion l isted as an i tem on

which sales tax should have been, but was not charged, "CMSt' ,  $14'248 (InvoLce

C2842). The Lnvoice shows, howeverr that the $I4r248 f igure is the sum of

three i tems: f i rst ,  a $13r600 charge for "Computer Interface and Processing

Chargesrt  for the Cashier ing Management Service; second, under the headlng

"Equipment Rental  & Maintenancet ' ,  a $216 charge fot "2 Western Union 120 CPS at



and $432 i tems.

90. In i ts Analysis of Salesr the Audit  Divis ion l isted as i tems on which

sales tax should have been, but was not charged, the fol lowing l tems for

Invoice C2834t

$ 1 0 0 .  ( N . Y . C . )  S / N  8 2 0 2 1  a n d  8 6 0 0 1 r ' ;

charge for "4 Decwri ters 11 30 CPS at

and 11115." The involce shows that 8

91.  As  an  op t iona l

generates not ices which

check or securi ty from
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and third,  also under this heading, a $432

$ 1 0 0 .  ( N . y . c . )  s / N  3 0 5 6 8 ,  2 3 4 7 2 ,  C 4 8 8 9

percent sales tax was charged on the $216

DTS l ines loaded
BTS Service Charge
Various Per Involce
Teletype Repair  Serv.

T o t a l  $ 1 9 , 5 4 3 . 1 7

The sum of all the charges on the invoice for which no sales tax is shohtn,

excluding charges for equipment del ivered ln Ohio, ls $19,142.85. The lnvoLce

shows the following equipment rental and maintenance charges for equipment

delLvered in Ohio, on which no saLes tax was charged:

4  Decwr i te rs  11  30  CPS a t  $100.  (Oh io)  $  400.00
I Llne Printer System at $800. (Ott ;  800.00
l  Modem a t  $120.  "  120.00
2 Acoust ic  Coup ler  a t  $10.  "  20 .00

rotal ilm:d'd

Since the  to ta l  o f  the  amounts  1 ls ted  on  the  Ana lys is  o f  Sa les  ($19,543.17)

exceeds the sum of the invoice charges on which sales tax was not col lected

(except  fo r  charges  re la t lng  to  equ ipment ,  de l i vered  ln  oh io )  ($ tO '142.85)  by

$400.32, withln the "Various Per Invoicef i  entry on the Analysls of Sales must,

be $+00.32 of charges for equipment del ivered in Ohio,

BOOKKEEPING NOTICES

$  i , 907  . 91
I ,  700 .00

15 ,493 .76
44r .50

service of the Brokerage Processing Service, SP

lndicate the receipt by the cl ient brokerage house of a

i ts customer. These t tbookkeeping nottces",  produced ln
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dupl icate'  are distr ibuted to approprlate departments within the cl ientts

off lces, including to the customerts registered representat ive. The cl ient may

also send a copy of the not ice to the customer.

92. ADPrs charges for Bookkeeping Not ices for the May, 1979 test per lod

which \irere treated by the Audit Division on audit as being subject to tax were

in the amount set forth in Appendix A.

N/A CARDS

93. As an opt ional service of the Brokerage Processtng Service, ADP

provides the cl ient,  on requestr wi- th information relat ing to custorner accounts

at a part icular c l ient branch or handled by a partLcular cl ient registered

representat ive. Where requested, the information relat ing to each account ls

furnished on a 3rr x 5rf index card containing the following l-nformation: the

account name, address, t rading l imitat ions, and other simi lar tdent i fy ing and

governing information. A11 this infornat ion was previously entered by the

cl ient into ADP computers through the Data Col lect lon Service.

94. ADPrs charges for N/A Cards for the May, 1979 test per iod whlch were

treated by the Audit  Divis ion on audit  as being subject to tax were in the

amounts set forth in Appendlx A.

SPLITS

95. On occasion, a cl lent of  ADPfs Brokerage Processing Service wishes to

process on lts own computer equipment and software data pertaining to the

cl ient which ADP previously col lected from the clLent through the Data Col lect lon

Service, the Data Network Servlce, or by other means. Where so requested, ADP

creates a I 'spl i t t '  or copy of the data in quest ion on magnetic tape, which is

made avai lable to the cl ient for copylng. After the cl ient copies the data,
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the tape is returned to ADP. In creat ing

to re-sort  the data so that Lt  can be run

96.  ADPrs  charges  fo r  sp l i t s  fo r  the

treated by the Audit  Divis ion on audit  as

amounts set forth ln Appendix A.

LINE CHARGES

the I 'spl i t ' r ,  ADP is usual ly required

on the  c l ien t rs  computer .

M"y, 1979 test per iod which were

being subJect to tax were in the

97. To faci l l - tate the instal lat ion and standardizat ion of telephone l ines

fron the cl ientrs off i .ces to ADP computers, ADP on occasion acts as agent for

the cl ient and orders telephone l ines direct ly from the telephone company.

When this occurs, ADP pays the bills it receives from the telephone cornpany for

these l ines (whlch include sales and excise tax charges where appl icable).  The

exact dollar amount of the telephone bill (including the taxes paid) is then

bi l - led to the cl i -ent as a t 'L ine Charget 'on the cl ientts ADP invoice.

98. ADPrs "Line Charges" for the May, 1979 test per iod which were treated

by the Audit Diviston on audit as belng subject to tax were in the amounts set

forth in Appendlx A.

