
STATE OF NEI.I YORK

STATE TAX COMMISSION

In the Matter of the Petitl-on
of

Cayuga Developments, Inc.

for Redetermlnation of Exempt Organlzation
Status under Articles 28 and 29 of the Tax Law.

AFFIDAVIT OF MAILING

State of New York :
s s .  :

County of AJ-bany :

David Parchuck/Janet M. Snay, belng dul-y sworn, deposes and says that
he/she is an employee of the State Tax Commlsslon, that he/she is over 18 yearg
of age, and that on the 13th day of February, L987, he/she served the wlthln
not ice of Decision by cert i f led mai l  upon Cayuga Developments, Inc. the
petitioner in the wlthln proceedlng, by encl-oslng a true eopy thereof ln a
securely sealed postpaid wrapper addressed as fol lorrs:

Cayuga DeveJ-opments, Inc.
50  C lark  S t .
Auburn, NY 13021

and by depositing same enclosed in a postpaid properly addressed wrapper Ln a
post off ice under the excluslve care and custody of the UnLted Statee Postal
Service within the State of New York.

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

Sworn to
13th day

before me this
of _February, L987.

pursuant to Tax Law sect ion 174



STATE OF NEIT YORK

STATE TAX COMMISSION

In the Matter of the Pet l t lon
o f

Homsite Holding Co.,  Inc.

for Redeternination of Exempt Organization
Status under Articles 28 and 29 of the Tax Law.

AFFIDAVIT OF MAILING

State of New York :
s s .  3

County of Albany :

David Parchuck/Janet M. Snay, belng duly sworn, deposes and says that
he/she is an employee of the State Tax Cornmlssion, that he/she ls over 18 yeara
of age, and that on the 13th day of February, L987, he/she served the withln
not ice of Decision by cert i f ied mai l  upon Homsite Holdlng Co.,  Inc. the
petltioner in the wlthLn proceedlng, by encl-osing a true copy thereof ln a
securely sealed postpaid rilrapper addressed as fol-l-ows:

Homslte Holdlng Co.,  Inc.
50  C lark  S t .
Auburn, NY 1302f

and by depositing same enclosed Ln a postpaid properly addressed wrapper Ln a
post off lce under the exclusive care and custody of the Unlted States Postal
Servlce wlthLn the State of New York.

That deponent further says that the said addressee ls the petitloner
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
13th day

o a
Tax

nister 
-oat

sec t lon  174



STATE OF NEI,I YORK

STATE TAX COMMISSION

In the Matter of the Pet l t lon
o f

Homsite Holding Co.,  Inc.

for Redetermination of Exempt Organization
Status under Artlcl-es 28 and 29 of the Tax Law.

AFFIDAVIT OF }TAILING

State of New York :
s s .  :

County of Albany :

David Parchuck/Janet M. Snay, being duly sworn, deposes and says that
he/she ls an employee of the State Tax CommLssion, that he/she is over 18 years
of age, and that on the 13th day of February, L987, he served the ni thin not ice
of Decislon by certLf ied mai l  upon Alaine T. Espenschied, the representat lve of
the petltioner in the withln proceeding, by enclosing a true copy thereof Ln a
securely sealed postpaid nrapper addressed as fol lows:

Al-aine T. Espenschled
Cohen & Cannon, Esqs.
1 1 4  S e n e c a  S t . ,  P . 0 .  B o x  7 4 9
Geneva, NY L4456

and by depositing same enclosed in a postpaLd properly addressed wrapper ln a
post off ice under the exclusive care and custody of the United States Postal
Servlce withln the State of New York.

That deponent further says that the said addressee is the representatlve
of the petitioner hereln and that the address set forth on sald wrapper ls the
l-ast known address of the representatlve of the petitioner.

Sworn to before me this
ruary, I

nister oaths
sec t lon  174



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet l t ion
o f

Caytga Developments, Inc.

for Redetermlnation of Exempt Organization
Status under Artlcles 28 and 29 ot the Tax Law.

