STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the:xPetixton Application
b

of
. AFFIDAVIT OF MAILING
W
STRAUS, BLOSSER & McDOWELL OF NOTICE OF DECISION
. BY (CERTIFIED) MAIL

For a Redetermination of a Deficiency or

a8 Refund of Unincorporated Businesss

Taxes under Article(s) 16A of the

Tax Law for the (Year(s) 1951 through :
1959

State of New York
County of Albany

Martha Funaro » being duly sworn, deposes and says that
she is an employee of the Department of Taxation and Finance, over 18 years of
age, and that on the 11th day of July s 1973, she served the within
Notice of Decision (or Determination) by (certified) mail upon Straus, Blosser

McDowell (representative of) the petitioner in the within
proceeding, by enclosing a true copy thereof in a securely sealed postpaid
wrapper addressed as follows: Straus, Blosser & McDowell

' 305 North Michigan Avenue
Chicago, Illinois 60601
f and by depositing same enclosed in a postpaid properly addressed wrapper in a
| (post office or official depository) under the exclusive care and custedy 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) petitioner herein and that the address set forth on said wrapper is the last

known address of the (representative of the) petitiomer.

Sworn to before me this
11th day of July » 1973, > M

e T Lo




STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of thexPexitdom Applications
$
of

FREDERICK W. STRAUS-ARTHUR S. GROSSMAN- (BY HOMER L.AFFIDAVIT OF MAILING
GROSSMAN, As Trustee)_-C. EDWIN MERCIER-MINTON M. oF NOTICE OF DECISION

CLUTE-MACKENZIE C, BAIRD- j ]
STRAGS, TBIOSSER S MoSoRg ) PArtner in gy (CERTIFIED) MAIL

For a Redetermination of a Deficiency or

a Refund of Unincorporated Business:

Taxes under Article(s) 16A of the

Tax Law for the (Year(s) 1951 through:
1959

State of New York
County of Albany

Martha Funaro , being duly sworn, deposes and says that
she is an employee of the Department of Taxation and Finance, over 18 years of
age, and that on the 11th day of July s 1973 , she served the within
Notice of Decision (or Determination) by (certified) mail upon SEE ATTACHED LISTING
(representative of) the petitioner in the within
proceeding, by enclosing a true copy thereof in a securely sealed postpaid

wrapper addressed as follows: SEE ATTACHED LISTING

and by depositing same enclosed in a postpaid properly addressed wrapper in a
(post office or official depository) under the exclusive care and custedy 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) petitioner herein and that the address set forth on said wrapper is the last

known address of the (representative of the) petitiomer.

Sworn to before me this W )
11th day of July ‘ y 1973 C A M)

6%77//%4«, ‘fé///ézow’
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Frederick W. Straus

c/o Bernard Weisberg, Esq.
Gottlieb & Schwartz

111 W. Jackson Blvd.
Chicago, Illinois

Arthur S. Grossman

.c/o Homer L. Grossman, Executor
305 North Michigan Avenue
Chicago, Illinois 60601

C. Edwin Mercier
1255 Buckingham
Grosse Point, Michigan

Minton M. Clute
33 Whitcomb
Grosse Point, Michigan

Mackenzie C. Baird
Oak Hill Road
Clarkston, Michigan



STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the:Betikion Application
:

of
STRAUS, BLOSSER & McDOWELL L o Mo
: BY (CERTIFIED) MAIL

For a Redetermination of a Deficiency or
a Refund of Unincorporated Business

Taxes under Article(s) 16A of the
Tax Law for the (Year(s) 1951 through :
1959

State of New York
County of Albany

Martha Funaro , being duly sworn, deposes and says that
she is an employee of the Department of Taxation and Finance, over 18 years of
age, and that on the 11th day of July » 1973, she served the within

Notice of Decision (or Determination) by (certified) mail upon William F. O'Connor,
Esq.
(representative of) the petitioner in the within

proceeding, by enclosing a true copy thereof in a securely sealed postpaid

William F. O'Connor, Esqg.
c/0 Kramer, Marx, Greenlee &
Backus, Esgs.

29 Broadwaﬁ
New York, New York 10006
and by depositing same enclosed in a postpaid properly addressed wrapper in a

wrapper addressed as follows:

(post office or official depository) under the exclusive care and custedy 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) petitioner herein and that the address set forth on said wrapper is the last

known address of the (representative of the) petitiomer.

Sworn to before me this .
11th day of July » 1973, . ,
Cf£§€;¢%/ﬂ~7{/o//6éﬁ7t/
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STATE OF NEw YORK STATE TAX COMMISSION
DEPARTMENT OF TAXATION AND FINANCE

BUILDING 9, ROOM 214A

EDWARD ROOK

. STATE CAMPUS SECRETARY TO
STATE TAX COMMISSION ALBANY, N. Y. 12226 COMMISSION
NORMAN F. GALLMAN, Wlllwe¥ PRESIDENT AREA CODE 518

A. BRUCE MANLEY 457-2655,6, 7
MILTON KOERNER ADDRESS YOUR REPLY TO

Dated: Albany, New York
July 11, 1973

S8traus, Biosser & McDowell
305 North Michigan Avenue
Chicago, Iilinois 60601

Gentlemen:

Please take notice of the COMSOLIDATED DETERMINATION
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Section (s) 3863 of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 90 Days

from the date of this notice.

