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FROM:

SUBJECT:

A hruring rlth rrfrrrnor to thr ebon rrttm urr h.ld
brfsrr m rt f0 0catn Stnrts fru Yodcl ll. Y. o lovtrbrr fr
It8l. Tlrr epptrr.nG.r rad tht cvL&nc pnodued ron c rhcn
ln thr rtaaognaphlo rlnntu rnd rrhlblte rubatttrd brnrlth.

lhr ftruc r.lrimd hrrrln Lt ybathtr cfrdr lnomr
rrorLvrd by th; trxpayrn durl,ng thr yrrn Ln qnrtlc r,ad $rport.d
tt rrl.ary lnomr emltLtutrd rl€rtpt drrlvrd fron rn ml,neoltolrtrd
burlnrrr punurnt to matl,m tt3 of thr trr Lrr.

larpryrn rllrgrd thrt durl.ag llil and llll br norl,nd
aonplnrrtLo rl en raployn firu orrtr,la rprolftrd oorponrtler.
Ibr frotr hrnrln loil ftlly lrt forllr la ||lr propord &trlrtnrtlan
d.trolom {*rrt dunlng lttt rsd tttf r thf trrpryrr rer palC r
ftrrd roat$ly fim by Cheiphl f,. ilonitc Co. fao. aad Rlelto Outfl,ttrrrr, Ilo'
fatprytn *er prld rn rnnsrl f,rr I pryrblc 3otrl-lsurlly r by
tl*S Rctlty s'ar$. Dupl,n$ [ft81 txrpaycr neri.wd thr ru of, ltf!.t0
fron Ruthm Rr*f,ty Corporetlm rhlsh hr rlro rll;grd wm GilD.arrtln
carnrd {rl iln rrylorym" trn l$ltr tnxpayrr elrp rrorlvrd r br*rrf r
samf rr!.sr *rf, fgO 1808 f,non l{ R firalt5t ew:p. fon mr*lom rmftrrd
Ln cqrtrstlsn sttli t$r rrlr of thf tlaxrhbld rt t?l 10sr Arrnrnl
f,tr lor*, l{. I.

Durlng thr yran lftf rnd 198t, trrpry.! ulr rlro rafrgrd
{a htt orys bwLnrls rr r rrel utatr cmrultrat, rgpnrlmr rnd
brdcrr et 30I 6th Annur, lfaw Yor|e , lf. Y, telpryrr, ln rddltl,cr
to rlployLng ererctar'l.al araLctencr, rnploytd u arLrtot rho
aotrd undtr taxplymf r di.notlc ln thr aprretltn of hlr bwl,nmt.

Taxptyrr dld not fllc unlneorporutrd bw!.arn ter rrtslrr
for" I,SS! rnd l8tf . Thr trfipcy*r fl,lrd prroenrt lnllonr trr rrtrrar
fitr l$tl and lttt. ?arpryrn rrt far4h m lrl,a lttt p.ilerl. lEecr
trr nrtura tortal Gonllrafit$.sn ag la offlsrrp dlnrctor olr crploym
ln thr rmsrmt of, $!t"tfS.S8, trxgrym rlro-rrportrd scnrultmtfr
GuPfstrtion ln thr anssrt of ltlf8le.tt. lhr rrnnnntr forp
tulnoorgorrt d burLnrrr tatm fop 19$l rnd tttf r.!il burd
upilr taxpeyrnrr @wlr.srr,tlo rr r lrrl mtatr ecrnltrnt rld
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alro lneludcd theraLn nas ecrtel.n inoqr reportad r. rt.lat?
Lnoom by tho taxpayer. Tho taxPayon did not o!5cet to thr
arnfssm;to tn r.cbard to ttrr Gonp.Bgatlm cernrd u a oafultrEt
but ls of, thc oplrrisr thrt eompcnsrltign carncd fron tlrr abova
aptolftrrd aorpoiratlmr for tbr ytrril ln qunatlm rar ralery
tirow and thinrfors wal not cubJcet to thr untnoorgontrd
bunf,ncrs tax,

firr agr,,eEmonta whislr tarqpeyrrr had rLth Clrel.hl P. lf-oylr Co. faor I
Rlalto Outflttcrs r Ine. and 'ul-R Rcalty Corp. u!T! ell for thrl rur
typr of ecrvi€ler 