AFFIDAVIT OF MAILING

State of New York :
s s . :

County of Albany :

Davld Parchuck/Janet M. Snay, being duly sworn, deposes and says that
he/she is an employee of the State Tax Cornmission, that he/she is over 18 years
of age, and that on the 13th day of February, L987, he served the wlthln not lce
of Decision by cert i f ied nai l  upon Al-aine T. Espenschied, the representat lve of
the petitioner in the wlthln proceeding, by enclosing a true copy thereof Ln a
securely sealed postpaid wrapper addressed as fol lows:

Alaine T. Espenschied
Cohen & Cannon, Esgs.
1 1 4  S e n e c a  S t . ,  P . O .  B o x  7 4 9
Geneva, NY 14456

and by depositing same enclosed in a postpald properly addressed wrapper in a
post off ice under the excl-usive 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 representatLve
of the petitioner herein and that the address set forth on said lrrapper ls the
Last known address of the representat lve of the pet i t ioner.

before me this
ofrFebruary, _1

mlnister oCt
Law sect ion I74



S T A T E  O F  N E W  Y C R K
S T A T E  T A X  C O M Y I S S I O N

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

February 13,  1987

I lomslte Holding Co. ,  Inc.
60  C lark  S t .
Auburn, NY 13021

Gentlemen:

Please t,ake notlce of the Declslon of the State Tax Coumlssion enclosed
herewlth.

You have now exhausted your right of review at the adminietratlve level.
Pursuant to section(s) 1138 of the Tax Law, a proceedlng in court t,o revLew aa
adverse declsion by the State Tax Coromlsslon nay be instltuted only under
Artlcle 78 of the Civil Practlce Law and Rules, and must be comenced ln the
Supreme Court of the State of New York, Albany Countyr withln 4 months from the
date  o f  th ls  no t ice .

Inquiries concerning the computation of tax due or refund alLowed ln accordance
with thls declsion may be addressed to:

NYS Dept. Taxatlon and Finance
Audit Evaluatlon Bureau
Assessment Revlew Unlt
Bul lding #9, State Campus
Albany, New York L2227
Phone # (518) 457-2086

Very truly yours,

STATE TAx COMMISSION

cc: Taxing Bureaurs Representat ive

Peti t ioner I  s Representat lve :
Alalne T. Espenschied
Cohen & Cannon, Esqs.
l l 4  S e n e c a  S t . ,  P . 0 .  B o x  7 4 9
Geneva, NY 14456



S T A T E  O F  N E I ^ I  Y O R K
S T A T E  T A X  C O U U I S S I O N

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

February 13, L987

Cayuga Developments, Inc.
60  C lark  S t .
Auburn, NY L302L

Gentlemen:

Please take notlce of the Declsion of the State Tax Commlsslon enclosed
herewlth.

You have now exhausted your rlght of review at the adninistrative level.
Pursuant to sect lon(s) 1138 of the Tax Law, a proceeding ln court  to revlen an
adverse declsion by the State Tax Commisslon may be inst i tuted only under
Arttcle 78 of the Clvll Practlee Law and Rules, and must be commenced ln the
Supreme Court of the State of New York, Albany Count/r within 4 uonths fron the
date  o f  th ls  no t tce .

Inquirles concerning the conputatlon of tax due or refund alLowed in accordance
with this decision nay be addressed to:

NYS Dept. Taxatlon and Finance
Audit Evaluatlon Bureau
Assessment Revlew UnLt
Buildlng /19, State Campus
Albany, New York 12227
Phone # (518) 457-2086

Very truly yours,

STATE TAX COMMISSION

Taxing Bureaurs Representat lve

Petl t ioner r  s Representat ive :
Alaine T. Espenschied
Cohen & Cannon, Esqs.
1 1 4  S e n e c a  S t . ,  P . O .  B o x  7 4 9
Geneva, NY 14456



STATE OF NEW YORK

STATE TAX CO}OIISSION

In the Matter of the Pet i t ion

o f

IIOMSITE IIOLDINC CO., INC.

for Redeterminatlon of Exempt Organizatlon
Status under Articl-es 28 and 29 of the Tax Law.

DECISION
In the Mat,ter of the Petltion

o f

CAYUGA DEVELOPMENTS, INC.

for Redetermlnation of Exempt OrganizatTon
Status under Artlcles 28 and 29 of the Tax Law.

Pet i t ioner,  I lomsite l lo ldlng Co.,  Inc.,  60 Clark Street,  Auburn, New lork

13021, filed a petition for redetermLnatlon of exempt otganLzatLon status under

Art lc les 28 and 29 of the Tax Law (Fi le No. 64575).

