
STATE OF lrEId YORX
STATE TAX COU}IISSIOII

In thc l{atter of the>Oeglt*lotr Application
t

of

STRAUS, BLOSSER & McDOWELL :

3
For a Redcternlnation of a Deffelency or
a Refirnd of Unincorporated Businessr
Taxee under Artlcle(s) fOa of thc
Tax law for the (Vear(s) t95I through :

1 9 5 9

ATPIDAVII OT UAII,ITG
OF XOTICE OF DECISIOX
BY (cERrrFrED) Hrrr

State of lfen York
County of Albany

Martha Funaro , belng duly aworn, depoaes and eeyr that

she ls an enployee of the Departuent of Taxatlon and Finance, over 18 yeare of

a8er and that on the l.Ith day of ifuly t L97 3 , she aervcd tbe rlthh

lfotlce of Decislon (or Deteminatlon) by (ccrtlfied) nall upon Straus, Blosser &

McDowell (regrresentatlve of) the petltloner ln the rlthtn

proceedlngl by encloelng a true copy thereof Ln a seeurely sealed portpatd

wrapPer addressed as rorlovsr 
33i'$l;.fitid:;Ir:"5nx;:'
Ctr icaqo,  I l l inoLs 60601

and by depoettlng sane errclosed in a postpald properly addresged rrappcr ln a

(post offl,ce or offlcLa1 dep,osttory) under the exclugl.ve care and etrrtody of

the llnited States Pogt Offlce Departncnt withln the State of lfcr York.

fitat deponeut fTrther BryE that the satd addreasee le the (repreeeutatlvc

of) petltl.oner hereln and that the addregs set forth on eaLd rrappeli ls the lart

knorn addrese of the (repreeentatfve of thc) petltl.oner.

Srorn to before

Ilth ilay of



STAt'E OF NEW YORK
STATE TAX COIOIISSIOII

In thc l{atter of the>Oet*S6 Applications

irRAus-AR#* ,. cRossMAN- (;" HoMER
GROSSMAN, As Trustee)_C. ED$IIN MERCIER-MISTOf$ U.
CLUTE-MACKENZ]

STFor a rjff*r"ffis{p"ei,'prslgpp, 
psrrner in

a Refund of Unincorporated Business:

L.AFFII}AVII OF UAITITG
OF TCTTICE OF DECISIOX
nv (cnnrrrrED) Harr,

Taxee under Article(s) 164 of the
Tax Isw for the (Year(s) l-951 through:

t 95  9

State of l{ew York
County of Albany

Martha Funaro , belug duly eworn, depoees and eaya that

she la an employee of the Departuent of Taxatlon and Flnance, ovcr 18 years of

age, and that on the Ilth day of July , 1973, she servcd tbe wlthln

lfotlce of Decislon (or Determinatton) by (ccrtlfied) nai.I upon SEE ATTACHED LISTING

(regrresentatlve of) the petl.tloner ln the rtthLn

proceedingl by encloelrrg a true copy thereof in a seeurely sealed portpal.d

wrapPer addreesed aE followsl SEE ATTACHED LISTING

and by deporitlng eme enclosed in a postpald properly addressed rrapper ln a

(post offlce or offlcial depository) under the exclusLve care and euctody of

the llntted States Poet Offlce Departncnt wlthln the State of lfo Tork.

Ttrat deponent further says that the satd addressee ia the (repreeeffiative

of) petltLoner hereln and that the address set forth on saLd rrapper ls the laet

known address of the (repreeentatl.vc of the) petltloner.