CONCLUSIONS OF LAW

DATA NETWORK SERVICE

A. That the Data Network Service provided by ADP to i ts c l ients const i tutes

a data processlng service, and not telephone or telegraph service taxabl-e

pursuant to sect ion 1105(b) of the Tax Law. ADP is engaged in the sale of,  and

its cl ients contract for the purchase of,  data processlng service; the transmis-

sion of electronic signals over lines llnking the DNS computer wlth the termtnals

of a DNS client or wlth a stock exchange computer (which lines are leased by

ADPfs client from a cornmunications company) is merely an incident of such

service. I'It is couunon knowledge that a telegraph company normally functions
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as a mere conduit ,  t ransmit t ing to third-party recipients messages given l t  by

var ious  or ig ina tors . "  (Quot ron  Sys tems,  Inc .  v .  Ga l lman,  39  N.Y.2d .  428,  432.3)

ADP is far from a "mere conduitff in rendertng the Data Network Service. DNS

act iv i t ies include: val idat ing orders and execut ions; automatic rout ing'  which

rel ieves the cl lent of  the necessity of determining the exchange upon which

each part icular order w111 be executed; al ter ing the form and/or content of

orders and execut ions before retransmit t lng them to their  dest inat ionsl  storage

of information contalned in messages; matching orders with execut ions; preparat ion

of dal ly reports of t rading act iv i ty and open orders; and in some instances,

transferr ing stored data for use by other ADP divis ions in the product ion of

repor ts .  F ina t l l r  example  3  o f  regu la t ion  sec t lon  527.2(d) (2 )4  does  no t

govern, agal-n, because ADP does not function as a conduit, sirrply shifting or

diverting the same, unal-tered message from one channel or line to another.

B. That l -n accordance with the rat lonale of Conclusion of Law t 'At ' ,  the

fol- lowing opt ional and special  DNS charges are not subject to tax under sectLon

1105(b):  Inst i tut ional System; Automatic Rout ing System; Rout ing by Symbol;

F loor  Repor t  On ly  Input ; ' rC lear ing  Input  to  AMEX| ' , ' rC lear lng  Input  to  S IACrr ,

"Clearing Inpur to CBOE Optionn and "AMEX Option Extractionf'; DOT/ODD LOT

Access Charge; PACE Routing Charge and One Tlne Prograromlng Charge for PACE;

"While the tax sought to be imposed in [Quotron] was a tax upon businesses
furnishing ut i l i ty services under sect ion 186-a of the ?ax Law rather than
sales tax under sect ion 1105, the determinat ive issue as def ined by the
court was whether the taxpayer rras engaged ln the sale of telegraphy or
the  fu rn ish l -ng  o f  te legraph serv ice . ' r  N .Y.S.  Cab le  Te l .  Assn.  v .  S ta te  Tax
C o u n .  ,  5 9  A . D .  2 d  8 1 ,  8 4 .

t tMessage switching services, t ransmit ted to a computer over l ines leased
fron a connunicat ion carr ier are telegraph services subject to the tax
i r rposed under  sec t ion  1105(b)  o f  thq  Tax  Law."  20  NYCRR 527.2(d)  (2 )  ex .3 .
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One Time Charge for Trailer Rejecting Back to Originator; and CMTA Program One

Time Charge.

C. That the P&S Tape Handl lng Charge const i tutes a receipt f ron the sale

of tangible personal property subject to tax pursuant to sect ion 1105(a).

(Mat te r  o f  F inserv  Computer  Corp .  v .  Tu l l y ,  94  A.D.zd  I97 ,  a f fd .  mem. ,  61

N . Y . 2 d  9 4 7  . )

D. That the Ex-Dlvidend Transmission Report is an lnformation service

excepted from tax by sect lon 1105(c) (1) (see the more detai led treatment of

informatlon services in Conclusion of Law rrFrr) .  The purpose of the report  is

not to inform ADP|s cl ient that a part icular corporat ion has announced a

dividend (information known to the client via other sources) but rather to

identify which of its pending customer orders are affected by dlvldend announce-

ments .

E. That the evldence establ ishes that ADP col lected the appl icable sales

tax on the Rental  Charge re Execut ion Services.

PORTFOLIO SERVICES

F. That the Portfoll-o Servlces rendered by ADP are excluded fron tax as

rrthe furnishing of informatlon which is personal or Lndividual in nature and

which is not or may not be substant ial ly incorporated in reports furnished to

o t h e r  p e r s o n s . . . "  ( T a x  L a w  s e c t i o n  f f 0 5 [ c ]  [ 1 ] .  S e e  a l s o  2 0  N Y C R R  5 2 7 . 3 [ b ]  [ 2 ] ,

especial ly Exaurple 3).  The reports furnished by ADP present information

relat ing to the securi t ies transact ions and posit ions of ADPrs cl ients or of

the customers of i ts c l i -ents.  The report  relat ing to each account is unique

because i t  is based on the part icular holdings ln that account.  Further,  ADP

holds each cl ientrs reports in conf idence and takes measures to ensure that

such reports are not disclosed to other cl ients.  The use of pr ices purchased
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by ADP fron IDSI to value customerst securi t les on certain Port fol io Services

reports (Basic PSR Report,  Appraisal  Report ,  Cross-Reference Report '  Current

Poslt ion Asset Report ,  Performance Metr ics Report  and EZPort Appraisal  Report)

does not change the essent ial  nature of such reports as personal and Lndividual.

The statute only requires, and the regulat lon example ci ted above makes abundant ly

clear,  that the infornat ion furnished to the customer must be personal or

individual in nature and not substant ial ly incorporated in reports furnished to

others; there is no requlrement that al l  information ln each report  be used

only in that part icular report .

G. That the reasoning and result  of  Conclusion of Latt  t tCtt  are equal ly

appl lcable to the charges for Conversion or Posit ion Tape.

BROKER TERMINAL SERVICE-BASIC SERVICE; BROKER PROCEqSI{C IERVICE SPECIAT

REPORTS; BOOKKEEPING NOTICES; N/A CAPOS; SPLITS

H. That the charges for Broker Terminal Service-Baslc Servi.ce, Broker

Processing Service Special  Reports,  Bookkeeplng Not ices, N/A Cards and Spl i ts

are not subJect to tax, in accordance with the reasonlng of Conclusion of Law

l l F l l  
.

EQUIPMENT RENTAL AND MAINTENANCE

I. That the evidence establ ishes that ADP col lected the sales tax on

Equipnent Rental and Maintenance recelpts where appropriate.