Pet l t ioner,  Cayuga Developnents, Inc.,  60 Clark Street,  Auburn, New York

13021, filed a petitlon for redetermlnatlon of exempt otganLzation status under

Art lc les 28 and 29 of,  the Tax Law (Fi le No. 657L5).

A consolidated hearing was held before Tlmothy J. Alston, Ilearlng Officer,

at the off ices of the State Tax Cornmission, 333 East l {ashLngton Street,  Syracuse,

New York'  on July 11, 1986 at 9:00 A.M. Pet i t ioners appeared by Cohen & Cannon,

Esqs. (Alaine T. Espenscheid, Esq.,  of  counseL).  The Audlt  Dlvls lon appeared

by John P. Dugan, Esq. (Janes Del la Porta, Esg.,  of  counsel) .
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ISSUE

lJtrether the Audlt Dlvlslon properly dented

Holdlng Qe., Iac. and Cayuga Developnentgr Inc.,

uader sectlon 1f16(a)(4) of the Tax Law.

the appllcatlons of Homslte

for exempt organlzatlon status

FINDINGS OF FACT

1. By appltcat lons dated l{ay 22, 1985 and JuLy 9, 1985, respect lvely,  the

petltlonerg, Homslte Holdlng Co., Inc. and Cayuga Developmentg, Inc.' each

subnltted to the Audlt DlvisLon an Appllcation for An Exenpt Organizatlon

Certlflcate seeking exemptlon from sales and use taxes under section 1116(a)(4)

of the Tax Law. In thetr respective appLtcations, each peticloner sought

exeoptl.on under the relevant statute ae a charltable organizatlon.

2. By letter dated August 1, 1985, the Audlt Dlvisloa lnforned petltloaer

Homsite Holding Co., Ioc. that Lt had fatled to qual-tfy for exeoptloo frou

saLes and use taxes. By letter dated October 15, 1985 the Audlt Dlvieloa

lnforued petLtl.oner Cayuga Developments, Iac. that lt also had falled to

quallfy for exemptlon. Based upon an analysls of the lnfornatlon aod docunen-

tatlon subnltted by each petltioner ln support of lts appltcatton, the Audlt

Dlvlston concluded that neither petttioner was organtzEd or operated exclustvely

for charltabLe purposes and therefore denled each petltlonerrs appllcatioa.

3. Petitl.oners are related not-for-proflt corporatlone with ldentical

boards of dLrectors and offlcers. The tlro are elnllarly reLated to a thlrd

corporatlon, Homslte Developnent Corporatlon. Together, the three corPoratlons

operate on a dally basls, for all practical purposaor as a etogle, tntegrated

organlzatlon. Honsite DeveLopnent Corporatlon hae been granted exempt organlza-

t ion status pursuant to sect lon 11I6(a)(4) of the Tax Law.
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4. Petltloner Homslte lloldlng f,6., Inc. rrse lncorporated as a New York

not-for-profit corporatloo on March 29, L984. Its Certiflcate of Incorporatlon

expressly empowers the corporatlon as follolrs:

"Purguant to the powers granted CorporatLons under the
laws of the State of New York, the Corporatlon shall have the
excluslve purpose of holdlng tltle to propErty' coLlectlog
lncome therefronr aod turnlng over the entlre auount thereof'
less expeoses, to an organtzation whtch ttgelf ts exenpt
under Sectlon 501 of the Internal Revenue Coder and pursuant
to such purpose the Corporatton shall have the power and
authorl ty to:

(a) Taker accept, hold and acqulre by bequest, devlse,
glft, purchase, toao or lease any property, realr p€rsonal or
mlxed' whether tangible or intanglble, lrlthout ll.nltatLon ae
to klndr 8tnount or value.

(b) Sell, coov€|r leaser ot make loang, gtlr,a" o"
pledges of any such property, or aay lnterest thereln or
proceeds therefron, and to inveet and reLnvest the prlnclpal
thereof aod recetpte therefrom, lf any.

(c) Borrow money upon and pledge or mortgage any such
property for any purpose for whlch Lt ts organlzed' and to
tssue notes, bonds or other forms of lndebtedness to secure
any of lts obllgations.

(d) Hold, lmprove by constructton or otherwLse, develoP'
clearr prepare and dlspose of real property.

(e) Carry oo any of the aforesald actl"vl"tLes or purPosea
elther dlrectly, or as agent for or wlth other persoos,
assocl.atlons or corporations.