- 
Tarpaycn tratiflrd thet hr dld not astuelly

nanecc the pnopentrr of- tire vanious eorponatl.cns ead thet hll
auttfr cqrtistid o? gulding and dlneet-lng p.rEonacl rlthla ttr
vir*ogs or"gantzationf ln tfrc nan11g.nont of-pl'openticr. Ttrlr
guldrnoo wls eqrduoted ln taxpayrnrr offlep at thc tGOn of
iropcrtice for wh!.oh taxpayel'lo- trrnders h'ettN nrqutrrd or Ln
tho offl.se of !J-R Realty Corpr

Taxpayerte pnl.nclpala dld not deduet any Frdrr:al wlthholdlnS
tax, F.I.C.A.- or Stita inlono tax fron ta*pay"rf e rarn!,lgar __.
W-R,'Realty Corp, wae tho o61y pni,neipal who nalntalnrd an offlor
whLeh taxlaycnwas authonlsci lo use Ln rcnder"Lng hde oenvl,oca,
Thl.a offile- waa looatcd at 10th Avsnm and 36th Strcct ln lf;re
OiW of, Ncw Yor.k and taxpayfr orily vial.tsd thLs offl.ec oll rR
avelage of th;uo ot, four-ti.naa a nsrth' Tuxpayiq-rae not nrqqtnd
to opind any speeiflrd prplod of t{uc at thle sffl"ee brlt rar
suUjict to iali whonevai W-R Rcalty Co:rp. :requfu'ed hla errvlonlr
Taxiayen incunrad tclephonGl $Gerntan{a1 and otlrara .xP€Rae-l.ln
cwrircetton wlth hle eoi"vJ.cci whlch wene not relnburmd by hle
prrfnafpals, fhere wae Ro dlvl"sfon of tl,ue by thc trxpryrn'f r
pnLnalpale s!.th reeptct to tanpay6nrs servlces tnd th. rrpgnt
br tlne taxpaycn epCnt at hle offieo orr the rtqu|.nricat! of
hLc prlnelplla eas dttsnmLned by the paz'tleuLar ncrd of thc
pnlnblpaf lt th+ tfnt taxpaycnta s.nvi€es worr rrqul!.Gd.
tarpeyinf e rssJ"stant had thl authorltlr to aot for-telptycT fT
thr- gilffittfmnt of taxpayonrc errangGnsnte wl,th hls pnlnoLBalr.

X +m of thc oplnlwr that tha i.noome reocLvad by tarpayrn
and rreporlted aa ealax1r J.nooqrr fon thc yeagB tgSE rnd 10t0 *rc
not aaiaw lneonr but- rlar Lnsom omnrbtrd rlth thr earrylng O
of, tanpryinf a wrl,neorpsratrd buslness aB a naal rrtctr ccrsatrtaltg
epprnaliri ana bnokcn fuia {s oubfcct to thc unlaoorporatrd burLnrr|
tax lnpoeod unden aaetlon 386 of the Tax Law.

For tho roaoone statcd abova, I ntcsnmcRd that thc dcol.alc
of, ttrr Tax Couilnleslan Ln thlc aratter-ba. eubetantLally la thr faal
subnlttrd hcncwltlrr
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trrillfra ra1 slapd t! Ilr s Etrrl r. I rr.l s$lr rfdfff,r* i
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ryffintrrr! r|d bltr} sl* f*r rfflfi ri,*rt{ ffi lll

lrr Intr ff; {rl,' tlrilt tmql|!} la r*Ctti* tr Qliltr|t
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m.l;tmrr, rph;r{ m mrlrtrm rhr rllrd ntr trmUrdr