Any inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
These will be referred to the proper party for

reply.
Very truly vyours,
. 7 S
A 2 / 7
Nigel G. Wright
Enc. HEARING OFFICER
cc: Petitioner's Representative

Law Bureau




STATE OF NEW YORK

STATE TAX COMMISSION

: HEARING UNIT
DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, ROOM 214A EDWARD ROOK
' STATE CAMPUS SECRETARY To
STATE TAX COMMISSION ALBANY, N. Y. 12226 COMMISSION
NORMAN F. GALLMAN, MSEEES PRES(DENT AREA CODE 518

A. BRUCE MANLEY 457-2655, 6, 7
MILTON KOERNER ADDRESS YOUR REPLY TO

ated: Albany, New York

July 11, 1973
Frederick W. Straus
c/0 Barnard Waisbery, Req.
Gottliedb & Schwartz
111 W. Jackson Blvd.
Chicago, Illinois

Dear 8ir:
Please take notice of the COMSOLIDATED DETRRMINATION

of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Section(s) 3863 of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 490 Days

from the date of this notice.

Any inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
These will be referred to the proper party for

reply.
Very truly vyours,
)7 S R e
]fé ~y YO Z’b m«)/\/f
Nigel G. Wright
Enc. HEARING OFFICER

cc: Petitioner's Representative
Law Bureau




STATE OF NEW YORK

STATE TAX COMMISSION

H T
DEPARTMENT OF TAXATION AND FINANCE e
BUILDING 9, ROOM 214A EDWARD ROOK
: STATE CAMPUS SECRETARY T0
STATE TAX COMMISSION ALBANY, N. Y. 12226 coMMISsIoN
NORMAN F. GALLMAN, Mol PRESIDENT AREA CODE 518
A. BRUCE MANLEY 457-2655, 6, 7
MILTON KOERNER ADDRESS YOUR REPLY TO

Dated: Albany, New York

July 11, 1973
Arthur 8. Groseman
c/c Homer L. Grossman, Sxecutor
305 Horth Michigan Avenue
Chicago, Illinois 606N

Dear Mr. Groosmans
Please take notice of the COMSOLIDATRED DETEMIINATION

of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Section(s) 3863 of the Tax law, any
proceeding in court to review an adverse deci-
sion must be commenced within %0 Dayse

from the date of this notice.

Any inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
These will be referred to the proper party for

reply.

Very truly yours,

) e
'Y P 74 /
?//, o, }LJ\ — }/L- L, 4,/'/\,/
/ v %

Nigel G. Wright

Enc. HEARING OFFICER

cc: Petitioner's Representative
Law Bureau



STATE OF NEW YORK

STATE TAX COMMISSION

HEARING UNIT
DEPARTMENT OF TAXATION AND FINANCE e !
BUILDING 9, ROOM 214A EDWARD ROOK
, STATE CAMPUS SECRETARY T0
STATE TAX COMMISSION ALBANY, N. Y. 12226 COMMISSION
NORMAN F, GALLMAN, Mmmwe PRESIDENT AREA CODE 518

A. BRUCE MANLEY 457-2655.6, 7
MILTON KOERNER ADDRESS YOUR REPLY TO

2ateds Albany, New York
July 11, 1973

C. Bdwin Merciar
1255 Buckingham
Grosse Point, niehigm

Doar Mr. Mercier:

Please take notice of the CONSOLIDATED DETERMINATION
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Section (s) 3863 of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 90 Days

from the date of this notice.

Any inquiries concernlng the computation of tax
due or refund allowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.

These will be referred to the proper party for

reply.
Very truly yours,
, W//L [ Y L «7/ /
Nigel G. Wright
Enc. HEARING OFFICER
cc: Petitioner's Representative

Law Bureau




STATE OF NEW YORK
DEPARTMENT OF TAXATION AND FINANCE

BUILDING 9, ROOM 214A

ar STATE CAMPUS
STATE TAX COMMISSION ALBANY, N. Y. 12226

NORMAN F. GALLMAN, #emam8 PRESIDENT AREA CODE 518

A. BRUCE MANLEY 457-2655, 6, 7

MILTON KOERNER
Dateds Albany, New York
July 11, 1973

Mackenzie C. Baird
Oak Hill Road
Clarkston, Michigan

Dear Mr. Bairzrd:

STATE TAX COMMISSION
HEARING UNIT

EDWARD ROOK

SECRETARY TO
COMMISSION

ADDRESS YOUR REPLY TO

Please take notice of the CONSOLIDATED DETERMINATION

of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Section (s) 3863 of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 90 Days

from the date of this notice.