LINE CHARGES

J. That Line Charges are not subJect to tax inasmuch as ADP merely

as agent for a cllent in obtalning lines fron the telephone company, and

telephone conpanyts bi1-ling already incl-udes sales tax on the telephone

and any instal lat ion fee.

acted

the

serv ice



K. That the pet i t lon

Brokerage Serv ices ,  Inc . )

above; and the assessment

and is also to be reduced

Division.

DATED: Albany, New York

rvlAY 0 B 1gg5
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of Automatic Data Processing, Inc. (successor to ADP

is granted to the extent indicated ln the conclusions

issued on June 19, 1981 ls to be reduced accordingly '

to take account of the concessions made by the Audlt

STATE TAX COMMISSION

N. bn,"l\
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APPENDIX A

Invoice

D3038
D3041
D3043
D3228
D3237
D3247

Invoice

D304 1

D3043

D3228
D3235
D3236
D3238
D3243
D3245
D3246

Invoice

D3043

$  147 .00
r , 794 .59
2 ,896 .85
2 ,995 .97
5 ,612 .80

L I , 6L2 .70
(  7so.  oo)

$  24 , r89 .92

Amount

Amount

Amount

$ 3s0 .00
F---5mm

DATA NETWORK SERVICE

Basic Services

Trade Charges

Entry

Trade Charges
Trade Charges
Trade Charges (DNS Systen)
Trade Charges
Processing Charges (Trades)
Trade Charges
Cred i ts

Processing Charges

Entry

Processing charges - baud
(ports to SIAC)

Processing charges - baud
( Inc .  S IAC por ts )

Processing charges
Processing charges
Processing charges (DNS)
Processing charges
Processing charges
Processing eharges
Processl-ng charges

Optional Servlces

Special  Features

por ts

Por ts

Total

Tota l

$  4 ,650 .00

6 ,  300 .  00
4 ,  850 .  00
3 ,150 .00
3 ,  925 .00

25  ,  800 .  00
27  ,816 .00x
26 ,125 .00
18 ,400 .00

$  12  1  , 016 .00

Inst i tut ional System

Entry

Inst i tut ional System
Total

* Invoice shows $16.00 of sales tax was charged.



Involce

D3043
D3245

InvoLce

D3228

Invoice

D3238

Invoice

D3043
D3228
D3236
D3238
D3238
D3243
D3243
D3245
D3246
D3246

Invoice

D3235

-42-

Autonsllic Routing Systen

Eptty

Automatic Routing Systern
AutomatLc Routing Monthly Charges

Tota l

Routing by Symbol

Entry

Routing by Symbol-
Tota l

Floor Report Only Input

Entry

Floor report only input
Tota l

Clearing Input

Entry

Clearing Input to AMEX option
Clearing Input to AMEX
Clearing Input to AMEX optlon
Cl-earing Input to SIAC for NYSE & AMEX
AMEX Options Extractions
Clearing Input to SIAC
AMEX Option Extraction
AI,IEX Option
Clearing Input to CBOE Option
Clearing Input to AMEX Option

Tota l

Spgcial Reports

Ex-Divldend Transmission

Entrv

Ex-Dividend Transmisslon

Amount

$ 3s0 .00
350.  00

s---milm

Amount

$  350 .00
$  350 .00

Amount

$  1 ,000 .00
$-I;Tdd.0d

Amount

$  s0 .00
50 .  00
50 .00

I  ,  250.  00
750 .  00
250 .00
1s0 .00
50 .00
s0 .00
50 .00

T-f6-o.to

Amount

$  1s0 .00
+

$ rs0 .00Total

* Conceded by the Audit  Divis ion as nontaxable.



Invoice

D304 1
D3043
D3228
D3243
D3245
D3246

Involce

D3238

Invoice

D3235
D3236

D3237

D3243
D3245
D3246

lnvol-ce

D3228

D3235
D3237
D3238
D3243
D3245
D3246

$  100 .00
100 .00
100 .00
150 .00
150 .00
150 .00

F---Fo:Td

Amount

Amount

$  500 .00
$  500 .00

Anount
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Z-LOG/Open Order Report*

Entry

Z LOG Open Order Report
Z LOG and Open Order Report
Traff ic Log/Open Order Report
Z LOG Open Order Report
Z LOG
Z LOG and Open Order Report

To ta l

rrD Match[ Report*

Entry

D Match Report  execut ions
Tota l

Entry

Daily & Monthly Open Order Confirmation
Monthly & Dai ly Open Order Customer

Confirmation
Dally & Monthly Customer Open Order

Confirn
Monthly Open Order Confirmatlon
Customer Conf irms
Monthly Open Order Confirm Charge

Tota l

Customer Confirmation
and Conf irmation Transmission*

Entry

Customer Confirmation Charges
(DNS Systen)

Customer Conf irmations
Total Confirms Delivered
Conf irmation Transmission
Customer Conf lrmations
Customer Confirms
Customer Confirrnation Charges

Dai ly & Monthly Opsn Order Conf lrmation*

$ 1s0 .00

25 .00

150 .  00
99 .98
25 .00
49 .42

E-@

Amount

$  1 ,  683 .92
877 .  10
715 .84

I  , 000 .  00
325.44
473  .7  6
7  2 .48

rotal T--tffi

* Conceded by the Audit  Divis ion as nontaxable.
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Special-  Charges

DOT/ODD LOT Access

Invoice

D3235
D3241

Invoice

D3247
D3245

Invoice

D3238

Invoice

D3245

Invoice

D3235

Invoice

D3245

PACE
PACE

EntrJ

DOT/ODD Access
DOT Access

PACE Routing

Entry

Time, 'charge for t rai ler
to or iginator

CMTA Program

E"try.

