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SUBJECT:

for the United States Sovermmmmt,
One serpovstion was o Sew Tork cewperatien(Vinhelinem)

ané the other twe menbers of the joint venture were foveign
sevporstions (Tompking and Jomes), -

The presise questicn %o be dedevmined 10 Wether & '
pertion of the overhesd and ohay mdm,w
mmuuowmmgmtmmw
tax purpsses vhers e periien of sush overhest snpenses el
shavgen wee sver pald by the jeint venture i%self,

'mwamm“mmﬁmm‘nmww'

as jeimt venturs expensss fop
porshed business tan 1isdility of the jeint ventwrs,

The entive net ineews of VWinkelmen fres the Jelat veatwre
m“mi:::ﬂ e «&"“sm"&mﬁ
- 348y e
::nuuim of Bection ".um nx—nuw-l-utm
wee subjest to tax wnder Artiele 9=A of the Tax Law,

™his
enompiion thus renders wnesessawy Sdotorninstion of ¥ho share
of overhosd and supenses of alles o She
\ of the jolant veubture,

corperations snd were dodusted By 3 n.::um for the
of eonputing e tanes for whish sash of were iiableg

shle
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the sllowance of the deduotions for unineorporated business tax
upposes would result in the double deduction of these overhead
tema,

Following & preliminary hearinz, the Conferee did not
edvence this doudble deduction theory ss a basis of asustaining
the disallowance of the overhead expenses, The Conferee sus~-
talhed the dissllowence on the sole grounds that these overhead
oxpenses and charges of the corporate members were not treated
2s joint venture expenses pursuant to the joint venture agree-
ment between the corporations, the agreement specifically derring
any reimbursement to the corporate partners by the Joint venture
for any rortion of the partners' overhead expenses, as these
charges and expenses were not speoifically approved by the joint
venture (Peragraphs 6(a) snd 6{b) of Comm, Ex, A).

At the formal hearing, the witnesss for eash of the
eorporate partnera admitted that the eorporations never requested
nor never received reimbursement from the joint venture for any
of their own overhesad expenses,

Sueh witnesnes stated that it was the custom in joint
venture construction coperations to prohibit reimbursement to
the members by the joint venture for any overhead costs of the
members, as in this case. The witness stated that the reeson
for the restriction on reimbursement of overhesd costs was that
conastruction "oompanies have various percentages of overhead,
In other words, they have more overhead than other companies
and 1t would be impcasible to drew up a Joint venture agreement
where 1t would be equitable between partners to say they sould
charge a certain smount end no more., Therefore, it has to he
left out of the sormputstiona™y that is, the various overhead
costas of the corncorate partners are elimineted from the com-
rutation of the profits of the joint venture and sre slso
eliminated from the somputation of the division of the profiss
to the members (am 11,19,67), :

The record shows that the eonstruction operstions were
carried out under a genersl superintendent employed by the joint
venture, his sslary being $15,000,00 a year plus & donus based
on the outeome of the job, In addition, the joint veature
employed 1 or 2 full time enginesrs end “assistant superintendents
end foremen going down the line just like any operation™. The
tax return filed by the joint venture for the pericd ended Hareh
31, 1957 shows that the venture itself incurred indirect costs
of $8,6,000,00 end genersl and administrative expenses of
$h88’000000 (Pets, Exh, 1)e

Yowever, the separate overhead costs of each member
were inourred snd pald by the member. The specific terms of the
joint venture agresment excluded these separate costs not only
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Do ¥y Vinhelnmm 00.y Ines, thes, K, Yenplins G0,y and

Ventwe, haviag duly flled agpitcations fur vevisien o Pefmnd
wier ivtiede Jied of the Tun Law for cath of the fioeel yoave
onded Reveh 32, 1957 and 1958, ant o heaving heving doen Dadd
A5 cemasetion Sherevith Yofuse Sanrence S, 01ffevd, Seesing
fiser, ab the Syrecue Distutod OFftes of %he Sepertuend, 335
Zast Vashiagten Stvect, Syresuse, Bevw Tevk, en Bay 88, 2964, b
wWish bouring the jolat ventwre was yeprsomted by Buncosh, Beow,
Ryan & Saove, 300 Fills Duilding, Syveasuse 8, New Tovl, Paud B,
Neuvshen and Nodert ¥, Buntew, of Gounsel, snd the natber haviag
Seen Suly enenined snd osnsidered, the S0ate Ton Gummission
hvsdy findes |