(f) Catty on any actlvlty and to deal wlth and expend
aay such property or income therefron for any of the aforesaid
purposes wl.thout LinitatLon, except euch llnltattons' lf aoy'
as may be cootalned Ln the instrument under which such
property l"s received, the Certlflcate of Incorporatlon' the
By-Laws of the corpotatLoor or any other llnl"tatloas a{t are
prescrtbed by Law, provlded Ehat no such actlvlty shalL be
such es is not pernltted by a corporatlon exenpt fron Federal
Income Tax under sectton 501(c) (2) of, the Internal Revenue
Code of L954, as auended, or aoy correspondLng future provlsloo
of sald Code."

5. Homslte Holdlngfs Certlftcate of locorporation provtdes the foLlowlng

wlth respect to the corporat lonts dLssolut lonr
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"Upon the dlsgolutloa or other termlnatlon of the
corporatlon, no part of the property of the corporatlon or
any of the proceeds shall be distributad to or inure to the
benefLt of any of the members of the corporatloo, but all
such property and proceeds, subJect to the dtscharge of vall.d
obllgatlons of the corporatton, and to the appllcable provislons
of the Not-for-Proflt Corporatlon Law, shall be distrlbuted
as dlrected by the nenbers of the corporations anong one or
more corporations, truats, coununlty chests, funds or founda-
tLons organlzed and operated excluelvely for relLgLous'
charltabLe, scl.entlflc, llterary or educatlonal purposeg, no
part of the net earnlngs of whlch Lnure to the beneflt of any
prlvate sharehoLder, mEmber or lndlvtdualr 8rd ao substantlal
part of whose actl.vltles conslst of earryLng on propaganda or
otherwise attemptlng to lnfluence Leglslaclon or which does
not partlcLpate or lntervene 1n any poll.tlcial campatgo on
behal-f of any candldate or publlc offtce, or to other entitles
of the type whlch quallfy for FederaL lncone Tax Exenptlon
under Sectloa 501(c)(3) of the InteraaL Revenue Code of 1954,
ag aaeoded.tt

6. Since lts inceptLon, Honstte Holdlngts sole actlvlty has beeo ae

holder of tltle to property, located at 60 Clark Street, Auburn, New York,

houstng the offLces of the three rel-ated corporatlons and a nlne-unit shared-

llvlng faclllty for women. The women occupylng thLs faclllty are low-lncome

lndlviduals paylng to Honslte Hol-dtng thelr welfare shelter allowancee ag

rental pa)roents. llousite lloldlng does not collect rent from lts slster corPora-

tlons for thelr offtce space. Hornslte Holdlng has not engaged ln any other

activlty elnce lts lnception.

7. Houstte tlolding Co., Inc., le exempt fron Federal tncome tax under the

provl"sLons of Sectlon 501(c)(2) of the Internal Revenue Code.

8. PetLttoner Cayuga Devel-opnente r Inc. , lras l.ncorporatEd as a New York

not-for-profLt corporatl.on on January 26, 1984. Its Certiflcate of Incorpora-

tion provldes the following as this corporationts purposee:

'fA. To promote the conrnon good and general welfare by
brlnging about clvlc betterments and soclal lmprovements,
lmprovl.ng housing stock, promottng nelghborhood redevelopment'



-5 -

lncludlag busl.ness locatlon aod stLnulatlng economtc developnent
and buslness recovery nithln the area to be served by the
corporatlon.

B. To p1an, coostruct, operate, ual.ntaln, Lmprove,
preserve, repalr and upgrade houslng and relatl.ng [slc]
facllltlee and servlces for peraons of low or moderate
lncome.

C. To engage in houslng preservation and comrmrnity
reoewal- actl.vlttes pursuant to Artl"cle XVII of the New York
Prlvate tlouslng Flnance Law or pursuant to any other slntLar
legLslatlon or reguLatlon.

D. To nanage, for a fee, housing unlts constructed,
renovated or rehablLttated pursuant to the corporatl.onrs
purPoaeS.

E. To serve ae an ellglbl-e sponsor under the Rental
Asslstance Program for Rurat Areas pursuant to Artlcle XVII-A
of the New York Private Housing Fl"nance Law or pursuaot to
aay other slnilar legleLatloo or regulatlon.