Routing
Routing

Total

I Tine Charge for Trailer
Reject lng Back to Originator

Entrv

Total

re ject ing ba.ck

Tota l

Amount

$ gzs.  oo
600 .  00

F-rm

Amount

350 .00
100 .00
450 .00

Amount

$ 3s0 .00
il-3m

Amount

$  500 .00
d--.T'0.T.0'

Amount

$  400 .00
T---Z00:60

Amount,

$  864 .00*
486 .00 *

s--T;5m:60

CMTA Program one time eharge
Tota l

P&S Tape Handllng Charge

Entry

P&S Tape Handling Charge
Tota l

Rental Charge re Executi.on Services

Entry

Execut ion services
Execut ion services

Tota l

*  Invoice shows that  82 sales tax was charged on these entr ies.
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PORTFOLIO SERVICES

Invoice

PIL72I
P I t l 22
PII723
Pt I724
PLr726
PI tT 27
P11728
P11730
P l1731
PTT732
PLI737
PrtT 42
PLIT 43
Pt I744
PtIT 45
PlIT 46

Invoice

P  1 0 5 5 7

P 1 0 5 8 3
P l  0584
P  1 0 5 8 5
P 1 0 5 8 6
P  1 0 5 8 7
P 10588
P 1 0 5 8 9
P 1 0 5 9 3
P  1 0 5 9 4
P  1 0 5 9 5
P10596
P  1  0 5 9 8
P 10599
P 10600
P 1 0 6 0 2
P 1  0603
P  1 0 6 0 4
P 10609

$  8 ,9  13 .58
1 .2 ,242 .46

800 .00
3 ,000 .00
1 ,  146 .50
1 ,251 .90
1 ,021 .50

666 .15
5 ,334 .40
2  , 484  . 7  6

i t r , t L6 .73
I  , 808 .30
2 ,298 .55
2 ,L49  . 00

344 .50
I  , I zL .25

$  65 ,699 .58

A,mount

Anount

$  9 ,000 .00
I ,  358 .05

42 I . 70
1 ,053 .75
2 ,459 . r5

53  r  . 50
2 ,232 .90
1 ,034 .60

894 .  50
644 .00
500 .  00
369 .25
500 .  00

| , 770 .L0
500 .00

2 ,307  . 7  5
5 ,814 .00

500 .00
2 ,000 .  00

Basic Port fol io Services

Portfol io Status Report ing

Entry

Por t fo l io  Serv ices
Por t fo l io  Serv ices
Portfol io Services
Portfol io Servlces, Minimum
Portfol io Servlces
Por t fo l io  Serv ices
Por t fo l io  Serv ices
Portfol lo Services
Portfol lo Services
Portfol io Services
Portfol io Services
Various
Various
PSR
PSR
PSR

Total

Autornatlc Investor Data Servi-ces

Entry

Port fol io Report ing
(Es t .  B i l l )

Port fol io Report ing
Portfol io Report ing
Portfol io Report ing
Portfol io Report ing
Portfol io Report ing
Portfol io Report lng
PortfolLo Report ing
Portfol io Report ing
Portfol io Report ing
Portfol io Report ing
Portfol io Report ing
Minimun
Por t fo l io
Por t fo l io
Por t fo l io
Por t fo lLo
Por t fo l io
Por t fo l io

Services

Services
Services
Services
Services
Services
Services
Services
Serv ices
Services
Services
Services



Invoice

P  1 0 6  1 0
P 1 0 6 1 1
P  1 0 6  1 7
P  1 0 6  1 8
P 1 0 6 1 9
P10627
P10629
P 1 0 6 3 5
P  1 0 6 3 7
P  1 0 6 4 0
P I  0644
P 1 0 6 4 5
P 1 0 6 4 7
P  1 0 6 5 0
P 1 0 6 5 1
PLO652
P I  0654
P  1 0 6 5 5
P I  0656
P  1 0 6 5  7
P 1 0 6 6 1
P t o 6 6 2
P 1 0 6 6 6
P  1 0 6 6 9
P10672
P 1 0 6 7 5
P  1 0 6 7 6
P10677
P 1 0 6 7 8
P 1 0 6 8 0
P 1 0 6 8 1
P 1 0 6 8 2
P 1  0684
P  I  0 6 8 5
P I  0686
P 1 0 6 8 9
P 1 0 6 9 i
P 1 0 7 0 0
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Automat ic  Inves tor  Data  Serv ices  (cont t . )

Entry

Port fol io,  EF l lut ton Suggests
Por t fo l io
Por t fo l io
Por t fo l io
Por t fo l io
Por t fo l io
Por t fo l io
Por t fo l io
Por t fo l io
Port fol io,  Ref.  Thornson Brown**
Por t fo l io
Por t fo l io ,  Accounts ,  tax  lo ts r  g rans . * * *
Port fol io
Por t fo l io
Port f  ol- l -o
Port fol io
Por t fo l io
Por t fo l lo
Por t fo l io
Por t fo l lo
Por t fo l io  Serv ices
Portfol io Services
Portfol- io Services
Portfol io Services
Por t fo l io  Serv ices
Portfol io Services
Por t fo l io  Serv ices
Portfol io Services
t tGet  copy  lnv . t t

Portfol- io Services
Portfol io Services
Por t fo l io  Serv ices
Portfol io Services
Portfol io Services
Portfol io Services
Por t fo l io  Serv ices
Portfol io Services
Portfol io Services

Total

Amount

2 ,7  40 .25*
6 t6 .4s
500.  00
428.20
508 .00

3 ,  184 .00
699.05
500 .00
983 .50

1 ,  111  .  66
I  ,  060 .  20
3 ,833 .55
r , 674 .93
L ,726 .8 r
2 , r8 r . 25
I  ,  104 .  15
1  ,  686 .96

400.  00
2 ,037 .50
I  , 633 .50
2 ,409 .48
4 ,938 .75
L ,224 .00
r  , 862 .90

7  10 .  30
2 ,356 .  00
5 ,  164 .80
4  , 97  O  .50
3 ,451 .00
8 ,000 .  oo
2 ,106 .  t o
r , 029  . 20
9 ,657  . 19
1 ,666 .7O
3 ,247  . 75
2 ,27  6  . 80
2 ,730  . 7  5

654  . 7  5
Srmee;i6

sa.les tax hras charged.
. a department within

* Includes $108 for terminal for which invoice shows
E.F.  Hut ton  Suggests  l s  no t  a  separa te  serv ice ,  bu t
the  c l ien t fs  o f f i ces .  (Tr .  299-230)

** Thornson, Brown is not a separate servlcer but the name of a cl ient.

*rr* f isssunts, Tax Lots and Transact ions charges are in al l  other cases
assessed on the analysis of sales merely with the words "Port fol io",
t 'Port fol io Report ing Servic€srrr  of ,  i tPort fol io Services".