1s et e Joint venture filed partucsediy fafusnstien
rebwns wior Artieds 16 of %he Tun Sav for cach of the thewe
flesal yoars, veperting en sush seturas fucens end enpenete foen
he partaersily wpevetions wier & coatrest with the Wdted S00es
Govevanend %o construst the Piaotteburg, Sew Teok, Aly Peves Dasep
Wt sush Lacens was veparted en e infernction Fodwn ¢ te




ofle

mwmmwnmum-u
as wsed in ompuiing ineeme veperted fev Feleval fatene ton
mtmmmmmmmmm
¢wing %he fisesl pevied enfed Neveh 31, 1957 and, puronemt 0
umwmumw.mm,m
Nereh 31, 1952 (Gemm, Bxs 8).

2. That the jeint ventwre 14 netd file wninsevpeveted
Susiness tax veturns wder ivtiele Med of the Tus Lew for oither
d‘nﬁMmaMhbﬁmﬁanﬂMﬂ
cash of sueh perieds wes 00 b Yeperted Uy PEEPItive CEIPINLene
on 5,7, Frenohise Tax vetuns” (Gomn, Bame ) & 8)e

S. Thet en wutit of the infermatien vetwas filed wméew
weiele 16 of the Tax Law as afeveseld by e jelnt ventuwre fo0
wineerpeveted business Sanse wWier ArtSele 1bwd of $he Ton baw
beve ot i0sus, Whe Samse being Sased en 00 ineens Peperded by
mmmmmummm.mm
enonptien, pursuant be Seotien 306«f of the Tan Law, of he enoumt
nmmmmuwmmauuu
$hues serperets Pertncre %o the ontent tneiwied i the vespoeiive
ash incons of sosh cerpevede pirtace allosshble to this stete ué
Sensdls wader Arbiele Swd of the Ten Leaws that the seld wincevpeveted
Sesiness Sanes vers o%abed againet the jeiat ventuse en Duowber
n,xmummum&m.mmmmm
33, 1957, ad in he anewmt of $2,005.40 fev the pevied ended
Reseh 31, 2958 (See Schofules A sné B 0000ched hevedte).

he et sush wnincerpeveded Susiness Sanes 00 assessed
mmmvmmmumum-xmc
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he 4ave levied; that withia one year of Whe 4a%e of lovy the
Joint venture filed applications fer vefund wndey Sectien 374
of She Tan Law for wnineevpavated Yusiness tance La %he mewntd
of $11,166.50 for the fiseal yoar ended Nareh 31, 1957 and ia
*he smowmnt of $631.9 fer tho fiseal yoor ended Neveh 1), 1958,
essh spplication Veing Besed en the elain that for puwpeses of
senputiag She 20t inaens of the jeint venture for wnineewpersied
business tax purpeses wnder Article 1b-A of the Tax Law fer cash

‘otmm.mumrmuawr-mm

oxpenses v eharges in yespeet of the naln offices of the pertacrs,
sharges of %he parties in ceamection with the sstinates &
poeparation of the MWds ov MWéding incwred pricee %0 the signing
of the constvuction centrset and chavges for the time euplayed

vy euy of the parties o theiy officere o ouplegess in oenneetien
with She construstion centvest, the spplisstiens clsiming Sebad
dofustions of sush eoote and charges (%ee detalled Sehoelules ¢
and D sttashed horete) oo feollowss

mm-um

Cest of partmsy Teuphkins 09%,195.72
Cest of partasy Jeuss 082,966.84 ».nu.u
Se That the 1008 exemptien sllewed wnder Seotien J0b-0
of the Ten Lavw vith respect Ve the jeint venture incens Semsd
wader srtiele 9=A of the Tox Law of the pertner Vinkolusn in the
wnineerporeted business Sax yesemputations (Sehedules 4 and B
sAtashed hezete) venders wunnsecscary eny detevmination of the
shave of genovel overhool and administrstive empenses of Viaininm
alloeable %o the business of the jeint ventwre.
6 That the Inseme Ten Duresn denied the agplicstions
for vefund filed by Whe Joint ventuse (Pevagresh § ehove) ea the
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gvomds %hat the verieus oveshoal supensee and chargee of the
ampesident pavtneres Jmes and Tenplins setually vepresented
oxpenses weed by the partncrs thensslves in srwiving eb the
mcwmmmmaumn
vhich cash of sush jeint venturewe 08 cerpevetine weve Aahles
80 Shet the allewemos of the dofuctiens for wninsespereded
Susinese Sax purpescs wader Artiede 3o-A of the fan lew wouldd
Pooult 1o & dowble dodustien £ov onsh overheatd cnpensee and