Any inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
These will be referred to the proper party for

reply.
Very truly yours,
Hog P T
Nigel G. Wright
Enc. HEARING OFFICER
cc: Petitioner's Representative

Law Bureau



STATE OF NEW YORK

DEPARTMENT OF TAXATION AND FINANCE

BUILDING 9, ROOM 214A EDWARD ROOK

, STATE CAMPUS SECRETARY To
STATE TAX COMMISSION ALBANY, N. Y. 12226 * COMMISSION

NORMAN F, GALLMAN, SR PRESIDENT AREA CODE 518

A. BRUCE MANLEY 457-2655,6, 7
MILTON KOERNER ADDRESS YOUR REPLY TO

Dated: Albany, New York
July 11, 1973

Minton M. Clute
33 wWhitcomb
Grosse Point, Michigan

Dear Mr. Ciute:

Please take notice of the CONSOLIDATED DETERMINATION
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Section(s) <38 of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 90 Days

from the date of this notice.

Any inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
These will be referred to the proper party for

reply.
Very tfuly yours,
oy o
ZaLﬂL/4§’CL,Aﬁ7¢%ST\
Nigel G. Wright
Enc. HEARING OFFICER

cc: Petitioner's Representative
Law Bureau

STATE TAX COMMISSION



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Application
of
STRAUS, BLOSSER & McDOWELL
for Revision or for Refund of Unincorporated

Business Taxes under Article 16A of the Tax
Law for the Years 1951 through 1959.

In the Matter of the Applications
of

FREDERICK W. STRAUS
ARTHUR S. GROSSMAN
(BY HOMER L. GROSSMAN, AS TRUSTEE)
C. EDWIN MERCIER
MINTON M, CLUTE
MACKENZIE C. BAIRD
(each being a partner in STRAUS,
BLOSSER & McDOWELL)

for Revision or for Refund of Personal Income

Taxes under Article 16 of the Tax Law for
the Years 1951 through 1957 and 1959.

'y

..

v

CONSOLIDATED
DETERMINATION

Straus, Blosser & McDowell filed an application under

sections 386 (j) and 374 of the Tax Law for revision of separate

yearly assessments each issued under date of September 7, 1965,

for the years 1951 through 1959 for unincorporated business

taxes under Article 16A of the Tax Law.

Frederick W. Straus, Arthur S. Grossman by Homer L. Grossman,

his trustee, C. Edwin Mercier, Minton M. Clute and Mackenzie C.

Baird, (each being a partner in the form of Straus,

Blosser &

McDowell), filed applications under section 374 of the Tax Law



for revision of yearly assessments issued against each under
date of September 7, 1965, for personal income taxes under
Article 16 of the Tax Law for the years 1951 through 1957 and
1959.

Said applications were denied and demands for a hearing
were filed. A hearing was duly held on October 21, 1970, at
the offices of the State Tax Commission, 80 Centre Street,

New York City, before Nigel G. Wright, Hearing Officer.
William F. O'Connor, Esqg., of Kramer, Marx, Greenlee & Backus,
appeared (as is further explained in the findings of fact) on
behalf of applicants Edward H. Best, Esg., appearing by Francis X.
Boylan, Esg., represented the Income Tax Bureau. The record
of said hearing has been duly examined and considered.

ISSUE

The primary issue in this case is whether a brokerage
firm's income allocable to New York should be computed on a
direct accounting basis or by a formula method under section
386 (g) of the Tax Law. A secondary issue is the allowance of
certain expenses under the direct method of accounting. Each
individual partner concedes that the issues involved in his
personal income tax liability are entirely derivative from the
liability of the firm.

FINDINGS OF FACT

1. Straus, Blosser & McDowell was a securities broker

with its main office in Chicago, Illinois. It opened an office




- 3 -
in New York in 1951 primarily for trading in over-the-counter
securities. The New York office was managed by an employee of
the firm. This office was continued until at least 1963.

2. The firm did not at any time file an unincorporated
business tax return in New York.

3. The individual applicants were partners in Straus,
Blosser & McDowell. They are all nonresidents of New York.
They did not at any time file New York personal income tax
returns.

4. The assessments in issue were computed on the assump-
tion, conceded by taxpayer to be true, that the manager of
the New York office was compensated at the rate of 50% of the
profits of the New York office as computed by the firm. Certain
deductions not shown in the firm's computation were offered to
taxpayers if the amounts involved could be determined from the
firm's Federal tax return. Taxpayers have failed to produce
such return or to offer any alternative evidence. No evidence
has been produced to show that the formula method of accounting
would be superior in this case. Even under the formula method
the firm's computations show that some tax would be due for
the years 1952 and 1954 through 1958 though not so much as under
the direct method of accounting.