Invoice

P0000 104
P0000105
P0000 107
P0000 1 1 1
P0000 I I  4
P0000 1 15
P00001 1B
P0000 1 2 1
P0000 1 24
P0000128
P0000 i35

Invoice

P 10603
P r 0 6 3 0

Invoice

P  1 0 6 5 9

Invoice

P10672

$  807 .98
379 .08
7  43 .52
100 .  00
400 .  00
100 .  00

4 ,553 .72
100 .00
39 .  10

100 .  00
27  4 .90

E-f810

Amount

Amount

$ soo.00
500 .00

$T6',6',6'm

Amount

Amount

$  100 .00
F-TodTO

Amount
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EZPort

Entry

EZPort
EZPort
EZPort
EZPort
EZPort
EZPort
EZPort
EZPort
EZPort
EZPort
EZPort

Miscel laneous Port fol io Services

Report

13F Report*

Conversion Tape or Posit lon Tape

Entry

Conversion Tape
Por t fo l io ,  Pos i t ion  Tape

Total

Firn Trading Bookkeeping*

Entry

Port fol io Services, Firm Trading
Bookkeeping

Tota l

13E Repor tx

Entry

Tota l

Total

Invoice Entry

P  1 0 6 7 8 t t G e t  c o p y  i n v . t t
Total

Conceded by the Audit  Divls ion as nontaxable.

Includes $500 charge for Marks Program.

1 ,000 .00



Invoice

P  1 0 6 7 8

Invoice

P  1 0 6 7 8

Invol"ce

P  1 0 6 7 8

Invoice

P 1  0 6 7 8

Invoice

P 1 1 7 3 8  A I D S
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Del ivery Expense*

Entry

t t G e t  c o p y  l n v . t t

Tota l

Month End Valuation Firm Trading Account*

Entry

t tGet  copy inv. t t
Tota l

Investment Advisory Bil l ing System*

Entry

Amount

$  110 .00
r-il6:m

Amount

$  200 .00
+

$  200 .00

Amount

$  526 .00
T---st6.-m

Amount

$ loo .oox*
$  1o0 .oo

Amount

$ 1s0 .00
6-lm

t tGet  copy  inv . t t

Terminal*

Entry

t tGet  copy inv. t '

Per formance Serv ices (ATDS)*

Entry

Total

Tota l

I

* *

Conceded by the

Invoice shows $8

Audlt Dl-vision as

of sales tax lras

Tota l

nontaxable.

charged on this i tem.



Invoice
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BROKER TERMINAL SERVICE - BASIC SERVICE

Port Charge

Entry

Port  Charge
r tSee Invo ice f t
t t see  Invo ice t t
t tSee Invo ice t t

2 Por ts
BTS Port  & Line
ttVarious per Invoicer l
I tVarious per Invoice'
BTS Interface
ttCopy Inv. t t

Total

30 Day History, Posit ion Fi le,  Money Line
-- Records Loaded and Inquiries

Entry

30 Day History Fi le
Poslt ion Fi le
Poslt ion Fi1e, Money Line, 30 Day History
Broker Terminal Svstem
30 Day History
Pos i t ion  F i le
Money Line
30 Day History, Posit ion Fi le" Money Line
BTS service charge
BTS service charge
BTS servlce charge
ItVarious per Invoicert
rrVarious per Invotcerr
30 Day History
Posit l -on Fi le
Money Line
30 Day H is to ry ,  e tc .
t tCopy  Inv .  t t

t t C o p y  I n v . t t
t tCopy  Inv .  t t

t tCopy Inv. t t

"Copy Inv .  t t

To ta l

Amount

Arnount

$ s00 .00
483 .40
254.85

500 .00
600.  00
24 r .36

1  , 000 .  20
4t6.45
873 .64

I  ,  700 .  00
I  ,  768 .  B6
3 ,123 .85

500 .00
60.44

Lz t .20
r2r .20
500 .  00
600 .  00
500 .00

5  ,423 .96
4 ,68 r . 7  5

$  24 ,071 .06

c2 t84
c2 I92

c28r9
c2820
c2834

c28s6
c2860

$ s00.00
1 ,000 .00

167 .00
I  25 .  00

I  , 000 .  00
500 .  00
500 .00

10 .00
r67 .00
900 .  00

F--4E'69..00

Invoice

c2184

C2BI2

c2819
c2820

C2834

c2856

c2860
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Bring Up BTS

Amount
Invoice Invoice Descrlpt ion Bi l led

846478 Br ing  Up BTs 5 /19  $  250.00
Br lng  Up BTS 4 /28 /79  250.00 .

Tota l  $  500.00

BROKEMGE PROCESSING SERVICE SPECIAL REPORTS

Margln Equity Report for NYSE

Amount Dlscount
Invoice Invoice Descr ipt ion Bi l led Al lowed

847472 Margin Equity Report
for NYSE

847468 Margin Equity Report
for NYSE

847449 Margin Equity Report
for NYSE

847447 Margin Equity Report
for NYSE

847437 Margin Equity Report
for NYSE

$  30 .00

30 .00

30.00 Less 257.

30 .00

30 .00
Total $ffi

Mark to Market Units

Amount
Invoice Invoice Descript lon Bi l l -ed

847461 Mark to Market Units
($75 lwednesday)  $  375.00

847459 Weekly Mark to Market Units
($75 lThursday)  30o.  oo

847439 Mark to Market Units
($7s lwk.  )  3oo.  oo

847437 Mark to Market Units
($75lwednesday)  375.00

846483 Mark to Market Unlts
o f f  L ine  ($75 lwk . )  300 .00

To ta l  $1 ,650 .00



Invol-ce

-A11-

Credit  Exposure Report

Invoice Descript ion

Credit  Exposure Report
Credlt  Exposure Report
Credlt  Exposure Report
Credit  Exposure Report
Credit  Exposure Report

