
STATE OF NEW YORK
STATE TAX COM}IISSION

In the l,fafter of the Petition
:

of

IANOVER MANAGEMENT COMPANY 
:

:
For a Redetermination of a D,eficlency or
a Refund of Unincorporated Business:
Taxes under Article(s) f6-a of the
Tax law for the (fear(s) E:ding August:31, 1953

throuqh Aucrust 3L 1960-

State of New York
County of Albany

Martha Funaro , belng duly swornl deposes and says that

she is an emPloyee of the Departnent of Taxation and Financel ov€x 18 years of

agel and that on the lgthday of December , L973, she served the within

Notlce of lbcision (or Determination) by (certtfied) mall r.lpon Hanover Management

Company (representative of) the petitioner in the wlthin

proceedl.n$r by encloeing a true copy thereof in a securely sealed postpaid

wrapper addressed as follons: Ilanover Management Company

i3i ?ili].ftx,, York
and by deposltlng same enclosed in a postpaLd properly addressed wrapper Ln a

(post office or official deposltory) under the exclusive care and custody of

the Unlted States Post Office Department withln the State of l{ew York.

firat deponent firrther says that the said addressee ia the (representative

of) petltloner herel.n and that the addrees set forth on said wrapper is the laet

known address of the (representatfve of the) petitioner.

Sworn before rne thisto

day

AFFIDAVIT OT MAITING
OF NOTICE OT DECISION
BY (CERTTTTED) HArt

; L9fl7
; t .t/-

/,.,t,/ , .,
th of



STATE OF NEtr' YORK
STATE TAX COMXISSION

In the l'lafter of the Petition
:

of

IANOVER IIU\,NAGEIUH\TT COMPAtrTY 
:

:
for a Redeterrnination of a Deficf.ency or
a Refund of Unincorporated Businesq
?axes under Article(s) 16-A of the
Tax Law foi the (Year(s) hding AugusQ 31, 1953

throuqh Auqust 31, 1960

State of Nerl York
County of Albany

Martha Funaro r being du]-y swornr deposes and says that

she is an employee of the Departrnent of Taxation and Finance, over 18 years of

ager and that on the 19th day of December , 19 73, she served the within

Notice of Decision (or Determinatton) by (certified) mall rlpon Sidney Gelfand, C.p.A.

(representatLve of) the petitloner in the wlthin

proceedingr by encloelng a true copy thereof in a securely sealed postpaid

wrapper addressed as fol lows: Sidney Gelfand, C.p.A.
136 East  57th Street
New York, Ne\,,r York lOO22

and by depostting same enclosed in a postpald properly addressed wrapper Ln a

(post office or official deposltory) under the exclusive care and custody of

the tlnlted States Post Office Department withln the State of l{ew York.

That deponent firrther says that the said addressee ie the (representative

of) petttLoner herein and that the address set forth on said wrapper is the lagt

known address of the (repreaentatLve of the) petltioner.

Sworn to before rne this

AFFIDAVIT OP MAITINC
OF I{OTICE OF I}ECISIOI{
BY (CERTTTTED) r{alr

9thday of December



STATE OF NEtt' YORK
STATE TAX COM}IISSION

In the Matter of the Petition
:

of

HANOVER MANAGEMNT COMPAI{Y :

i
For a Redeterrnination of a D,eflciency or
a Refund of Unincorporated Business:
Taxes under Arttcle(s) 16-A of the
Tax Law for the (Vear(s) hding August:31, 1953

throuqh Auqust  31,  1960.