7o Thet felleving oush denial of the appifcstiens by

heering: et & yrelininery hoaving wes theveafter hedd Sefuse
Mo Sbwerd A, Viskier and a8 & Yooult thereef the eriginal donied
of he pplications was swrbteined (S, Bu. 9) en %o osle
ovounds that the joint ventwe agrosnmt Sodwsen Junes, Saphing,
end Vishelnen cleavly emeluied sush overhead caponses fven
oonstdevetion oo Jolnd venture cupenses.

- Se Thet Whe Weee cerperate ambers of We Jolnd venbwre
(Viskeluen, Semphiine ent Jonce) cntesed 1ate o witten joing
Rture agrennt en Jonwary 82, 195, for the sele yurpese of
perforning & eontvent swsrded %0 the partnsse (based wen thely
Joint v14) for the csnstousticn of the Fisdtshurg, Sev Tosl,

ALy Peres %a00) Shad Pavagreph D of the ssid Jolat VeRtwre agReoe

mnt yprevidest _
2&-%:-&. of pevlosning o—-&-u.
| MnF oizg ~
%o f of the m.-zun '
:l'ﬁo - of wark l.‘
the : mmmmuwm

A e



ofe
in this iAgreement
heveteo

sothing shall S the poer &
right of ay %% cavry @ 1%
Susiness for L4s nele denefls .x.'“
gartios mala "“'.'é“"

the terms

Wﬂm“ 'wz ’::
A, ppe 3 ond B, Par, (D} theveet).
9: That pursuant S0 Favagreyh D R(a) the intevests
of %he partners ia the centyest end ia sny ond all preperty end
oquipnent sequived in ceuncetien with the povfesnance thewees
and in sy end all money which may be Sevived frem 00 posfernance
Sheveel wore in Whe fellowing prepertions:
Viahelnen '
o
T™hat Pavagreph D 3(s) of the agreement previded that all nevessary
working copital, vhen and as yoquived fer %he pesfornemne of the
Sonstrustion Oontrast, shall be sentwiduted by the partncse
proportionately in ssverdance with Shely vespestive intereste}
that Paragrash D 4(a) of the agreensat previded thet in endew
te fasilitete the perfermance of the Genstvustien Sentvest onch
PAFSRSY Sppeintd a repressntative to ast for 14§ vith amterity in
velation b0 any mattors selative %0 the jJeint ventwe and 00 Bind
mmu”nuqmmmmmuu
porformense of the Coustrustion Oontvast; thad Pavegraph B hle)
provided thad & majerity of the fuly swthowined vepresemtotives
of the partners semstitute & quarus,
30 That Pavegraph B § of she agresneut prevideds
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11. Thet Pavegreph 6(a) mnd 6(v) of WMo agresmend

provided:
"Por Yhe of this igresment, the Ovet of
Wumm-:»‘:cminuwou
2“,“.(-.'”.‘“0

12, That she tax petusn filed by the jelnt venture fer
the period ended Mavek Y1, 1957 shews that the jelnt ventwre
14001f ineurved indirect seste of $04h6,040.32 and Shet e
mmumu-wmmd“
Lotoative enpemses for sush fiseal pevied of $408,660.48 (2ee
Sehedule E stteshed berete). |

13. Tt neae of the membevs of this jeint veatwre
Poquested v Teceived velubursencat fren the jeint venture fep
eny pertion of their evevhesd cupenses aud cherges heve slaimed
nmumnmmmmww
Sen purpeses (em 65, 78).
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e Tast ot the hoering the vitncss Nege whe Sestified
- benelf of tho jolut ventuve stated Shat the jelat vesture
mmmmwmwtm&m“
cﬁdﬂoaﬂ»ﬁtﬂ‘mgﬂ“w@*“dd“ﬂ
dmmmmum.mmmnm
ctandard provisiens in other jeint venture sgresments of censtvustien
Mu-.mmmmmmmmo“
mum.muum.mc'uumwmm
mnamunmwwmmm
mnmm.ummu-uumw
m&ﬁoﬂr.m“”mmwmﬂ
mmmsmmmnmamm
mdummmum:“mum-wm'
amumm-qu."uaumummd‘m
o 13, 19, 63, 5, 67, 70, .