To ta l

Net Capltal  Haircut Report  for
Firn Trading A/C Monthly

Invoice Descript ion

Net Capital  Haircut Report
for Firm Trading A/C
Monthly

Option Link Report

Invoice Descr ipt ion

Amount
B i l led

Amount
Bi11ed

$  250 .00

Amount
B111ed

Dlscount
Allowed

Less 252

less  502

Discount
Allowed

Iess 257

Discount
Allowed

Less 257"

847472
8,47449
847446
847 437
846478

$  350 .00
750 .O0
350 .00
750 .00
7  50 .  00

$'3EM

Invoice

847 445

Invoice

847 472
847 449
B47437

Invoice

847 472

847459

847 449

847 447

846478

Option Link Report  $ 300.00
Opt ion  L ink  Repor t  300.00
Option Link Report  300.00

rotal T_TZsld

R-1 List  of  Secured and Unsecured Balances

Invoice Descript , ion

R-l  List  of  Secured &
Unsecured Balances

R- l  L is t  o f  Par t ia l l y
Secured & Unsecured
Balances

R-l  List  of  Secured &
Unsecured Balances

R-1 List  of  Part ial ly
Secured & Unsecured
Balances

R-1 Unsecured & Part ial lv
Secured

Total

Amount
B i l led

50.  00

s0 .00

50.  00

50 .00

50 .  00
w3

l ess  502



BROKER TERMINAL SERVICE
(INCLUDING LOADING FOR

-LL2-

N/A INQUIRY
INQUIRY) x

Invoice

C2IB4

c2820
c2828

c2832
c2834

$  98 .30
200 .00

20.35
200 .  00

12 .30
400 .  00
400 .  00
r89 .  30
20 .  80

T-l,Eti5

Amount

Amount

Amount

$ 2 , r79 .55
$ 2 ,  r79 .55

Amount

$  250 .00
$  250 .00

Entry

CICS N/A Inqulry
NA Loading
BTS N/A Inqulry
Loading N/A f i le for On Line Appl icat ion
N/A Inquiry
CBOE Options**
t tVarious per Invoicert
ttVarious per Invoicett
t tVarious per Invoicer l

To ta l

AMEX AND CBOE OPTIONS*

Invoice

c2r84
c2 t87
c2 t87
CTBO6
c2822
c2827
C2828
c2832
c2834
c2835
c2854

Entry

AMEX Options
AMEX
CBOE Options
AMEX Option
AMEX Optlon
AMEX Option
AMEX
AMEX Options
ttVarious per Invoicett
AMEX Options
AI'IEX Optlon

CASH & SECTIR]TIES OVER THE I,IIRE*

$  42 .6s
r , 476 .84
1 ,284 .60

4 t4 .7  5
16 .50
30 .  95
17 .85

183 .  70
1  19 .  10
109 .  80
70 .9s

rotal Tffi

Invoice

c2819

Entry

Broker Terminal System (Cash &
Over the Wire)

LOADING BANK BALANCES ON-LINE*

Entry

Secur i t ies

Total

Total

Invoice

C 2 T 9 2 t tSee Invo ice t t

Conceded by the

Examination of

associated wi th

Audit  Dlvis ion as nontaxable.

invoice shows that the $400.00 entry is actual ly
N/A Loading.
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CITECKS ON LINE*

Invoice

C2L99
c2828
c2829
c2834

Entry

Checks on line
Checks on line
Checks on llne
ttVarious per Invoicert

BOOKKEEPING NOTICES

Invoice Descr ipt ion

Bookkeeping Not ices
( .05 /Cus tomer  T rade )

Invoice Descript ion

N/A Cards  Br .  69
N/A Cards RR. 220

B r . 2 0
N/A Cards RR. 003

B r .  3 7
N/A Cards  Br .  36-48

RR. 28
Tota l

Invoice Descript ion

sp l i r  BMG 05,  BPS 30,
BMG 02

Spl i t  8206, B2l2
S p l i t  8 2 1 4
3 Daily Magneti-c Tapes

Total

Amount

$ 3 .oo
100 .30
8s .30

234.00
Total T-m

Amount
B111ed

$  479 .  s0

Invoice

847 446

N/A CARDS

Invol-ce

847 465
847 462

847 457

847 449

Amount
B111ed

$  120 .00

1  20 .  00

I  20 .  00

200 .  00-w

Amount
Bi l -1ed

$ r80 .00
120 .00
60.  00

Discount
Allowed

l e s s  1 3 2

Less 257"

Discount
Allowed

Less 25%
Iess 257"

SPLITS

Invoice

847 449

847 449
847 437
847 46t

*  Conceded by the Audi t  Div is lon as nontaxable.
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LINE CHARGE

Involce Entry

Line Charge
Monthly Charge for Circuits
t tSee Invoicet t
t tSee Invoicer l
I tSee Involcet t
t tSee Invoicef t
t rsee Invoicer t
t tSee Invoicet t
Line Charge
Line Charge
t tVar ious per  Involcet t
Line Charge