AFFIDAVIT OF I'IAIIINC
OF NOTICE OT I}ECISION
BY (CERTIFIED) HAIT,

State of New York
Gounty of Albany

Martha Funaro , being duly sworn, deposes and says that

she is an employee of the Departnent of Taxation and Finance, over 18 years of

ager and that on the lgthday of December , 19 7tr she served the within

Notice of Decision (or Deterrnination) by (certified) mall r.ipon David Falk

(representatlve of) the petitioner in the wlthirr

proceedingr by enelosing a true copy thereof in a seeurely sealed postpaid

t{Tapper addressed as follows: ivtr. David Falk

;(3 H3::Xfi1,,*"*sement 
companv

New York, New York
and by deposlting same enclosed in a postpald properly addressed wrapper Ln a

(post office or official deposltory) under the exclugive care and custody of

the tlnited States Post Office Departrnent withln the State of llew York.

That deponent further says that the said addressee ie the (representative

of) petltLoner herein and that the address set forth on said wrapper is the laet

known address of the (representatl.ve of the) petltioner.

Sworn to before rne this



STATE OF NEW YORK
STATE TAX COMXISSION

In the Mafter of the Petitlon
:

of

]TANOVER MANAGE}{M{T COMPAI\NT

:
For a Redeterrnination of a Deficiency or
a Refund of Unincorporated Business:
Taxes under Article(s) 15-A of the
Tax law foi the (Year(s) Ending Augusu 31, 1953

t h q o r r c " h  A r r c r r r s t  i l .  l o 6 O -

State of New York
Gounty of Albany

Martha Funaro , beLng duly sworn, deposes and says that

she is an employee of the Department of Taxation and Finanee, over 18 years of

ager and that on the 19th day of December , L973, she served the within

Notice of Decision (or Determination) by (certified) maLl upon Margaret Falk

(represerrtatlve of) the petitioner in tbe wlthin

proceedin$t by enclosing a true copy thereof in a seeurely sealed postpaid

wrapper addressed as follows: Mrs. Margaret Falk

;(; H::ffi;"*"'eement 
companv

New York, New York
and by deposlting same enclosed in a postpald properly addressed wrapper Ln a

(post office or official deposltory) under the exclusive care and custody of

the tlnited States Post Office Departnrent withln the State of Iew York.

That deponent further says.that the said addressee is the (representative

of) petttloner herein and that the address set forth on said wrapper is the last

known address of the (representative of the) petltioner.

Sworn to before rne this

AFTIDAVIT OF MAIIING
OF ilOTICE OT I'ECISION
BY (CERTTFTED) r{ArL

ofth day



sieTE oF NEt.l YoRK
STATE TAX COMIIISSION

In the l,fatter of the Petition

of

HANOVER MANAGEMENIT COMPANY

:
For a Redetermination of a Deficlency or
a Refund ofUnincorporated Business ;

AFFIDAVIT OF I.IAIIING
OF XOTICE OF DECISTON
BY (CERTTTTED) lrArr

Taxes under Article(s) 16-A of the
Tax law for the (vear(s) fr:ding AugusQ 31, 1953

throuqh August  31,  1960.

State of New York
County of Albany

Martha Funaro e being duly sworn, deposes and says that

she is an employee of the Department of Taxation and Finance, over 18 years of

agel and that on the 19th day of December r L973, she served the within

Notice of llecision (or Determination) by (certtfied) mail upon Charles FaIk

(represerrtatlve of) the petitioner in the wlthirr

proceedingr by enclosing a true copy thereof in a seeurely sealed postpaid

wrapper addressed as follows: Mr. Charles Falk

;(s H;::xfi5,,*"usement 
companv

New York, New York
and by deposlting satne enclosed in a postpaid properly addressed rorapper ln a

(post office or official deposltory) under the exclugive care and custody of

the United States Post Office Departrnent withln the State of New York.

firat deponent further saye that the said addressee ie the (representative

of) petttl.oner herein and that the address set forth on said Hrapper is the laet

known address of the (representatlve of the) petltioner.

Sworn to

19th day

before me this

of December
/.

."/
,

,t r.ri



STATE OP NEW YORK
STATE TAX COMHISSION

In the l,fafter of the Petition
:

of
:

IIANOVER I{ANAGEI\4ENT COMPANY
:

For a Redetermination of a Deficiency or
a Refund of Unincorporated Business:
Taxes under Article(s) 16-A of the
Tax Law for the (Year(s) Ending August:31, 1953

throuqh Auqust  31,  1960.