15. That the recerd in this esse indiestes that the

1955, 1956, xmumowummumuowm
Mmmammmmtnnm
pevieds for the paviner Viskslmes, (MWG.‘IM
mn mnul«.m.x.!.-uu).

| mmmmmuwam



the vespestive srdinary and 0essseery wpenses of oash nenber,
whioh Gtsdursenents sash meuber velumbtarily chese to and 888

ineur in commeetion with the prefustion of thelr own sepesate
ineene share from the joint venture.

17« T™hat these overhosd expemses and chavges &0 Bl
csnstitute ordinary and nocessayy enpenses of the jelnt ventwre
a8 theee oxpenses were ¢irestly inewsed and weve peid dy the
newbers of the joint venture in sceordmmee with the owsten in
the tvade end pursuant %o the spesifie previsiens of the jeind
venture sgresnsat bYetwesa the thres members of this jelad
vendtwre,

TUpon the fovegeing findings and all the fests and
ovidenees presented herein, the State Tax Commiselien Mewvedy

DETERN. ER3 4

That 2o everhesd expenses and sharges heve ab
L1sous do not esnstitute allewadle dedustiens withiia the
mosnting end intent of Seetien J06ce of the Tax Law
(Pinding Ko, 17 abeve)s that ascerdingly %he uninecorpevsted
Yusiness Sanes s stated againet the jeint venture wnéew
date of Dessmder 8, 19,9 (See Pavagreph 3 sbeve) ave corvect
amé legally dus and ouing mnd the joimt veature 19 net
mtitled % any vevisien or vefunid of Sanss aseesseed
od/ov pald wnder Avtiels lé=A of the Tax Law fav oither
of the fissal years heve invelved,

Jul
Datod: Albemy, Few York, Whis 10th day of Jn-.yy. 1967,
STATE TAX CONKISSICE

/s/ JOSEPH H. MURPHY
/s/ gAmis R. MAEEHEE

/s/ WALTER MACLYN CONLGN .
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CHARLES N, TCIPXIN3 CO.
CROSS RECEIPTS A0 CVILUELD EXITASES

Gross Recaipts o | 14,540,978 ' 18,975,792 13,077,065 -

Oyerts~i Popenses . T _ | o . R

Exlntiny U ‘ ~ SV e :
Losincors, ete, - e ‘ 106,519 .- 113,987 144,620 .
Ollca Raployses - . : - . 173,909 - 166,628 159,058 -
Yard Buployees T o ' 48,339 -« 44,016 - 33,600

" locurence uﬂ ruxa Lo — 38,060 . . . 53,226 © - - 35,876
ne o oo . oo 15 M’ 15.%7 ) ; N :3.253 A"'
. zpaixe o : ' 9,978 - 10,780 7,433
Inte:rcac E’xpmc SRR - SR - 56,152 - 42,884 - 53,837
Q} Contriturd ' ' o ..12,753 15,703 e R7,483
Depreciatioa o ‘ : 83,152 . 77,928 - - 93,763 ¢
dures = Cparating hpm. _ , , ‘ 6,119 SR 1Y 17 A 7,960
Cifice Supplies & kpcnno : T T4,098 - 79,643 70,434
Pmm Pl“ N o ' ‘0,000 . CL 70.m . 70.@0 .\

legal Rxpense I A - 4,91.3 S J2400 12,943

\ Total ,‘ o L m.oas 868,002 914,680 :
N e : o S, T
‘ 6.9 -

% of Overkeod to Gross motpu | o 3.76 .
S | 5.7

Aversse Percentege IR

\ -
Overhoad Allocation: / v C
. Gross md.yu %1 m,m.bz x 5.772 S L7 8 653,583.70

mznwnt uaomlvmo B # 196,195.72
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J. A, JONES CONSTRUCTION COMPANY
GROSS RECEIPTS & OVERHEAD EXPENSE