Amount

C2IB4
C2T87
c2L92

$  16 . s l
18 .41

160 .50
600 .  00
225 .00
I  60 .  00
17  . 44

579 . r2
16 .51
16 .  51
49 .53
16 .51

F-f8j6A

c2822
c2828
c2834
c2854

Total
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APPENDIX B

BROKEMGE PROCESSING SERVICE SPECIAL REPORTS

Invoice Service

847 47 2

847 483,
847 462,
847 437 ,

847477 ,
847  426 ,

846478

847 437

847 479 ,
847 460,

847472

847 47 2

847 47 2,

847478 ,
847 448,
846483

847 462,
847456,
846478

847 472,
847 452,

847 457 ,

847 472

847 449

847 483,

847 47 2,

847 478,
847 447 ,
847 426,

847 448,
846478

847472,
847 449

8 4 7 4 7 7 ,
847 439 ,
846478

847 447 ,

847477 ,

B47452

847 471,
847445,

B4746L ,
847 449 ,

84746t ,
847 449 ,

I,47449

8 4 7 4 7 7 ,

F-47 456

847 465,
847437,

F 4 7 4 5 7 ,
847 437 ,

847 459 ,
847 439

Adjusted Balances Interest Report

ASE Transact lon Charge Report

Bank Loan on Margin Actlvity Statement

Becker I  Progran

Bookkeeping Detai l  Tape

CAMS

CBO Processing

CBO Reconci l iat ion

Check  D ig i t  Ros ter  Br .  66

Classi f ied Tr lal  Balance

CNS/DTC Automatic Entr ies

Commission Account Summarv

Cormrnlssion Comparison Report

Commission Sehedule Br.  360

Conrnodit les, Data Base & Bookkeeping
Fai ls Processing

Correspondence Clearance RIO Tape to

Cost Al locat l-on

Amount

1 ,000 .00

837 .00

s50 .  00

275.00

60 .  00

7  , 976 .22

I  ,  000 .  00

r50 .00

350 .00

I , 065 .00

6 ,387  .55

575 .  00

4 ,762 .O8

1 ,050 .00

5 ,625 .00

srAc 750.00

1  , 800 .00

847450
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847478, 847462, 847459, Credit Interest Calculation
847 457 , 847 452, 847 449 ,
847448,  847439,  F47437

847483,  847477,  847476,  Customer Receive and Del iver  Uni ts
847 472, ]f-47 468, 847 466,
847 464, 847 462, B47 461 ,
847 459 , 847 457 , 847 456 ,
847449,  847448,  847439,
846478

847 437

847 456

r ,798 .7  5

7 , t 38 ,37

847472,  847467,  847457,  Dai ly  Secur i t ies Transact l .on L is t lng
847449,  847439,  847438,
847 437

250 .00

300 .  00

L  , 4L2 .50

847483,  847478,  847472,  D iv idend Tr ia l  Ba lance 1 ,802.50
847 457 , 847 456, F47 449 ,
847448,  847437,  846478

B47484,  F47483,  847472,  DTC Pos i t ion  vs .  S tock  Record  Reconc l l ia t ion  4 ,995.00
847460,  847 457,  847452,
847449,  847448,  847 442,
847439,  847437,  847426,
846478

846478 El inninate Expired Options 75.00

847483,  847472,  847468,  Fa l l s  2 '080.00
847461,  B '47457,  847 452,
847 447 , 847 439 , 847 438

847468,  847448,  847447,  Fa i l -s  vs .  S tock  Record  Match  840.00
847 439 , 847 437 , 847 426

847485, 847478, 847472' Federal  Reserve Report  625.00
847458,  847 449,  847439,
847437

8 4 7 4 8 3 ,  8 4 7 4 7 2 ,  8 4 7 4 5 9 ,  1 5 c 3 - 3  R e p o r t s  2 ' 2 7 5 . 0 0
847449,  847442,  847437,
846478

847467, 847456 Flrm Inventory Trading Analysis 525.00

847483,  84746L,  847449,  F loor  Brokerage Payab le  4 '913.07
846478

847484,  847483,  847472,  Genera l  Ledger  Sys tem 1 ,460.00
847 459, 847 457

Daily Corrmission Summary Report

Dai ly List  of  Unpriced Securi t les



847462,  B-47482,  B47 479,
847 472, 847 47I, 847 46I,
847 457,  847456,  847452,
847 450 , 847 448, F47 446 ,
847 439,  847426,  847492,
847 45I ,  B47 444,  F47 443,
846482,  80000493,
80000490,  80000458

_B3_

Generate A/C l l t  s

GNMA Processing

I . D .  T r a d e s

Income Checks

Interest Calculat ion (Debit)

Inventory Average Cost Report

Keypunch Assistance

Large Posit lon Report

Loadlng SIAC Contract Sheets

Loan Avai labi l i ty Report

Margin Opt ion Survei l lance Report

Month End Prof i t  & Loss Account ing

Monthly Conmrission Summary

Monthly  State Tax Report

847479 ,847462 ,

847456, 847438

847478 ,  847477 ,
847468,  847464,
847460 ,847459 ,
847449 ,847448 ,
847 437

847484 ,847472 ,
847448 ,847439 ,
846478

847449,  847447 ,

847 448

847 439

847 448

8474 .84 ,847483 ,
847447 ,  847472 ,
847462,  84746r ,
847457,  847452,
847448 ,  B47447 ,
847439,  847437,

847484 ,847472 ,
847457 ,  847446 ,

846478

847468 ,846478

847483 ,847472 ,
84746L ,847449 ,
847439, 847437 ,

847 483

847 437

847 472,
B47462 ,
847 458,
B47445 ,

847 449 ,
847437 ,

B47426

8 4 7 4 7 9 ,
847 468,
B,47459,
847 449 ,
847446,
846478

847 460,
847 437

B47  462 ,
847447 ,
B47426

243.50

2 ,7  50  . 00

2 ,24 t . 38

1  , 455 .  48

343 .75

537 .  80

9 ,  830 .  32

300 .00

200.  00

4 ,  556  .  00

600.  00

250 .00

450 .  00

2 ,  030 .  00

Monthl-y State Year to Date Commission Report 150 .  00



847 449

847 448,  F47 478,  847 47 2,
847 46I ,  847458,  847 449,
847448,  F47439,  847437,
846478,  80000528,  C2859,
c2851 ,  847487 ,  847474 ,
847 473,  847 444,  847 443,
847440, C2860

847 448

847 482,  847 472,  F47 46t ,
847457,  847456,  847449,
847 448 , 847 439 , 847 437 ,
846478