State of New York
County of Albany

Martha Funaro n being duly sworn, deposes and says that

she is an employee of the Department of Taxation and Finance, over 18 years of

agel and that on the 19th day of December , L973, she served the wlthin

Notice of Decision (or Deterrnination) by (certified) mall upon Ctrarlotte Falk

(representatlve of) the petitioner in the wlthirr

proceedin$r by enclosing a true copy thereof in a securely sealed postpaid

wrapper addressed as follows: Mrs. Charlotte Falk

;{s Hil:xfiL,*""eement 
comPanY

New York, New York
and by depositing same enclosed in a postpaid properly addressed wrapper Ln a

(post office or official deposlto"y) under the exclusive care and custody of

the tlnlted States Pogt Offlce Department withln the State of New York.

firat deponent further says that the said addressee ia the (representative

of) petttloner herein and that the address set forth on said h'rapper is the laet

known address of the (repreaentative of the) petitioner.

Sworn to

AFFIDAVIT OP I.{AIIINC
OF }IOTICE OF DECISION
BY (CERTTFTED) HArr

l t Lf l3.I9th day

before me this



STATE OP IIElrt YORK
STATE TAX COM}IISSION

In the llatter of the Petition
:

of

IIANOVER MANAGEUIENT COMPANTY :

:
For a Redetermination of a l),efictency or
a Refund of Unincorporated Business
Taxes under Article(s)- fO-a of the
Tax Law for  the ( fear(s)hding August :31,  1953

t h r n r r g h  & r g r r s t  3 1  ,  1 0 6 O .

AFFIDAVIT OF UAITINC
OF NOTICE OF DECISION
BY (CERTTFTED) I{AIL

State of New York
County of Albany

Martha Funaro , being duly sworn, deposes and says that

she is an empLoyee of the Departnent of Taxation and Finance, over 18 years of

agel and that on the 19th day of December r 19 73, she served the within

lfotice of Decision (or Determinatlon) by (certified) mall r.rpon Isidore Falk

(representatlve of) the petitioner in the wlthirr

proceedin$, by encloeing a true copy thereof in a securely sealed postpaid

wrapper addressed as follows: Mrs. Isidore Falk

;(; H:::x;:,,*"usement 
companv

New york, NLw york
and by deposltlng sane enclosed in a postpald properly addressed rrrapper ln a

(post office or official deposltory) under the exclusive care and custody of

the United States Post Office Department within the State of New York.

That deponent further says that the said addressee is the (representative

of) petitLoner herein and that the address set forth on said h'rapper is the laet

known address of the (representatlve of the) petitLoner.

Sworn to before rne this

."" 19th day of Degemper , lgB
1 , ,  

/  . /  t /  , 7t #:r]'t----, :2,''-' r//-ft(*'
/ /  . /

/--"-] /( )^ \\--/ -Y
' ' - ' - "  ' ' '  2 - /Zz . t .<__- lD



STATE OF NEW YORK
STATE TAX COMXISSION

In the llatter of the Petitlon
:

of

HANOVER IVIANAGEMENT COMPAIilY :

:
For a Redeterrnination of a Deficiency or
a Refund oft lnincorporated Business :
Taxes under Articl-e(s) fO-a of the
Tax Law for the (Year(s)frrding August:31, 1953

_ through Auoust  31.  1960.