F. To secure and dlssenlnate lnfornatlon to the publlc
regardlng the needs for clvlc betterments, soclal lmprovemeota,
l.uproved houslng etock, nelghborhood redevelopment' busloess
economlc development and buslness recovery wlthin the area to
be eerved by the corporatlon.

G. To plan, carry out aod support shared houslng
programs and actlvitles and slnLlar programs and actlvitLes
for the purpose of allevlatlng houslng problens and needs of
elderly persons and of persons of lower [slc] moderate
lncome. tt

9. Addltlonally, the Certlflcate of Incorporatlon speclflcally

the followtng powers to be exerctsed by Cayuga Development:

"A. To acquire by gtft or purchase, holdr e€lle coov€1rr
aseign, mortgage or lease any property, real or personal,
necessary or lncLdental to the furtherance of any or all of
the objects of lts buslness; and to invegt aad relovest any
prlnclpal and to deal wlth and expand the Lneome aod prlnclpal
of the corporatlon in such maoner as Ln the Judgpeot of the
members and dlrectors nLll best promote Lts obJectlves.

B. To borrow money and lsgue evldence of lndebtedneee
tn furtherance of any or al-l of the obJeets of lts buslness;
and to secure loans by nortgager deed of trugtr pledge or
other Llen.

eoumerateE
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C. To apply forr obtalo aad contract wlth any Federal'
State or local government agency for a dlrect loao or loans
or other flnanclal aid ln the forn of mortgage lneurance or
otherwtse 1o furtherance of any or all of the obJects of lts
bueiness.

D. To seek, acqulre and admlnlster funds fron any
prlvate or publ-lc sourcer to engage Ln any kind of actlvlty'
and to enter lnto, perform, aod carry out contracts of any
kind' necessary or in connectlon wlth, or lncidengal to the
acconpllshrnent of any one or uore of the non-proflt purposes
of the corporation.

E. To eocourage and cooperate wich munlclpalltles and
local governments of every klnd aod nature, connunity groups
and agencles, other non-proflt corporattons includlng rellgious
corporatlons engaged or lnterested ln securlng houslng aod
related faclllties and servlces for persons of low or moderate
income.

F. To eacourage and cooperate lrtth lndLvlduals, groups'
corporatLons, or other entitles engaged ln or lnterested Ln
providLng houslng and reLated facllltles and servlces for
persons of low or moderate lncoue.

G. To enter loto jolnt ventureg wlth such lndivldual-s'
groupsr corporatLoos, munlctpalltLes and other agencles for
the purpoee of provlding houstng and reLated facllltles and
services for persons of low or moderate lncome.

H. To sollclt and receLve grants, bequests and contrlbu-
tlons for the corporate purposes of the corporation.

I. To do any other act or thing lncldental to or
connected wlth the cof,porate purposres of the corporatlon or
tn advancement thereof, but not for the pecunlary of [etc]
flnanclaL galn of lts members, dlrectors or offlcers.

J. In pursuance of and not ln llultatlons of the
general powers conferred by law, and the obJects aod purposes
hereln set forth, iE is expressly provided that thls corpora-
tlon shall also have the poner to do all such acts as are
necessary or convenlent to attaln the objects and purposes
hereLn set forthr to the same exteat and as fully es any
oatural person couLd or mtght do, and aa are not forbldden by
law or by thls CertlfLcate of Incorporatton or by the by-lawe
of thls corporatlon.tt

10. Cayuga Developementgr Certiflcate of Incorporatlon provldes the

followtng wlth respect to the corporationrs dLssolution:

frln the event of dissolutLon, a1t of the reoaLnlng
assets ln the property of the corporatton shall, after
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oecessary expenses thereof, be dlstrLbuted to such orgalnlza-
Etons as shal l  qual l fy under Sectton 501(c)(3) or Secttoo
501(c)(4) of che Interanl REvenue Code of 1954, ag amended,
subJect to an order of the Justlce of the Supreme Court of
the State of New York."