5(a). The amounts of the assessments in issue and the taxable

years to which they pertain are as follows:

Interest to
Tax September 7, 1965 Penalty Total

Straus, Blosser &

McDowell 1951-1959 $12,253.96 $12,224.44 $612.75 $25,091.15




Interest to

Tax September 7, 1965 Penalty Total
Frederick W. Straus
1954-57, 1959 $780.51 $863.00 $39.03 $1,682.54
Arthur S. Grossman
1951, 1954-57, 1959 $440.44 $422 .30 $22.01 $884.75
C. Edwin Mercier
1952~57, 1959 $3,480.84 $2,827.62 $174.05 $6,482 .51
Minton M. Clute
1954-57, 1959 $879.24 $699.47 $43.94 $1,622.65
Mackenzie C. Baird
1952-57, 1959 $580.80 $502.58 $29.02 $1,112.40

5(b). The penalty and interest is imposed under section 376(a)
of the Tax Law and is computed at a penalty of 5% of the basic
tax due plus interest at 1% per month.

6. A preliminary notice of hearing was sent on February 5,
1970, and further notices were sent for hearing dates on May 7,

1970, and on October 21, 1970. These notices were sent to the

firm at its last known address; 305 North Michigan Avenue, Chicago,

Illinois, and to another address also on file; 39 South LaSalle
Street, Chicago, Illinois. Notices were also sent to Frederick W.
Straus and Arthur S. Grossman, at the same addresses in care

of the firm, the only address on file for either of them. All

of said notices were returned by the post office as undeliverable.
Notices were also sent to C. Edwin Mercier, Minton M. Clute and
Mackenzie C. Baird each at 666 Penobscot Building, Detroit 26,
Michigan, the last known address for each. Said notices were

apparently delivered.



- 5 -

7. An appearance was made at the hearing by William F.
0'Connor, Esg., of Kramer, Marx, Greenless & Backus. Mr. 0O'Connor
had filed the applications for each of the taxpayers, herein,
he had powers of attorney from Straus, Mercier, Clute and Baird
and had represented them in prior proceedings. At the hearing,
however, Mr. O'Connor stated that his representation had ceased
with respect to everyone except Mackenzie C. Baird, for whom
he was appearing.

CONCLUSIONS OF LAW

As to the firm the burden of proof has not been met that
the assessments are incorrect. As to the individual partners,
there is no issue of law or fact remaining. Furthermore, the
individual partners with the exception of Mr. Baird are in default
in this proceeding.

The assessments including the penalties are found to be

correct and are due.

DATED: Albany, New York STATE TAX COMMISSION

July 11, 1973 77/ (/Q
{ L B i //r' 'é I, B y—

COMMISSIONER .

- - (/{4//,, 'Ic oy C(,

COMMISSIONER

\f\,mm, o —

COMMISSIONER



. Magust 3, 1973

B Sy .

 Detroit, Michigan 48226 |

| | Re: G, Bdwin Mercier |

Dear 8irxs | ,
This is in response to your letter of é’uly 19, 1973,

. fhe basic tax aoatrovouy involved was an mttnq

o mf:hod anployed by the Straus, Slosser & McDowell fiym 2
- which affected its proportion of Mew York income to total = .
income. This led to an incresse in New York tax due from

the firm under our uninasorporated dusiness tax and also

wmmmummuammmmmum&

our personal income tax. We "consolidate” cases for hear- -
inqmduviwbymeominmm as here, the simw
tmt. and transactiona pertain to all matters uudo: rov!.u.

As tzo time limitations, New York law provides for
assessments gt any time when no returns are filed which.
was the case here. Once the assessmant is timely made,
there is no time limitation om a final determination
the Commission. I can appreaiate your auriosity on ‘N

point and your client's poasidle vonsternation about m o

long delay in thia case. The faot is that we have unly
. three hearing officers to cover the whole State of New -
~ York and an eight year delxy between nmtmt and smz

. determination ia not muml.

Mow for scme more bad news and possibly some qeod

news. There is another decision of the Commiseion against Co
your alient. That relates to the sams matter for the youf o

. 1961. A separate "decision® was prepared for that year
- wince liability is govexned by ouxr "new" income tax law
effective since 1960. :l - mletmq a oopy if you doa't
' slremdy have one.







William J. McBrearty, Heq. -2 . Mugust 3, 1973

The possible good news is that I remember that
Mr. O'Conner, whose appearance is noted in the deter-
mination, stating that there was some kind of agreememt
that one of the partners, possibly the Straus estate,
was going to pick up the tadb for at least some, if mot
all, the partners. You might write him, his address is:
29 Broadway, New York, New York.