Srorn to before ne thls

Jllc\ day of July , , L9ll

d+!s.z-- 
' ' ' '



Freder ick W. Straus
c/o Bernard Weisberg, Esq.
Gott l ieb & Schwartz
l t l  W.  Jackson BIvd.
Ch icago ,  f l l i no i s

Arthur S. Grossman
.c/o Homer L. Grossman, Executor
305 North Michigan Avenue
Ctr icagro,  I l l ino is  60601

C. Edwin Merc ier
1255 Buckingham
Grosse Point, Michigan

Minton M. Clute
33 Whitcomb
Grosse Point, Michigan

Mackenzie C.  Bai rd
Oak Hi l l  Road
Clarkston,  Mich igan



STATE OF IIEI{ YORK
$TATE TAX COIOIISSION

In thc l{atter of the >Bettffian Application
t

of

STRAUS, BLOSSER & IvIcDOWELL 
:

3
For a Redctenlnation of a l),eftclency or
a Refirnil of Unincorporated Business r
Taxec under Artlcle(s) 16A of the
Tax law for the (Year(s) t95l through :

1959

State of Neu York
County of Albany

Martha I'unaro , belng duly eworn.l deposes and raye that

she ls an empLoyee of the Ilepartnent of Taxation and Finance, ov€r 18 years of

ager and that on the ]"lth day of July r L97 3, she cervcd the withla

llotice of Iheielon (or Determlnatton) by (certified) natl upon WiIIiam F. o'Connor,
Esq-

(reBnesentatLve of) the petltloner ln the nithtn

proceedlngl by encJ-oelng a tnre copy thcreof ln a securely sealed portpatd

Eapper addressed as rorroye, :i:t#_l;, ",-,jlll"[;"3iT"" &
Backus,  Esqs.

29 Broadway

and by depoaltlng sme encto""aNiff J$55dn"*tptt?5ltr 
"*8"0.?3"u 

rrapper ln a

(post offlce or offlelal deposltory) under the exclusl.ve care and crlotody of

the llntted States Post Offlce Departncnt withln the State of lfcl York.

Ttrat deponent frrther says that the sald addresoee ls thc (repreeertatlve

of) petltioner hereln and that the address set forth on aai.d rrapp€r 1g the Lart

knorn address of the (repreeentatl.vc of thc) pstltlon*.

ATPIDAVIT OT l|AItIrE
oF ttotrcE 0r DEcISIotf
BY (CERTTFTDD) HIIL

Sworn to before

IIth day of

ne thls

July ,  Ln3.



STATE OF NETIY YORK

DEPARTMENTOF TAXATION AND FINANCE
BUILDING 9, ROO[12]/tA

S?ATE CTHPUS
AlSAt{Y, t{. Y. tt2t6

AREA COOE 5I  8

4 5 7 - 2 6 5 5 , 6 . 7

StAt t  T4 I  COMI i t53 tO| |

HEAFI I IG U ' I IT

E O I A R D  R O O K

3ECRETAiY TO

c0MxrSSto f

ADDiE9S YOUR REPLY TO

STATE TAX Cotvf,vilSSION

N O R M A N  F .  G A L L M A N ,  - T - '  P R E S I D E N T

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

&;trld r Albany, New York

dluly lt, 19?3

gtrlut, llorrar O lbhrrll
3O5 nortb tltdrtgrn tvrruc
€hlerqp, I}ltnol,; 6060l

Ghntiact

Please take notice of the CCEO,L!UI'|[!D Dtlfm;illDt
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
section(s) 3S6J of tha Tax Law, any
proceeding in cburt to review an adverse deci-
sion must be commenced within g0 nfr
f rom the date of  th is  not ice.

fnV inquir ies concerning the computation of tax
due or refund al lowed in accordance with this
decision or concerning any otl ,rer matter relative
hereto may be addressed to the undersigned.
fhese wil l  be referred to the proper pirty for
repIy .