AFTIDAVIT OF MAITING
OF NOTICE OT DECISION
BY (CEnTrrrED) trAlr

State of New York
County of Albany

Martha Funaro , being duly swornl deposes and says that

she is an employee of the Departrnent of Taxation and Finance, over 18 years of

agel and that on the 19th day of December , 19 73, she served the within

llotice of Ilecision (or Determinatton) by (certtfied) maLl upon Anna Falk

(representatlve of) the petitioner in the wl.thirr

proceedin$, by enclosing a true copy thereof in a securely sealed postpaid

wrapPer addressed as follows: Mrs. Anna FaIk

;(s gillxfil,*u"usement companv
New York, Neltr York

and by deposltlng same enclosed in a postpald properly addressed rorapper Ln a

(post office or official deposltory) under the excLusive care and custody of

the United States Post Office Department withln the State of New York.

ltrat deponent further says that the said addressee ie the (representatlve

of) petitloner herein and that the address set forth on said wrapper is the laet

known address of the (representatfve of the) petltioner.

Sworn to before rne this

19th day of December , L973.,-,

).'+.+r r ' ':(,'
\  , /



s.TArF rAx cotrtMlsstoN
v la r ro  A .  v rocaccrno ,
APSI{}(XXXXXXXS .Qr pR E s I o Er{ r
A .  B R U C E  M A N L E Y

M I L T O N  K O E R N E R

Enc .

STATE OF NEW YORK

OF TAXATION AND FINANCE
BUILDING 9, ROO,| 2t4A

STATE CATPUS
ALBAITIY. N. y. t2226

AREA COOE 518
4 5 7 - 2 6 5 5 , 6 , 7

n1g1*!3 Albany, New york

Very truly yours,

DEPARTMENT
StAtt  YAr coMr. t33l0r

xer l rxc u l tY

EDf,ARD ROOX

tEcigTAtY T0
coMu ts3tot l

ADDTESS YOUi iEPLY TO

Oaados 19, 1tt3

hmtrr llnrymnt oqlm*'
369 Htr&Nf
fnr Xhr*, ;;r YrF*

llrrrtlmmr

Please take notice of the gftffif,lilI0f
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
section (s ) lS6! of ttre Tax Law, any
proceeding in court to review an adverse deci_
sion must be commenced within gS *yf
f rom the date of  th is  not ice.

tny inquir ies concerning the computation of tax
due or refund al lowed in accordance with this
decis ion or  concern ing any other  mat ter  re la t ive
hereto may be addressed to the undersigned.
These wilt  be referred to the proper pirty for
rep l y .

i(,,yV/a,i",/tF
Iigrl O. ffidht
HEARING OFFICER

Pet i t ioner '  s  Representat ive
Law Bureau



STATE OF NEV\I YORK

STATE TAX COMMISSION

In the Matter of the Application

o f

HANOVER MANAGEIVIEIIT COMPAITIY

for Revision or Refund of Unincorporated
Business Taxes under Art icle 16-A of the
Tax Law for the f iscal years ending
August  31,  1953 through August  31,  1960.

DETERMINATION

David Fa1k, Margaret FaIk, Chrarles FaIk, Charlotte FaIk,

Is idore Falk ,  Anna Falk ,  e t  E11. ,  ind iv idual ly  and as copar tnets  d/b/u

the firm name and style of Hanover Management Company filed applica-

t ions pursuant to sections 3B6j and 374 of the Tax Law for revision

of  assessments issued for  each f isca l  year  1953 througrh 1955 and

Lg57 through 1960, di ld for refund for the f iscal year 1956 of unin-

corporated business taxes imposed under Art icle 16-4 of the Tax Law-

TLre assessment  for  1953 was paid in  June L966.  TLre assessments for

the other years was paid on JuIy 20, L966. TLre amounts of refund

in  ques t i on  a re  $990 .00  fo r  each  yea r  1953  and  L954 ,  $1 ,320 .00  fo r

each  yea r  1955  th rough  1958 ,  $1 ,208 .00  fo r  1959  and  $L 'O74 .67  fo r

l _960 .