Very truly yours,

Nigel G. Wright
NGW/maf Bearing Officer
Enclosure ‘




WirriaMm J. McBREARTY
ATTORNEY AND COUNSELOR
3180 PENOBSCOT BUILDING

DETROIT, MICHIGAN 48226

TELEPHONE. 962-9717

July 19, 1973

Nigel G. wright, Hearing Officer
State of New York

Department of Taxation And Finance
Building 9, Room 214A

5tate Campus

Albany, N.,Y. 12226

Dear Mx, Wright:

The writex represents C. Edwin Mercierx, of 1255 Buckingham,
Grosse Pointe, Michigan, who has received notice that the
Department of Taxation and Finance of the State of New York,
is claiming that he as an ex partnexr of Straus, Blossex

& McDowell, owes New York, $6,482.51 (tax=-interest-penalty).

The cover letter which accompanied a '"Consolidated Determination',
of the State Tax Commission of New York states, '"any inquirieSeese
may be addressed" to yourself.

These questions bothexr me, why did the Commission, of which

you are a hearing officer, determine that C.E.Mercier, a N
partner in a defunct brokerage firm, was liable to New Yoxk >
for taxes? ’

A. Was it because (allegedly) the firm did not file an
"unincoxrporated business tax return in New YoxK?

B. Was it because as non residents of New York they did not
file (allegedly) "New York personal income tax retuxrns''?

I gather that your Commission has decided that this ex brokerage
firm and various members, owed the State of New York income
taxes, 1951 thrxu 1¢59, the "Determination' stating C.E.Mercier
allegedly owes $6,482,51 (1952-57, 1959). Is there a statute

of limitations, in New York which govexns State claims (as well
as individual or corporate claims)?

Your early reply to the above will be appreciated by my client
and by myself,

Very tfruly yours 5
b

WIM/dm A williat J. McBreax




WIiLLiAaM J. McBREARTY
ATTORNEY AND COUNSELOR
3180 PENOBSCOT BUILDING

DETROIT, MICHIGAN 48226

Nigel G, Wright, Hearing Officerx
State of New York

Department of Taxation And Finance
Building 9, Room 214A

State Campus

Albany, N.Y., 12226




. STATE OF NEW YORK B sTAT!VTAl COMMIS.SION
DEPARTMENT OF TAXATION AND FINANCE

' BUILDING 9, ROOM 214A EDWARD ROOK ,
: STATE CAMPUS SECRETARY TO
STATE TAX COMMISSION ALBANY, N. Y. 12226 COMMISSION
NORMAN F. GALLMAN, qmil® PRES|DENT AREA CODE 518
A. BRUCE MANLEY 457-2655, 6, 7
MILTON KOERNER ADDRESS YOUR REPLY TO

Dated: Albany, New York
July 11, 1973

Straus, Blosser & McDowell
305 North Michigan Avenue
Chicago, Illinois 60601

Gentlemen:

Please take notice of the CONSOLIDATED DETERMINATION
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Section(s) 3867 of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 90 Days

from the date of this notice.

Any inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
These will be referred to the proper party for

reply.
Very truly yours,
Y !5 7 T
,} A L//{J,{,Lj / v/q/j//v"
Nigel G. Wright

Enc. HEARING OFFICER

cc: Petitioner's Representative
Law Bureau




STATE OF NEW YORK

 'STATE TAX COMMISSION

 In the Matter of.the”ﬁppifoationw,

| STRAUS. BLossER & McDOWELL :

" for Reviaion or fat Refund of Upincorporatgdf Ve D
Business ‘Taxes under Article 16A of the Tax

‘ Law for the Yoars 1951 through 1959. o Sy
In the Matter of the Applications p.
of L e Y
FREDERICK W. STRAUS . - = &
~ ARTHUR S. GROSSMAN - .
- (BY HOMER L. GROSSMAN, AS TRUSTEE) RN
' C. EDWIN MERCIER. LT
- MINTON M. CLUTE ST
| MACKENZIE C. BAXRD -~~~ ¢ ...
(each being a' partner in STRAUS. R IR T

BLOSSER & MGDOWELL)

for Revision or for, Refund of Personal Income - .
Taxes under Article 16 of the Tax lLaw for . &
the Years 1951 through 1957 and 1989, -

 Straus, Bloaser & Mobowell filed an application unde:

g sections 386(3) and 374 of the Tax Law for revision of sepqzatn

yearly auneslments each isaued under date of September 7. 1965,'Foﬁfg3¥f
- for the years 1951 through 1959 for unincorporated busineit
taxes under Article l6a ot the Tax me LT

Frederick w. Strauo. Arthur s. Grossman by Homar L. Grootuan

his truatoe. C. Edwin Mercier. Minton M.,clutc and uackenzie c‘ ;

Toaaird, (each beinq a partner 1n thé form of Straus. Bloetﬁ

'-McDowell). filed applicationq under loction 374 of the Tax Law
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datc of September 7, 1955‘ for perlonal 1ncome taxoa under ;
"”‘*,;1959. ‘

‘ f{é'were filed A heuring was duly held on Octoher 21. 1970.‘at e

‘““”fthe offices of the State Tax’ COmmiasion, 80 CQntre sercet.