Grosa Receipts

sdvertising
Azsociation Duas
Auto Maintcnence ;
Bank Service & Exchange
Depreciation Net
Heat & Air Conditioning
Eaployces Welfare
Froight & Express
Insurence
Intexaest
Janitoxr Supplies
Profeasional Expense
Licenses
@ater, Light & Powar
Yiscellanaous
Postage
Photostatic Supplies
qi Repairs - Office Furniture & Bquipment
! Repairs - Miscelleneous
Salaxies & Wages
Subscriptions
U“Of fice Supplies
Unemployment Taxes
Social Security Taxes
Other Taxes
QX Telophone & Telegraph
Travel
BEstinmating Expense
Office Expense = Atlanta
" "

WY

-~ New York -
» " - Shreveport
" " « Seattle
" " = Nashville

" ()

« Berlin Hgts.
Maintenance of Corporation Status
Contribution to Profit Sharing
Transferring Buployees

Other

Totals

% o£ Overhead to Gross Receipts
Average Perceatage

Overhead Allocation:
Gross Receipts

30% Interest in Joint Venture

$ 11,334,240 x  2.44%

9-30=55

91,857,043.64

8,708.76
2,407.60
4,887.21
623.83
393,459.77
640,66
10,351.61
2.217.58
33,208.16
301,430.59
143.44

- 48,310.52
6,064.44
2,435, 24
906,41
4,267.08
+00
2,322.66
231.44
815,132.68

716,67

11,483.18
5,261.89
6,874.76

23,135.38

10,162.03

61,505.69
2,371.14

51,560455

(15,044.73)
38,091.38
29,079.14
+00
1,223.87
101,132.79
395,53

4,440,356
1,970,939.31

2,13

9-30-56

1 .1‘55090
1,779.28
4,864.26

244435 .

973,867.59

530,99
364.83
2,280.93
45,344.36
372,976.31
~ 1810’3
50,055.82

776,116.20
821.33
18,153.62
$,714.19
8,481.82
23,118.62

14,472.93 -

68,342.04
4,133.77
63,188,835
14,6473.53
35,704.33
36 .969. 6,
20,139.24
00

)
1,746.80
91,188.91
3,489, 06

4,732.19

2,660,990.83

3.12

4 276,555.48
" 82,966.64

1,144.04
2,797.59
5,171.40

324,98
411,030.33
©511.13
8,213.09
1,991.81

' 63,733.11
. 293,716.18
T 175.48

zi,

$3,266,094,14  94,471,536.18

 63,751.86 .
- 7,151.25
2,066.95

1,498.20

4,690.01

2,087.74 -

4,300.48
1,151.92
- 589,032.89
: 808094

7,645.75
9,827.11
35,647.91

43,412,10 -

3,099.82
91,242.36 -
12,783.50

61,418.89 .
“.159.63 ¥

82,749.07

5,639,76

1,374.43

41,450,238
649476

7

ettt

1,929,292.66

z.oa_;
2,44
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’ CHARLES H. TOMPKINS N
. GROSS RECEIPTS AND OVERHEAD EXPENSES : : i 5
. L ﬁ“th
1957 :
Gross Raceipts $ 16,561,325
Overhead Expenses .
Salaries ‘
Officers 131,350
Engineers, etc, ' ‘ 209,796
Office Employees 147,272
Yard Empioyeas _ 55,643
Insurance and Taxes 32,608
Rent 37,866
. , Repairas 13,086
Interest Expense 127,367 .
; Contributions 12,508
’ Depreciation . 87,034
Autos - Operating Expenses 9,459
Office Supplies and Expenses 63,073
) Pensiou Plan ' 60,000
' ) Legal Expenses ' 10,099
) Total 997,161
% of Overhead to Gross Receipts ~ 6.02
Overhead Allocation ‘ )
Gross Receipts 663,269,53 x 6,02 39,928,83
30% Interest in Joint Venture 11,978.65

L SRR




DOAETIE g e R Ry g e ae g Ta g
T LRI O DA Ao N A1
tee - I AR (T S AP T AT
C LR e e

e e e

. . PR - . . ] e ‘ . N ‘ ‘ :
g Ty Y .