Said appl icat ions were denied on September T2,  L966,  and hear ings

were demanded.  A hear ing was duly  held on October  2L,  L969,  at  the

off ices of the State Tax Commission, BO Centre Street, New York City,

before Nigel G. Wright, Hearing Off icer. Ttre applicant was represented

by  S idney  Ge l fand ,  C .P .A .

fhre Income Tax Bureau was represented by Edward H. Best, Esq.,

appearing by Solomon Sies, Esq. The record of said hearing has been

duly examined and considered.
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ISSUE

TLre issue herein is whether the income of the applicant's

business for purposes of the unincorporated business tax should

include certain salaries received by the individual members of

the f irm from certain corporations related to the applicant.

FINDINGS OF FACT

1. Itre applicant, Hanover Management Company, is a partner-

ship formed in L945 by three brothers; Ctrarles FaIk, David Falk

and Isidore FaIk. Each brother together with his family held a

one-third interest. I trowever, the interest of each brother alone

was :  CLra r les  Fa Ik ,  3 /36 ,  Dav id  Fa lk ,  6 /36 ,  and  I s ido re  Fa lk ,  2 /36 .

Including other family members there are a total of thirteen part-

ners. Tkre purpose of the partnership was to combine the interest

of the three brothers and to distr ibute these interests among the

famil ies of the brothers. Ttr is purpose was recognized as valid by

the fnternal Revenue Service in 1953, subject to a l imitation as

to salaries to be drawn by the Falk brothers. I 'he Federal Internal

Revenue Service has agreed with the applicant that the applicant

partnership would be recognized for the purpose of shift ing income

to lower bracket family members but that, the income attributable

to the direct services of each of the brothers should not be subject

to such shift ing. To accomplish this, each brother was assigned a

"preferent ia l  draw" or  "saIary"  to  be paid by the appl icant  par tner-

sh ip before prof i ts  were d is t r ibuted to  a l l  par tners.  These sa lar ies

were ca lcu lated on the basis  of  a  va lue of  serv ices of  each brother

on  a  fu l l - t ime  bas i s  o f  $25 ,000 .00  a  yea r ;  and ,  acco rd ing l y ,  t he

salaries already received by each brother were credited against

such sum.

2. The operations of the applicant involve both real estate

and texti les. These operations have been described in part to be

similar to those of a holding company. TLre applicant owns al l  of
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the stock of Hanover Management Corporation which in turn ohtns

stock in  severa l  corporat ions each owning investment  rea l  estate.

Both the Hanover Management Corporation-and the applicant manages

the real estate owned by the separate corporations and receive

managemenL fees for  the i r  serv iees.  The appl icant  a lso owns a l l

of the stock of Milo Texti le Corporation which engaged in the

manufacturer of texti les. The sell ing for Milo Texti le is done

by a partnership, the Milo Mil ls Gompany, which in al l  pert inent

respects  is  ident ica l  wi th  and the a l ter  ego of  the appl icant  f i rm.

Ttre applicant had interest in other f irms including the Easterly

Co. Ltd. and the Westerly Co. Ltd. and Clrestertown Mil ls, Inc. The

first two are not pert inent to this proceeding. TLre last, Chestertown

Mi l ls ,  Inc.  is  apparent ly  a  successor  in  in terest  to  the assets of

Mi lo  Text i le  and wi l l  be t reated as such.

3.  The appl icant  f i led returns for  un incorporated business

tax. The income and expenses of Milo Mil ls Company was combined

with applicant's income and expenses for the purpose, though for

Federal income tax purposes, they had f i led separate partnership

returns.

4.  The FaIk brothers received cer ta in  sa lar ies,  which are here

in question, from ttre Hanover Management Corporation and by the Milo

Text i le  Corporat ion.  For  the years 1953 through 1958,  these sa lar ies

were  $12 ,000 .00  each  to  Char les  and  I s ido re  Fa lk  and  $9 ,000 .00  to

Dav id  Fa Ik  fo r  a  to ta l  o f  $33 ,000 .00 .  Fo r  1959 ,  t he  sa la r i es  were

$ tO ,600 .0O each  to  CLra r les  and  I s ido re  Fa lk  and  $9 ,000 .00  to  Dav id

Fa lk  fo r  a  to ta l  o f  $30 ,200 .00 .  Fo r  1960 ,  t he  i nd i v idua l  b reakdown

is  no t  ava i l ab le  bu t  t he  to ta l  was  $26 ,866 .66 .