~ -~ s
- - . o
: .
. T,
. oL
‘EX . E
. -
# R

_2_

j:'for revision of yearly aaaeaumontl 1ssu¢d agalnst each ﬁnder v‘i é7i’]‘

";-Arcicze 15 of the Tax Law for the years 1951 through 1957 and«'?'f f* f_;j{

Said applicatinhs were deniad and demands for a heari

1. New Yor:k city, hefore mgel G. w:iqht. uearinq Ofﬂcem SO

” 53 §appeared (as is further explained in thc findinga ot faeE) on -

'“,  11rm'l income allocahle to New Ybrk lhould be computed on- a wgﬁ;f,t '

’ ﬁ?iwilliam F. 0'connor. Esq.. of xramer. Marx, Graenlee & BBCkua,~; ;;;_; L

‘behalf of applicanta Edward H. Best, an.. appearing hy fmancih x;{;}ﬂkiy;f

"‘ Boy1an. Esq.. represented the Income Tax Bureau. The rqcord
"1of said hearing has been duly oxamlned and aonuidered
, - 4 ISSUE iy T

" fThe pximary issue in thia case ia whether a brokerage

lbﬁit'direct aCCOﬂnthg ba'i' or bY a formuln method undet section ~=:*1’°'

7;, 386(g) of the Tax Law. A secondary istua is1the.allowhnce o£

'v7_fpersonal incoma tax,liability are entirely darivatlve from the “

!=;certain expeases under the dixect method of accounting. Eadh

,individual partner concedea that the issues anolved in ht%

“r liability of the fixm.:;&*aﬂ%ﬁ*%i;_ »
FINDINGS oy FACT
'7*17553ttaﬁs. Blosser & Mcnowall was a cecuritiaa broktr Lfnéf

"“ with its main office in chicago. Illinois. It opaned an oftlce
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’:~*{years to. which they pertain are a. followc:

'inynew York in 1951 primarily for trading in over~zhe-eounter
leauritiu:.‘ The New Ybrk officc was managed hy aa employen}atg;b;i’7é
- the firm. This office was continued until at lealt 1963.w7
;  2- fhe firm did nat at any time fila an" unincﬁrporated o
busineaa tax return in New York. - | | | j  ) |
3. The individual applicants were partnera 1n Straut,1
 ‘31c§sér & McDowell. They are all nonresidenta of New thk.é
  They did not at any time filc New Ybrk personal incune tax gt

returns.

4. The as;esamentn 1n 1aa§e were computed oﬁﬂthe as'uﬁ;~
| tion. conceded by taxpayer to be true. that the manager oﬁlk
_ the New York office wasg compensatad at the rate of 50%. oriﬁhe;‘
 profit8 of the New Ybrk ‘office as cqmputed hy the tirm.f%i;;i;_

f;deductiona not shown in.the firm' computation wure offoredgi

' taxpaVers if the amounts involved could be determined fromwvh! i{ L s7°’

firm:%t Federal tax return'y Taxpayers have fai.led to produee |

_such return or to °f£*r a"Y alternative avidenea.:"gaﬁév{“q

" would be supexior 1n this ca:e.¢ Even; unaor the fonmull f‘

{

L %,‘,}Q: -

g“;the direct method of accounting.

S(a) The amounts of the aa-eusulnts 1n 1lsue and the taxahle

ot ‘~'f‘-Interelt,to-* R
Tax ,Segteuher57, 1955 Py
Straus, Blosler & L el e

~ McDowell 1951-1959 $12,253. 96 $12 224 44 C8612,78

““““““






‘fi1970, and further notices were aent for hearing dates on Muy 7.

: Interest to , Ll
Tax egtegggr 7: 1965 naltz ;vTotgl

Frederick W. Straus

1954-57, 1959 $780.51 - $863.00 $39.03 §1,682.54

Arthur S. Grossman

1951, 1954-57, 1959 $440.44 . - $422.30 $22.01 ;5'3354579"f

- C. Edwin Mercier ' SR S 8 \
1952-57, 1959 $3,480.84 $2,827.62 $174.05 . $6,482.51 .

“Minton M. Clute

1954-57, 1959 $879.24 $699.47 $43.94 _slisgz.s;~>~

nackenzie C. Baird , B ‘ _ ' ‘ e e
1952-57, 1959 $580.80 - §502.58 : $29.02 $1,112.40

S(b). The penalty and interest 15 imposed under eection'376(a)px

of the Tax Law and is computed at a penalty of 5% of the basic» -

‘tax due plus interest at 1% per month.