J. A, JONES CONSTRUCTION COﬁrANY'.”';L;HW, e

- ‘ ' CROSS RECELPTS AND OVERHEAD EXPENSES
- FYE
9-30-58
Gross Receipts , ‘ 96,457,95¢5,84
. Advertising : ' 1,058,230
Assoclated Dues 3,083,960
Auto Maintenance ‘ . 5,029.14
: , Bank Service 4 Exchange 70.74
: Depreciation Nat 396,525,556
: Heat & Afr Conditioning ' ‘ 736.45
Fmployaes Welfare : 2,164.08
Freight and Express 1,075.13
\§ Insurance 42,019,96
Interest - : 223,560,15
Janitor Supplies - 240,67
: _ \ Professional Expense 66,466,83
‘ Licensesg 7,364,113
Water, l.ight and Power ' 2,031,85 '
: Miscel laneoua _ 2,417,24
Postage 5,738.96
" Photustutic Supplies ‘ 1,737.89
Repairs - (ffice Furniture & Equipment 3,326,07
‘ Repairs - Mi{scellaneous '1,311,.98
Salaries & Wages ' 573,352,13
Subscriptions ‘ ) 1,242,54-
Office Supplies . 7,177.13
Unemployment Taxes 7,080, 27
Social Security Taxes 9,165,96
Other Taxas 24,802,10 -
’ Telephone & Talegraph - 9,436,33
Travel o ) 39,847.34
Estimating Expense , o 2,333,58
Office Expense - Atlanta 104,095, 66
" " - New York 15,608,41
" " ~ Shreveport 33,416,58
" " - Seattla , 58,616,59
" " - Nashvillae - 83,435.65
Maintenance of Corporation Status ' , 1,525.00
Contribution to profit Sharing : 94,962,006
Transferring Employeas , : 12529.86
Total : ) 1,853,589.22
% of Overhead to Gross Receipis ' v 1.92
Overhead Allocation: .
Gross Receipts $ 663,269.53 x 1,927 12,7377
30% Interest in Joint Venture 3,820,43 s
» .
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.. WINKELMAN-TOMPKINS-JONES, JOINT VENTURE

PLATTSBURGH AIR FORCE BASE
INCOME STATRMENT
FOR THE PERICD FROM FEBRUARY 8, 1954 to MARCH 31, 1957

Incoms

Contract DA-30-075-Eng-6010 9,541,675.76 Fuel, o0il, grease 67,292.92
Contract DA-30-075-Eng~6326 1,029,255.70 Heat, light, power 6,135.37
Bateson paving contract 424,699.69 Insurance, Compengation and general 113,720.36
Extra work orders 296,815.65 Lezal expense 2,183,71
Other 41,844.62 11,334,291.42 Equipment haul 19,698.89
Cost of contract Office supplies and stationery 5,826.48
Production costs Depreciation, office fixtures 4,603.41
Labor 1,468,732,25 Operating supplies and small tools 39,446.51
Material 3,651,373.04 Payroll taxes and welfare fund 84,659.83
Depreciation -788,087.35 Permits 513.26
Subcontracts 3,122,058.78 Safety expense 4,370.91
Erection and dismantling expense 217,734.56 Telephone and telegraph 9,666.46
Equipment reantal 82,148.94 9,330,134.92 Temporary lighting 12,460,97
Indirect costs Welding apnd miscellaneous supplies 8,948.38
Project manager 33,209.24 Radio o 3,504.77
Office payroll and expense 50,947.22 Fuel and service truck expense 18,706.04  488,668.45
Engineering . 54,240.43
Dispensary and sanitstion 7,223.88 Net operating profit 669,441,73
Tool room and warehousas 10,456.43 Add Gain on sale of equipment 141,244.03
Watchman, guards, ete. 5,426.94 .
Repaiis and maintenance 559,872,98 Net income, Exhibit A 810,685.76
Weather conditions and paid holidays 40,906,727
Roads and ditches 8,673.38
Field lab and curing room 35,490,.53
Depreciation indirect —33,598,52 846,046,32  10,176,181.24
(See schedule attached to
Gross ovmnunnnﬁ profit 1,158,110.18 Com, Ex, 1)
Genersl and adninfstrative expsuse \
‘Advertising 3,196.60
Boud’ parformance 63,171.11
Expense accoimts cnd travel 20,562.47 ) -
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