11. Cayuga Developments' Icc., 1g a Rural Preeervatlon Conpaay and as euch

admlnlsters housing prograns funded through grants, from both State and Federal

housing programs. The et-lglbtllty of lndlvlduale for the respectlve prograng

ls' of course' determlned by the specLflcs of each progran. Included among the

housLng programs adulnlstered by Cayuga Developnents are over 200 uoLts of

"Section 8" existing houelnB (referrlng to Sectlon 8 of the Houslng Act of

1949) and over 100 unlte of Sectlon 8 moderate rehabllltatlon housing. Both of

these programs are federally funded and are deslgned to ald low and oodErate

tncome faullles. Cayuga Devel-opmente has also beEn lnvoLved ln the deveLopuent

of approxlnateLy 80 housLng unlts for eLderly persons. Eltglblltty to reslde

ln these unlts is deterntned by Farmers Hone Adninlstration guldeLines. Nearly

aLL of the elderly resldents recelve State rental- asststance. Cayuga Develop-

ments ls not involved ln the management of the elderly persons projects.

L2. Cayuga Developments also provldes houslng-related couneelllog eervlcea

to low and noderate Lncone fanllles, lncludlng the packaglng of Faruer'g llome

Mnloistratlon loan and graot appllcatlons at no coet for el-lgtblE low and

moderate Lncome appllcants. Cayuga Developments is also a EUD-certlfled

eounselling agencyr provldlog budget, credtt, and prelurchase counaelllng aa

well as mortgage defauLt counee1Llng. Cayuga also operatee e Shared Houslag

Progra.u whlch attenpts to match older persons llvlng aLone with other elderly

persons who need homes. Addltlonally, Cayuga operates a Securlty Deposlt Loan

Fuod whlch provLdes loans at no interest to persoos of 1o!r lncome. Cayuga aleo

subcontracts wlth the Cayuga County Offlce for the Aglng provldlng flve Job
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posltLons on 1ts staff to low lncome elderly persons. Cayuga ls aleo the

reclptent of a State grant to rehablLltate homes for lower and moderate locoo€

perfrons and to butld new unlte to be soLd to low and moderate lncome faoillee

ellglble under the program.

13. Cayuga DeveJ.opments, Inc. ls exempt from federal lncome tax under the

provlslone of sectlon 501(c)(a) of the Ioternal Revenue Code.

CONCLUSIONS OF LAW

A. That, Tax Law S 1116(a)(4) provldeg an exemption fron the ealee aad

compensatlng uee taxes lnposed under Arttcle 28 to "[a]ny corporatlon, aseocis-

tlon, trust, or corutrunlty chestr fund or foundatlon orgaalzed and operated

excluglvel-y for reLlglous, charttable, ecientlftcr testlag for publlc safety,

llterary or educatlonal purposesr or to foster natLonal or lnternatlonal

aaateur sports competltlonrr. In ascertal.nlng whether an organlzatloo ls

organl.zed excl-ustvely for one or more of the enumerated exGnpt purposes, the

focus ls oa the provlslone of the organizlng docuoents. The docrrnents muat

llnlt the purposes of Ehe organlzation to one or more exempt purpoees aod

cannot expressl-y empowet the organlzatLon to paf,tlclpate, other thao ae an

lnsubstantlal part of lts actlvltles, ln actLvitles which afe not ln furtherance

of one or more exempt purposes (20 NYCRR 529.7[c] [1t t1]) .  0n the other hand,

ln determinlng whether the organlzatloa is operated exclusively for one or nore

exempt purposesr the focus ls on the organtzatlontg actlvltles. Nearly all of

lts actlvltl"es uust acconpllsh one or more exempt purposes; or stated la a

dlfferent !ray, an organizatlon w111 not be regarded aB exempt lf nore thaa aa

Lnsubstantlal part of tts actlvltlee ls not Ln furtherance of an exampt purpoee

( 2 0  N Y C R R  5 2 9 . 7 t d 1  t 2 l  ) .
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B. Thar 20 NYCRR 529.7 (e)(1)(tt) deftnes the tern "charltable'f  for

purposes of section 1116(a)(A) of the Tax Law as fol lows:

'rThe term charltable LncLudes: rellef of the pootr dlstressed'
or underprlvlleged; advaocenent of rellglon; advaacement of educatloa
or sclence; erectlon or malntenance of publlc bulldlnge, monumeota,
or works; leseenlng the burdens of government; aod pronotlon of
soclal wel-fare by organlzatlons deslgned to accompltsh any of the
above purposesr or to lessen nelghborhood tenslons; to ellmtnate
preJudlce and discrl.nLnatl"on; to defeod huuan and clvLl rtghts
secured by Law; or to conbat communl.ty deterloratLon and Juvenlle
dellnquency. The fact that an organlzatlon whlch Ls organlzed and
operated for the reLief of lndlgent pef,sons uay recelve voluntary
contributions from the persons intended to be reltaved w111 not
necessarlly preveot such organization from belng exempt as an organL-
zation organLzed and operated excluslvely for charltable purpoees.
The fact that an organLzatlon, in carrylng out lts prlnary purpose'
advocates social or clvlc changes or presents oplnLon on cootroverslal
lssues wlth the lntentlon of noldl.ng publle oplnion or creatlng
publlc sentlment to an acceptance of lts vlews does not preelude eueh
organlzatton from qualtfylng for exenptlon uader sectton f116(a)( )
of the Tax Law, so loog as lt is not aa ractloar orgaatzattorr of aoy
type described ln subdlvlsion (d) of thLs sectLon."