6, A preliminary notice of hearing was tent on’ Fehruary 5,

RO

' 1970. and on October 21, 1970.' These noticee were sent to Ehe
Iefirm at its laat known addrean; 305 North Michigan Avenue, Chicago, | _e_"
‘,Illinois. and to another addretl also on file; 39 SQGth LaSalle )

" Street, chicago. Illinoia. thices were also sent'to Frederickﬂw, v

Straun and Arthur S. Grossman, at the same addreasea 1n cate J;r‘

of the firm. the only address on file for exther of them. All |

of said notices were' returned by the ﬁosﬁ offxce as undeliverable{f'
? thices were also sent to C. Edwin Mercior. Minton M. Clute and
}Mackenzie.c. Baird egch at 666ﬁPenobacot Building;‘Detrgkn 265.v”

‘Michigen. the last known address for each. Said hotiequﬁeroff},> 

‘fapparently delivered.
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7 hn appurancm was. ‘mﬂe at t:ha. hearing by Wi’lliam r.

o' Connor. Esq.., of Kramer, Marx, Greenles- 1 Backul. Mr.‘o connor&?
’had filed the applicationa for aaoh of the taxpayors. her&ln.fak
- he had powers.of attorney from Straua. Mercier, clutc and Baird
and had repreaented them in prior pnoceeding-. At tho hearlnqo
2however. Mr. O connor atatad that hin repre-entation had ceascd vf :{:f3
:w1th respect to cveryone excapt Madkenzie C. Baird, fox whom- R
hengq appearing. : ; - |
N ” gcwsmns os LAW

As to the firm the bu:den af procf has not he-n met bhat

the'assesaments are»incorrect. ‘As to the individual partnerl,,,Jﬁ?pvﬁ"
7there is no issue of 1aw or faet rcmaining.' Furthermoze, ﬁha |
individual partners with the exception*éf Mrx. Baird are Ln fln:!at:].!:g“:,~ S
_ in thﬁg Procaoding. | : “ \
- The a:sencmantn including tho ponalties‘are found to- bc :;‘;iJﬁi
carrecg ana lrﬂ‘due.._‘ : o e i

DATED: Albany, New York

| STATE TAX COMMISSION. =
 July 11, 1973 , S

~ CWfS_Si’ ER
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AD 32 :-QNY-OOZ
STATE OF NEW YORK
Department of Taxation and Finance ;
STATE CAMPUS
ALBANY, N. Y. 12227

Straus, Blbsser & McDowell

Michigan Avenue

Chicag Illinois 60601
74 .
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STATE dF NEw YORK v STATE TaX COM;AISSION
DEPARTMENT OF TAXATION AND FINANCE

BUILDING 9, ROOM 214A EDWARD ROOK
‘ STATE CAMPUS SECRETARY To
STATE TAX COMMISSION ALBANY, N. Y. 12226 COMMISSION
NORMAN F. GALLMAN, MEMSWS PRES|DENT AREA CODE 518

A. BRUCE MANLEY 457-2655, 6, 7

MILTON KOERNER ADDRESS YOUR REPLY TO
Dated: Albany, New York

July 11, 1973
Arthur S. Grossman
c/o Homer L. Grossman, Executor
305 North Michigan Avenue
Chicago, Illinois 60601

Dear Mr. Grossman:

Please take notice of the CONSOLIDATED DETERMINATION
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Section (s) 3867 of the Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 90 Days

from the date of this notice.

Any inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
These will be referred to the proper party for

reply.
Very truly yours,
Nigel G. Wright
Enc. HEARING OFFICER
cc: Petitioner's Representative

Law Bureau



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Application :
of :
CONSOLIDATED
STRAUS, BLOSSER & McDOWELL : DETERMINATION

for Revision or for Refund of Unincorporated
Business Taxes under Article 16A of the Tax
Law for the Years 1951 through 1959.

LY

In the Matter of the Applications

¥}

of

FREDERICK W. STRAUES
ARTHUR S. GROSSMAN
(BY HOMER L. GROSSMAN, AS TRUSTEE)
C. EDWIN MERCIER
MINTON M. CLUTE H
MACKENZIE C. BAIRD
(each being a partner in STRAUS,
BLOSSER & McDOWELL)

e

for Revision or for Refund of Personal Income
Taxes under Article 16 of the Tax Law for :
the Years 1951 through 1957 and 1959.

Straus, Blosser & McDowell filed an application under
sections 386 (j) and 374 of t¢he Tax Law for revision Of separate
vearly assessments each issued under date of September 7, 1965,
for the years 1951 cthrough 1959 for unincorporated business

taxes under Arcicle 158A of the Tax Law.

S a

Fredericx W. Straus, Arthur S. Grossnan oy Homer L. Grogsman,
his trustee, . Edwin Mercier, Minton M. Clute and Muackenziec C.

taird, {each being a partner in the form of Straus, :losser &

Mchowell}, filed appliceétions under secuion 374 of the Tax Law




- 2 -
for revision of yearly assessments issued against each under
date of September 7, 1965, for personal income taxes unaer
Article 16 of the Tax Law for the years 1951 through 1957 and
1959.