*;rrtfm ir Sc +1rm*tn sf htn m mlmiltoillr{ lrlmrr

{l} lhrt finilr| *r pm* lrmln{r tr*}Sr} fr frit

r *.*rid ;cft|il mffit hf Or"Lr Fr llfqr; €er frr rn{

lilrlt* Sfltfl,ulffrr lr*p 1 tlhrt trryrrrr nrr p:ld ff rnttt rrffil

fryr}I* r*d-*mmtlf r hf **t ilmftf flonp'l tbrt fnrtr* ltltr

ittr*Ssr ilLsr{r** {br rrn *f f?fLt0 frrr nrfil;r. filfw Gfl|rurtlfif

thffi dnrtnj lfflr trnfifru a:m[rrd r br*rrrr mnlrrl*n lf

ltlfff$ two* *t*f tr*lt$ Sot'$r fnF ;rlrfru rrrfirrl tr rrlrltlr

t[* t$r ml* *f thr lrrrrbltd m lltl lttl lvrnrr frr lril; lr lr

tfl thrt thr rfmmtlm{ roupisrtfcr dld lil fift;t

ffil nr#m! *ltht*ldtng trsp frtr.Sr$r fiF Strtf lrcm tm fr*

trrsr#rFfr lrila&n*;il thrt tnxprurrtl *rt{ff rwlrtC ll |]d{fr|

rnf Srmtlq Srrrmnrl *Stbln fir *fnrrrrntf,lord *rl*tqrtl*

[* *r nmlflrffint cf frl}rrut*rll ilhrt $i.r flrf{ffrr r.l ftfftra

t* tr$rnrptr rffir*r rl tlr ;fir *f psrsrrtiu t*r lfrl*

tm$U*rrr m*rySu*r ril$n n:q*irud op *n tu offir of t-n ftdftr GrthI

lfrtt $)f il*iltW $nu$r rnr tlc ffitf frln*tprl nilf* ;dntrlnl n

rtttr ilhl* ?mFttrrr rr rsh;rlrrd tc um tn rurOrd*l ilfr

r*;rfrst fr* rhtr \rftl-il rn lnfrrt rt lttL *rrm rl llll lt;rT*

l Sfi tlr Sttr *f tw rn6k lEg tt*Frryrr 6fr1ff nlrttrd tbl-r rff,lr r

rCI rfrs*s* sd t&r** fi|r fortr tlm* r *cth t tLrt trrpiltrr $rt Itl

rrtrlnrd ts ;$rnd r*y ap**ftrd p*rd*d sf tf,m lr lhtr rffl*

lffi tlrl nub!ftt t* *r!t rbrn*um frf; *mlty Color rTntfrd btr

;rrriemt th*t t*W*S*r [ns**ud trlr]honrl lrililtfrtrl mt rilrtr

nnpnmr [n mnr*tior n{til hlr *rwler* rhish urrt *lt rl*r;rrl

tf hil prln*[p*l,l r th*t thrn sft] ** dlrtrlm af tlm b trrygurr

frln*tfrlr rltk ru$rst ts trwrsrrfr mrvlcr md tlr |rmf rl

Itrr trrffirur r1*nt *t |lh sftfor n !h. ndnlrrrrtr rf fin

;;*rdprtr *rn ilrtr*r*nf* !il thr frr':l*rtrr rmi of t}r fdmlfrl

rt lhr um turrurelt r*rrylmil **trlt rtstrild I tb.t trilstfirr lr
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hlr m *inmufcms{ tffiinmr rrftryd m mrirtrt *r lrl

thr *thnu'il* fr rst fm trryrilrr ln fir ftlfitlnnt l'f trns|;rl

rililmffittn *flr* lft* rfwrsrlfrr* $'l{|rtlprl,f,r

Arrnd rSffi thr fsil;r*nE ftrdt*nr rni ;t.l of tr rrlthrn

tilmnn{ Hr*[*r thr *Hm lrr Cdmtrn hrnlg

ilSltllitrilS8 r
(*l t*r* dErln* il* lrrrr lltil sd tltl Sr tmm;|l

ltwm frun tb* rfimmn*tmrt muf*pttlm'xm lnrm trtrtt

fpm tffisryrrnr firf, mtrw?mtrf hmfmr rnt rn* rfi fffi

Hrnr{ il Nn rmt#r* ffiC iil lh*mfim; r*lr*t til *r *lrmfru*nt

bnln*;l tm frpm*d nnfir lut$tl* tfn6 of S* fr lnr

tnl lHrtr rc{il*-rtlu*lilr tfr* -m$tctu$strrfr* tnlnffi !il

rtr{rrrffi* imm$ trr tk *rrrullr r!ffiil lttr n# lilll rn

rffirmdl th*U mS *lmr*m$ st s#$r{|t *d {o ilfi tt$tlh

rntr nffirp t*nril nr flhffim *ttt *nr ;rt lnftllt {n S rlrfr

*S fir rp,nltnrt**r fcr nr*rflru rp ur*,bri ln lrrrilil rhnfra.

$iltWl tl'}rnf r tr* ?mL Sfr l7th,ilS sf March ; l$6r

tt*rs fiffi Gfiffi!*llil

/'/ JOSEPH H. MURPHY
rtrttffiT

IRA J. PALESTIN
sfinlrf [ilt]

JAMES R. MACDUTF

/"/