5.  Tt re Falk  brothers a lso received cer ta in  other  sa lar ies.

fhese were paid by the applicant either in i ts own name or in the

name of the Milo M:i l ls Company. These are not directly in issue

sinee they are added back to the income of the applicant for
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purposes of the unincorporated business tax, though not for the

personal income tax. However, they are related to the salaries

which are in  issue.

The  sa la r i es  pa id  i n  t he  name o f  M i l o  M i l l s  were  $10 ,000 .00

each to CLrarles and Isidore Falk. f tre salaries paid in the name

of  the appl icant  were ca lcu lated wi th  reference to  a l l  o ther

salaries paid and were set at a sum so that each brother was

c red i ted  w i th  a  to ta l  sa la ry  o f  $25 ,000 .00  i n  each  yea r .  Fo r

the years 1953 through 1958,  these sa lar ies amounted to  $3,000.00

each to Cl rar les and Is idore Falk  and $16,000.00 to  David FaIk.

6 (a) .  The sa lary  s t ructure dur ing the years 1953 through 1958

bras  fo l l ows :
Char les Falk  David Falk

$9 ,  000  .  00

fs idore Falk

Hanover Mgmt. Corp.

Mi lo  Text i le  Corp.

Milo Mil ls Company

Balance from applicant

TOTAL

$ I2 ,  000 .  0o

10 ,  000 .  00

3 ,  000 .00

s25 ,  000 .00

$12 ,  000 .0o

I0 ,  000 .00

16 ,  000 .  00  3  ,  000 .  00

$25 ,000 .00  $25 ,  000 .00

6  (b ) .  Du r ing  1959 ,  t he  $12 ,00O.00  pa id  CLra r les  and  I s ido re

Falk  by Mi lo  Text i le  Corporat ion was replaeed by $I0,600.00 paid

to each by Clrestertown Mil ls, fnc. During 1960, the exact break-

down of salaries is not determinable from the record but presurnably

is about the same as in previous years.

7 (a) . f tre applicant partnership was formed in 1945, by the

contribution to i t  of al l  of the stock in the Hanover Management

Corporation by the Falk brothers. In L952, the applicant acquired

from the Falk brothers their LOO% ownership interests in the Milo

Mil1s Company which thereafter lras operated as a "subsidiary" of

the appl icant  f i rm.  AIso,  d t  or  around L952,  the appl icant  became

owner of the entire capital stock of the Milo Texti le Corporation.
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7 (b). Hanover Management Corporation was formed in 1937 or

1938.  The Falk  brothers bought  out  outs ide in terests  before 1944.

fn L945, the FaIk brothers contributed their stock to the Hanover

Management Company, a partnership composed of the three brothers.

The business of  the corporat ion was invest ing in  rear  estate,

mainly apartment houses, each property of which was generally

separately incorporated. It  also managed the real estate owned

by these separate corporat ions.  r t  d id  no business for  anyone

e lse .  Dav id  Fa lk  rece i ved  a  sa la ry  o f  99 ,000 .00  a  yea r  f rom the

corporation for his services. Tkre corporation withheld taxes and

socia l  secur i ty  f rom such sa lary .

7 (c) .  Mi lo  Mi l ls  is  a  par tnership formed or ig ina l ly  in  1933

by Isidore Falk and Milo Dornbush. By L952, the three Falk brothers

each held a two-ninths interest and Milo Dornbush held a one-third

in terest .  In  L952,  Mi lo  Dornbush's  j -n terest  was bought  out  complete ly

by Hanover Msnsgement Company and the brothers contributed their

partnership interest to Hanover Management company. Milo Mitrs

originally manufactured and sotd knit goods but the manufacturing

business was t ransferred to  Mi lo  Text i le  Corporat ion and Mi lo  Mi t1s

became only a sel l ing agent for Milo Texti le Corporation. In the

years in question, 1953 through 1960, Milo Mil ls and Hanover Manage-

ment combined their income and expenses for New York unincorporated

business tax purposes but  f i led separate Federa l  par tnership returns.