847 426

847 47 2,  847 462,  847 46I  ,
847 448 , 847 445 , B47 437

847 483, 847 46t, 847 442,
847437,  846478

847 449

847 482,  847 478,  847 477,
847472,  847468,  846478

847 472, 847 46t, 847 460,
847446,  847437,  846478

847 484,  P47 483,  B47482,
847  478 ,  847477 ,  F47  472 ,
847 462, B47 46r , 847 460 ,
847 459 , 847 458 , 847 457 ,
847452,  B47 449,  847448,
847447,  847445,  847442,
847437,  847426,  846480

84746r ,  B47449,  846478

847 47 2, 847 465 , 847 456 ,
847449 ,846478

847458 ,846478

847 478

MSD Books -

N/A Labels

-84-

6 Broker N/A

N/A Loading

N/A Roster

New York & Arnerican Receive & Deliver Units

OCC Dai ly Posit ion Reconci l iat lon

OCC Dai ly  Trade Date Act iv l ty  Reconci l ia t ion

Open Orders

Opt ions,  Bonds,  Warrants,  Expi rat ion Report

Opt ion L in i t  Report

Opt ion Of fset  Entr ies

Option Trade Date Stock Record

P & S Quarterly-Monthl-y

Post Sett lement Date Blotter

Print ing of Margin Act iv i ty Statement for
Interest Calculat ion

t

157.  s0

12 ,036 ,69

80 .00

3 ,485 .00

200. 00

1 ,317 .50

2 ,300 .  o0

2 0 4 . 3 0

s50 .  00

550 .  00

3 ,794 .34

1 ,125 .00

2 , r84 .22

166 .65

150 .00



t L ' I

r a

100 .00

5 ,9 r t . 7  4

847 452

847 485 ,
847 477 ,
847 467 ,
847 457 ,
847447 ,
84648r ,
847 490,
847 470 ,
847 444,
B46482

847 464

847 47 2

847  47  2 ,
847 448

847  472 ,

847 47 2

847 449 ,

847 449

847 449

847 449

847 493

847 493,

847 468,
846478

847 472,
847 437 ,

847 47 2,
847 459 ,
847447 ,

847 449

847  46 r ,
847 442,

847 483,
847472 ,
847 462,
847 452,
847 446,
846478,
847 489 ,
847463,
r .47 443,

847478 ,
847 468,
847 460,
847 449 ,
847437 ,
847 492,
B474BB,
B47451 ,
847 440,

_B5_

Produce Special  DTC AlO 4/20

Proxy Labels

Quarter ly Report  of  Llsted Business

Reload Acc ts .

Reload Confirurs

Reload NCOMM, DSIIMM, MONEY, DLMAS

Reload to TRAC R Stmts.

Reprint BMG05

Reprint BPS 30 Recap

ReprJ-nt Br.  48 Stateurents

Reprint Daily Mgn

Reprint Dail-y S/R

Reprint Divsy! (s ic)

RI-Detai l

RR Moneyline Daily

RR Option Explration Report

Security Information System (Maintenance)

Short  Opt lon Analyt ica l  Report

847450 ,847449 ,

847448,  B47437

847437 ,846481

847 448

847449 ,84648 I ,

500.  00

20 .00

102 .  50

240.00

20 .  00

58 .  75

63 .75

131 .25

75 .00

75 .00

70 .  00

243.75

2 ,  500 .  00

1 ,3  I 2 .00

7s .00

800.  00

847449,
846478

847 465 ,
847 452,
B,47439,

847 442,

841 462,
847 449 ,
847 437

847 460,
846478

847446,



847 462,
847437,

847 449 ,
846478

847 449 ,
846478

B,47 439 ,

847 47 2,
847 446 ,

B.47 462,
847 437 ,

84746r

847 464

847 483,
847 456,
846480

847 449

847 493,
847 482,
847 47 2,
84746r ,
847 456,
847448,
847445,
847437 ,

84746r

847 449

847 484,
847 472,
847457 ,
847 448,
847 437 ,

847 452,

847 47 2,
846478

847437

847 462,
847 449 ,

847457 ,
847 445 ,

847 485 ,
8 4 7 4 7 9 ,
847 465 ,
8 4 7 4 5 9 ,
847 45O,
847 447 ,
847 439 ,
846478

847 483 ,
847  462 ,
847 452,
847447 ,
846478

847449,

847 449 ,

847 483,
847 47 6,
847 462,
847457 ,
847 449,
847 446,
847 438,

847479 ,
847 460 ,
B47 449 ,
847439,

847439

847 426,

& 8 Accounts

I  ,  935 .  50

I , 030 .00

324.00

300 .00

2 ,  535 .00

266.25

4 ,952 .42

250 .  00

75 .00

5 ,046 .00

343.7s

881 .25

300 .  00

Amount

_B6_

SIAC/CNS Conpared Trade Detai l
Reconci l iat ion

SIAC/CNS Poslt ion Reconci l iat ion

Special  Pr ic ing Service

Special ist  Statements

Special lst  Trading System

Spread Trial Balance

S t ree t  S ide  L i s t i ng ;  Range  Reques ts ;
Account  Requests;  Short  Posi t lon L is t ing

Trading, Margin, Transactlon Suunary

Transact ion Charge Report

Transfer Units

CAGE MANAGEMENT SERVICE

Invoice

Under Seg Report Type 1

Weekly Stock Record

Wil l ians Act

c2r84, C2192,
c2lg9,  c2832,
c2860,  C2863,

c2 I97  ,
c2842,
c2869

Cage Management

ServLce

$109 ,610 .00



a  e .  )
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DATA COLLECTION SERVICE

-87-

Invoice

C 2 L 8 4 ,  C 2 I 8 7 ,  C 2 I 9 2 ,  D a t a  C o l l e c t l " o n
c 2 r 9 9 ,  C 2 8 3 4 ,  C 2 B 6 o

DATA TRANSMISSION SERVICE

Invoice

C2184, C2L92, C2834, Data Transmisslon
c 2 8 6 0

Service

Serv ice

t l r t

Amount

$  4 9 , 4 6 3 . 7 9

Amount

$  18 ,  522 .96


