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STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

Apr i l  15,  f983

The Ralph M. Parsons Company
100 l/ .  Walnut St-
Pasadena, CA 97L24

Gentlemen:

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

You have now exhausted your right of review at the administrative level.
Pursuant to sect ion(s) 1138 of the Tax Law, any proceeding in court  to review
an adverse decision by the State Tax Commission can only be instituted under
Art.icle 78 of the Civil Practice Laws and Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 months from the
date  o f  th is  no t ice .

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

NYS Dept. Taxation and Finance
law Bureau - Lit igation Unit
Albany, New York 72227
Phone /l (518) 457-2070

Very truly yours,

STATE TAX COMMISSION

Petit ioner' s Representative
EarI H. Doppelt
Paul, l , leiss, Rifkind, Wharton & Garrison, Esqs.
345 Park Ave.
New York, NY 10022
Taxing Bureaur s Representative



STATE OF NEId YORK

STATE TAX COMMISSION

In the Matter of the Petition
o f

The Ralph M. Parsons Company

for Redeterminat ion of a Def ic iency or a Revision
of a Determination or a Refund of Sales & Use Tax
under Article 28 & 29 of the Tax Law for the
P e r i o d  6 1 1 / 7 2  -  s l 3 1 / 7 5 .

AFFIDAVIT OF MAILING

State of New York
County of Albany

David Parchuck, being duly sworn, deposes and says that he is an employee
of the Department of Taxation and Finance, over 18 years of age, and that on
the 15th day of Apri l ,  1983, he served the within not ice of Decision by
certified mail upon The Ralph M. Parsons Company, the petitioner in the
within proceeding, by enclosing a true copy thereof in a securely sealed
postpaid wrapper addressed as fol lows:

The Ralph M. Parsons Company
100 Id. ldalnut St.
Pasadena, CA 91124

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

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

Sworn to before me this
15 th  day  o f  Apr i l ,  1983.

OATHS PURSUANT TO
sE, j r rO i l  I 74

TAX IJAW
AUTHORIZED TO



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petition
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The Ralph M. Parsons Company

for Redeterminat ion of a Def ic iency or a Revision
of a Determination or a Refund of Sales & Use Tax
under Article 28 & 29 of the Tax Law for the
P e r i o d  6 / 1 / 7 2  -  5 / 3 1 / 7 5 .

AFFIDAVIT OF MAITING

State of New York
County of Albany

David Parchuck, being duly sworn, deposes and says that. he is an employee
of the Department of Taxation and Finance, over 18 years of age, and that on
the 15th day of Apri l ,  1983, he served the within not ice of Decision by
cert i f ied mai l  upon Earl  H. Doppelt  the representat ive of the pet i t ioner in the
within proceeding, by enclosing a true copy thereof in a securely sealed
postpaid rdrapper addressed as fol lows:

EarI  H. Doppelt
Pau l ,  Weiss ,  R i fk ind ,  Whar ton  & Gar r ison ,  Esqs .
345 Park Ave.
New York, NY 10022

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post of f ice or off ic ial  depository) under the exi lusive care and cui lody of
the united states Postal  service within the state of New york.

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

Sworn to before me this
15 th  day  o f  Apr i l ,  1983.

UTTIORIZED TO ISTER
OATHS PURSUAT\T TO
SECTION 174

TAX IJAW



STAIE OF }IEW YORK

STATE TAX COI{I{ISSIO}I

In the llatter of the Petition

o f

TI{E RALPH I{. PARSONS COMANY

for Revision of a Determination or for Refund
of Sales and Use Taxes under Articles 28 and 29
of the Tax Law for the Period June 1, lg72
through Uay 31, 1975.

Uhether petitioner

accept.ing a Certif icate

Petitioner, The Ralph M. Parsons Company, 100 West hlalnut Street, Pasadena,

California 91L24, filed a petition for revision of a determination or for

refund of sales and use taxes under Articles 28 and 29 of the Tax Law for the

period June 1, 1972 through May 31, 1975 (Fi le No. 10404).

A formal hearing was held before Robert F. Hulligan, Hearing 0fficer, at

the offices of the State Tax Comission, Tr+o World Trade Center, New York, New

York, on August 23, 1978 at 9:15 A.l{.  Petit ioner appeared by paul, weiss,

Rifkind, l{harton & Garrison, Esqs. (Earl H. Doppelt, Esq., of coutrsel). The

Audit Division appeared by Peter Crotty, Esq. (Sanuel Freund, Esq., of counsel).

ISSUI

DECISION

was relieved of liability for sales and use tax by

of Capital Improvement.

FII'IDII{CS 0F FACT

1' 0n November 5, 1975, the Audit Division issued a ilotice of Deternination

and Demand for Payment of Sales and Use Taxes Due against petitioner, The

Ralph M. Parsons Conpany, for the period June 1, 1972 through llay 31, 1975 in

the amount  of  $395,219.15,  p lus penal ty  and in terest  o f  $132,751.78,  for  a



4.-

total due of $527 1970.93. Petitioner executed a consent extending the tine

within which to issue an assessment for the period June l, 1972 through August 31,

1972 to December 20, 1975.

2. The Notice was issued on the basis of taxable sales disclosed on a

field audit of petitionerrs records. The sales were related to three sub-contracts

on a construction project in New York State, trhich contracts the auditor found

were related to the sale and/ot installation of tangible personal property.

3. Petitioner is an engineering and construction firm based in pasadena,

california, and engaged in projects worrdwide. During the audit period,

petitioner had only one construction project in ilew York State, a liquified

natural gas ([N0) facility on Sraten Island.

4. Petitioner entered into contracts with Distrigas of New York Corp.

(Distrigas) to design and construct the IJ,IG facility. Distrigas gave petitioner

a certificate of capital improvement in connection with the project, which was

accepted by petitioner in good faith.