Said applications were denied and demands for a hearing
were filed. A hearing was duly held on October 21, 1970, at
the offices of the State Tax Commission, 80 Centre Street,

New York City, before Nigel G. Wright, Hearing Officer.
William F. O'Connor, Esqg., of Kramer, Marx, Greenlee & Backus,
appeared (as is further explained in the findings of fact) on
behalf of applicants Edward H. Best, Esq., appearing by Francis X.
Boylan, Esg., represented the Income Tax Bureau. The record
of said hearing has been duly examined and considered.

ISSUE

The primary issue in this case is whether a brokerage
firm's income allocable to New York should be computed on a
direct accounting basis or by a formula method under section

(=}
3(2‘

() of the Tax Law., A secondary issue is the allowance of

[o}

certain expenses under the direct method of accounting. Each
individual partner concedes that the issues involved in &ls
personal income tax liability are entirely darivative from the
liability of the firw.

FINDINGS OF FACT

i, Straus, Blosser & McDowell was =z seourities broxer

with its main office in Chicago, Illinois. Il opened an office




AD 32 (11.72) j00M .
STATE OF NEW YORK
Bepartment of Taxation and Finance
STATE CAMPUS
ALBANY, N. Y. 12227

Arthur I/ Grossman
c/o Homér L. Grossman, Executor
305 Nortkh Michigan Avenue

OSHQm@\ , Illinois 60601
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- 3 -
in New York in 1951 primarily for trading in over-the-counter
securities. The New York office was managed by an employee of
the firm. This office was continued until at least 1963.

2. The firm did not at any time file an unincorporated
business tax return in New York.

3. The individual applicants were partners in Straus,
Blosser & McDowell. They are all nonresidents of New. York.
They did not at any time file New York personal income tax
returns.

4. The assessments in issue were computed oh the assump=
tion, cohceded by taxpayer to be true, that the manager of
the New York office was compensated at the rate of 50% of the
profits of the New York office as computed by the firm. Certain
deductions not shown in the firm's computation were offered to
taxpayers 1if the amounts involved could be determined from the
firm's Federal tax return. Taxpayers have failed to produce
such return or to offer any alternative evidence. No evidence
has been produced to show that the formula method of accounting

would be superior in this case. Even under the formuls method

h
O

b

the firm's computations show that some tax would be due

the yecrs 1952 and 1954 through 1958 though not so much as uander

th

the direct method of accounting.
5(a). The anounts of the assessments 14 issue and “he taxable

vears to which they pertain are as follows:

Interest to
Tax September 7, 1965 Penalty Total

Straus, Bliosser &

.

McDowell 1951-1959 $12,253.96 $12,224 .44 $612.75 $25,091.15




Interest to

Tax September 7, 1965 Penalty Total
Frederick W. Straus
1954-57, 1959 $780.51 $863.00 $39.03 $1,682.54
Arthur S. Grossman
1951, 1954-57, 1959 $44C.44 $422 .30 $22.01 $884.75
C. Edwin Mercier
1952-57, 1959 $3,480C .84 $2,827.62 $174.05 $6,482.51
Minton M. Clute
1954-57, 1959 $879.24 $699.47 S43.94 $1,622.65
Mackenzie C. Baird
1952~57, 1959 $580.80 $502 .58 $29.02 $1,112.,40

5(b). The penalty and interest is imposed under section 376(a)
of the Tax Law and is computed at a penalty of 5% of the basic
tax due plus interest at 1% per month.

6. A preliminary notice of hearing was sent on February 5,

1970, and further notices were sent for hearing dates on May 7,
1970, and on October 21, 1970. These notices were sent to the
firm>at its last known address; 305 North Michigan Avenue, Chicago,
Illinois, and to another address also on file; 39 South LaSalle

Street, Chicago, Illinois. Notices were also sent tc Frederick W.

-
<

Q
0]

Straus anc Arthur S. Grossman, at the same addresses in c
the firm, the only address on file for either of them. ALl

of said notices were returned by the post office as undeliverable.
Notices were also sent to C. Edwin Mercier, Minton M. Clute and
Mackenzie C. Baird each at 666 Penobscot Building, Detroitc X106,

Michigan, the last knowr address for each. Saic notices were

apparently delivered.




7. An appearance was made at the hearing by William F.
O'Connor, Esg., of Kramer, Marx, Greenless & Backus. Mr. O'Connor
had filed the applications for each of the taxpayers, herein,
he had powers of attorney from Straus, Mercier, Clute and Baird
and had represented them in prior proceedings. At the hearing,
however, Mr. O'Connor stated that his representation had ceased
with respect to everyone except Mackenzie C. Baird, for whom
he was appearing.

CONCLUSIONS OF LAW

4s to the firm the burden of proof has not been met that
the assessments are incorrect. As to the individual partners,
there 1s no issue of law or fact remaining. Furthermore, the
individual partners with the exception of Mr. Baird are in default
in this proceeding.

The assessments including the penalties are found to be

correct and are due.

DATED: Albany, New York STATE TAX COMMISSION
July 11, 1973 Vi a
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