C. That petLttoner Homslte Holdlngr Co.,  Inc. 's Cert l fLcate of Incorpora-

tLon does not ueet the requlremeots of the organlzatlonal test. Ae set forth

herein ln Flnding of Fact "4", lloneltets "exclueive purpose" ls to no ltay

charLtabLe; Honslte Holdlng ls a rEaL estate holdlng company. Sectloo 1116(a)(4)

of the Tax Law makes no provlston for an exetrptton for a holdtng company'

notnithstanding any requtrements in ltonelte lloldlngre Certlftcate of Incorporatloo

that alL lncome dertved from tts properttee be turned over to ao organlzatLon

exeopt under ssctLon 501 of the Internal- Revenue Code.

D. That petltioner Honsite ttoldingrs actlvLtles LlkenLee fall to Eest the

requlrements of the operational test. tlonslte lloldtng's actlvlttes are cooetstent

wlth lte organlzatlonaL that lsr thls petltlooer

estate holdlng company. Such an activlty Ls not charltable

of the relevant regulatlons, agatn notwl.thstandlng the fact

operates es a real

lrlthLn the meanlog

that Honelte turoe

all lncone derived from l"ts property over to Cayuga Developnentg, Inc. and
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Homslte Development Corporatlon. Sectlon 1116(a)(4) does not provlde for any

exemptton from saLes tax for a real estate hoLdlng company, nor does ArticLe 28

of the Tax Law provlde for an exemptlon from gales tax elnllar to the exenptlon

set forth tn sect ion 501(c)(2) of the Internal Revenue Code.

E. That petltloner Cayuga Developments, Inc. ts Certiflcate of Incorporation

falls to sufficlently clrcumscribe the petltlooer's qgtlvitles to sattsfy the

organlzatlonal test. Spectflcally, the authorlzatlon to provlde houeiog-related

servLces to persoos of moderate lneome (r'lndlng of Fact "8[B]"), regults ln

petltl"onerrs falllng the organtzattonal test. Thtg authorlzatlon' absEnt any

restrtctlons, clearly allows thls petltloner to engage ln oon-charltable

activlttes. Addltlonally, lnasmuch as petltlonerfs dLsgolutlon provlaions

provLde for the posstblllty of the dlstrlbutLoa of petltlonerfs asseta to atr

entlty exempt under Sectlon 501(c)(4) of the Internal Revenue Code, such

provlsloas lLkeld.se reeults ln petltlonerrs falllng the organlzatlonal text (20

NYCRR s29 .7 tc l l s l ) .

F. That petttloner Cayuga Developments, Inc., has falled to sholt that tt

operates exclustvely for charitable purposes. Many of Cayuga Developmentrs

prograufr (eee Flndl"ngs of Fact'r11" and "L2"') provide beneflts to peraons of

moderate lncome. What constltutes ttlolrtt or ttmoderate" income le a factual

deterninatlon dependlng upon the fects in each ease (9, g.&. Rev. RuL.

70-585, L970-2 C.B.115).  Whl le the labe1 ' rmoderate" lucome does not necossari ly

preclude an organlzatlon from meetlng the operational test requlremente,

petltl.oner must nonetheless estabLlsh that its actLvltleg 1o helpLng thosE of

moderate tncome fall wlthlo the neanLng of charltabLe as set forth ln the

regulations. Petltloner Cayuga Devetopments hag fatled to oake such a showlng

hereln.
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G. That the petlttons of Homestte Holdlng Co., Inc. r and

Inc. r are 1o all respects denled.

DATED: Albaoy, New York STATE TAX COMMISSION

Gayuga Developuente'

FEB 13 1987
PRESIDENT