5. The facility was designed to operate in the following nanner: Ll{G

would arrive by ship at a wharf on the waterfront of the forty acre facility.

The LNG, flowing up under pressure of the shiprs punps, would be unloaded

through the three narine loading arns on the wharf and flow through a thirty

inch diameter pipeline aboul 2,AA0 feet to the facilityrs two large srorage

tanks. Each tank is 240 feet in diameter and 120 feet high and has concrete

walls ten feet thick. The ING was to be maintained in its liquid state in the

tanks at -2600 Fahrenheit and at substandard atmospheric pressure of 2! pounds

per square inch. In its liquid state the gas occupies only l/600th of its

4ormal volume. The r,NG was to be pumped out of the tanks, as needed, to the

facilityrs vaporizing units, which would heat and vaporize the gas sufficieatly
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to reconvert it to the gaseous phase and also heat the gas to the 80o Fahrenheit

temperature required for access to the pipelines of the public utilities,

Brooklyn Union Gas and Public Service of New Jersey. The facility was also

designed to transship ING out to other facilities through a barge which Distrigas

designed and buil t .

6. The two large tanks were built by l{alsh Construction (t{alsh). llalsh

also installed everything on the tanks and the pipes outside the tanks to a

point twenty feet from the tanks. The work performed by l{alsh was deened to be

real property and no tax on the walsh sub-contract is at issue here.

7. Gates Construction Co. (Gates) buil t  the f ire boat docking faci l i ty.

This was also considered to be real property and no tax on the Gates sub-contract

is at issue here.

8. Ronel Systems, Inc. (Ronel) installed the piping fron the wharf to the

tanks and from the tanks to the booster prrmrS, all the above grouad piping. It

also installed equipment that petitioner furnished as engineering designer. It

purchased the steel work consisting of the pipe bridges between the tanks and

the pipe bridges on the wharf and the pipe bridge carrying the Public Service

of New Jersey gas line. Ronel purchased the pipe bridges and other structural

steel work from a shop. It was assembled in the shop and shipped to the job

site where Ronel installed it and made the necessary connections. Ronel did

all the instrumentation work. Petitioaer, as the engineering designer, furuished

all the instrunents including the complete pipe. Ronel installed the panel,

made the piping connections between it and the field and installed the ptreunatic

field instruments. Petitioner furnished the stainless steel valves, pipe,

fittings (bolts and gaskets excluded), flanges and expansion joints. All other

required piping mdterials including carbon steel piping and stainless steel
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bolts and gaskets were furnished by Ronel. The sub-contract rdith Ronel provided

that title to fabricated pipe, pipe spools and clamp-on pipe supports (fabricated

units) was to pass to petitioner upon palmrent of Ronelfs invoice which was to

include the cost of fabrication of the fabricated units where stainless steel

material was furnished by petitioner and the cost of materials and fabrication

where Ronel furnished the materials. Ronel also installed the narine loading

arms and six booster punps.

The amended total amount of the Ronel sub-contract was $41667 1705.94.

The contract did not provide a breakdown between material and labor, therefore

the entire amouot was found to be taxable at 7 percent.

9. A C and S, Inc., f ,os Angeles, Cali fornia, rdas a sub-contractor which

provided irrsulation of equipment and piping. The sub-contract price (per

amendnent number 4 to the contract) was $461,031.09, $281,031.00 of which was

for labor and $1801000.09 of vhich was for naterials. The material charges

were found to be taxable at tbe 3 percent New York City rate and labor charges

were found to be taxable at the combined 7 percent State and City rate (note:

There were three additional amendnents which reflected, inler aLia, $12r000.00

reduct ion in  labor ,  $9,L97.40 addi t ional  labor ,  $1,451.16 addi t ionaL mater ia l ,

$12 '716.96trsa les tax for  a l l  mater ia ls  used ' f ,  for  a  f ina l  to ta l  o t  $4721396.61) .

10. Lorson Electr ical Construction Corporation, New York, New York, was a

sub-contractor engaged to construct and/or install electrical facilities. The

original "sub-contract pricett was $964,948.00. The contract provided a breakdown

between naterial and labor and also a breakdown between various stages of work

so that a distinction could be made between real and personal property. The

auditor computed the tax in the same manner as in the A C and S, fnc. sub-contract
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(there were 11 anendments to the sub-contract and the amended total of the

sub-contract  was 92r329r101.80) .

11. The auditor calculated that the tax due on the A C and S, Inc., torson

Electrical Construction Corporatioa and Ronel Systerns, Inc. sub-contracts was

$397 ,031 .31 ,  l ess  c red i t  o f  91 ,812 .16 ,  f o r  a  ne t  o f  9395 ,219 . f5 .

12. The audit was conducted at petitionerts headquarters in California.

The auditor never visited the job site on Staten Island.

coNctusloNs 0F tAtlt

A. That since petitioner, The Ralph lI. parsons coupany, accepted a

Certificate of Capital fnprovement from its customer, i.n good faith, it was not

required to collect sales tax fron said custoner (Saf-Tee Plunbin8 Corpora,tion

v.  Tu1ly ,  77 A.D.zd 1[3rd Dept .  1980]) .  Accord ingly ,  i t  is  unnecessary to

determine whether the installatiou of numerous items at issue constituted

additions or capital inprovements to real property or remained tangible personal

property.

B. That the petition of The

Notice of Deternination and Denand

cancelled.

DATED: Albany, New York

APR 1 5 1983

Ralph M. Parsons Company is granted

for Paynent of Sales and Use Taxes

and the

Ilue is

STA1T TAX COI,II{ISSION

WNa'{^
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