Is idore Falk  and Ctrar les FaIk drew $I0,000.00 a year  each f rom Mi lo

Mi l ls ,  Is idore Falk  d id  the se l l ing for  the business.

7 (d) .  Mi Io  Text i le  Corporat ion was formed in  1939 or  1940.

I t  was a manufacturer  o f  ha i r  nets  and kn i t ted products ,  a l l  o f

which was sold through Milo Mil ls Company. Ihe Falk brothers

contributed their interest in the corporation to the taxpayer

partnership. UntiI  L952, l t i lo Dornbush had an interest in this

business, but he was bought out on March 1, L952, by Hanover Manage-

ment  Company.  From 1953 to 1956,  i t  had of f ices at  569 Broadway,
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Manhattan, and since then has sole off ices in Canarsie, Brook1yn.

Charles Falk is the production director and Isidore Falk does the

buy ing  fo r  t he  bus iness .  Each  rece i ves  $12 ,000 .00  a  yea r  i n  sa la ry

from which taxes and social security are withheld..

B. TLre taxpayer partnership and the related business have their

off ices on the fourth f loor of the buildings at 569 Broadway, Manhattan.

The text i le  in terests ,  Mi lo  Mi l ls  and Mi lo  Text i les,  have the i r  o f f ices

on one par t  o f  the f loor  and the real  estate in terests ,  Hanover

Management Corporation and Hanover Ivlanagement Company, have its

of f ices on another  par t  o f  the f loor .  The real  estate in terests

were under the supervision of David FaIk. They have a conrmon tele-

phone and each division pays iLs own share of the biII .  Each of

these two separate interests had its own employees and kept i ts own

books.

9. f tre salaries paid by the corporation were subject to with-

holding and were for serviees actuatly rendered. trhey had been paid

by the corporations for periods of t ime long antedating the formation

of the applicant partnership. The salaries received by each brother

were retained by him and did not benefit  the other brothers.

10. The corporations had each paid a franchise tax under Art icle

9-A of the Tax Law. Ttre corporations had paid no dividends over the

years.  However ,  no a l tegat ion has been made that  the modest  sa lar ies

here in  issue are d isguised d iv idend,s.

11.  Except  for  major  pot icy dec is ions,  David Falk  conf ined h is

activit ies to the real estate operations of both the applicant and

the Hanover Management Corporation. His only salaries htere from

those two sources-  L ikewise,  char les and rs idore Fark each conf ined

thei r  act iv i t ies to  the text i le  s ide of  the business.  Each received

a salary from Milo Mil ls and from MiIo Texti le Corporation plus a

"d i f ferent ia l "  f rom the appl icant  f i rm,  wi th  CLrar les Falk  being in

charge of production for the MiIo Texti le Corporation and Isidore Falk

being the purchaser for MiIo Texti le and the salesman for MiIo Mil ls.

$/trat Ctrarles Falk does for Milo Mil ls does not appear in the record.
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Itre salaries received by David and Isidore Falk were for

services which were similar in nature to the services performed

by the applicant partnership and such salaries must be regarded

as part of partnership income. David FaIk managed real estate

for both the applicant and the Hanover Management Corporation.

Isidore Fatk bought and sold texti les for both the applicant,

under the name of Milo Mi11s, and for the MiIo Texti le Corpora-

t ion. The services performed by Charles Falk as a production

man for Milo Texti le Corporation appear to be unrelated to any

services performed by the applicant and his salary can be excluded

from the appl icant 's  income.

DATED: Albany, New York

Decenilcer L9, L973

STATE TAX COMMISSION

n k,\ULLIT
SSIONER

COMMISSIONER