Verlf  truly yours,

) i '  . , I i - , t l , , : . . / / - l/L ' j  LL,) '+; ' r t7d'Lt

flgct O" Ifrtgilrt
E::c. HEARTNG oFFrcER

cc :  Pe t i t i one r ' s  Represen ta t i ve
Law Bureau



ffi
STATE TAX COtW\.ilSStON

N O R M A N  F .  G A L L M A N ,  I I I I  P R E S I D E T { T

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

STATE OF NEW YORK
!Yar!  ?Ar coMrl tsgtox

HEAitXC urtT

EOfARD ROOK

3ECiET^RY TO
coMv ts3 ro l l

AOORESS YOUR iEPLY TO

Very truly yours,

. . 1  '  f  ' r r  r ' V '' l r  , .  \  z , / n '  , r / 4
/t- vy( .\--/,/ v'v \'f

ltgel 6. ttrLght
HEARING OFFTCERE n c .

cc :  Pet i t ioner '  s  Representat ive
Law Bureau

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, ROOAI2I4A

STATE CAXruE
A[.BANY, N. Y. t22t6

AREA COOE 51 8

4 5 7 - 2 6 5 5 , 6 . 7

X$ted3 Albany, New York

trrdorr,ctr w" st*ur 
{hrlY lr ' 1973

cr'o fermrd iletrberrg, hq.
€ottft$ e 8c&nrrrts
ILL H. dlcclkrm 3lvd.
Chiqrqo, trlllnol,r
Dmr 8l,rr

Please take notice of the collnr.tDlllD DE|ilrttr8)t
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Sect ion(s)  3B6J of  tha Tax Law,  any
proceeding in court to review an adverse deci-
sion must be commenced within :rG hyt
f rom t t re  date of  th is  not ice.

{nV inquir ies concerning the computation of tax
due or refund al lowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
These wil l  be referred to the proper pirty for
reply .



STATE OF NEW YORK
t t t l t  Y^r  COUMtSStot l

XEAitNG UfatT

EOWARD ROOK

SECiETARY YO
coMUrs3 to I

ADOiE3S YOUR iEPLY TO

STAT E TAX Coilt\,ilSSION

N O R M A N  F .  G A L L M A N ,  I T I ;  P R E S I O E T { ]

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

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, ROOT 2I4A

STATE CAf,PU8
AlSAt{Y, N. Y. t22t6

AREA CODE 518
4 5 7 - 2 6 5 5 , 6 . 7

Ilrtsdlr Albany, New york

Art&utr g. €mEmm 
&rlY ll' 19tt

e"rb fur &, O.rernrn, kutor
IOS ert$ [tcilrtgra eviur,a*l
Cht sW, trt r tneir 6$6rit

&tr Slr" Orecmrnr

Prease take notice of the ffio&rartlo o!:Hn]IrrrDr
of the State Tax Commission enclosed herewith.

Please take further noti-ce that pursuant to
Section(s) 3e6J of tha Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within ?S tyl
f rom the date of  th is  not ice.

Any inquir ies concerning the computation of tax
due or refund al lowed in accordance with this
decis ion or  eoncern ing any other  mat ter  re la t ive
hereto may be ad.dressed to the undersigned.
These wil l  be referred to the proper pirty for
reply .

Etrc.

cc :  Pe t i t i one r ' s
Law Bureau

Veqf truly yours,

J.., I /-1,' /" /i'T-
/'t ,"i!-/, -. / L -t , tr9.4\.t'

ll,gcl O. ilrfgfrt
HEARING OFFTCER

Representat ive



STATE OF NEW YORK

STAT E TAX Cotvt[4tSsloN

N O R M A N  F .  G A L L M A N ,  T I - T  P R E S I O E N T

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

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, ROOIV{ 2t4A

STATE CAf,PU8
ALBINY, N. Y. tI2tO

AREA COOE 518

4 5 7 - 2 6 5 5 , 6 , 7

&tod l Albany, New

9ra7f  T^t  coMgtsstot l

HEARDTC ui tT

EOUARO ROOK

'ECRETARY TO
coMMts3 roN

A00iE5s Yout REPLY tO

dluly lL,

York

1973

G, tCtrtn ltlcrclar
j355 erdrtn€ftm
Orcr** bintn llt ch,igm

fttr l&. lluncLcr r ,

Please take notice of g5g QtrSOtInAlfnD DEnEnliDfEtS
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
Sect ion(s)  38Ct  of  tha Tax Law,  any
proceeding in court to review an adverse deci-
sion must be commenced. within 9O Dryr
f rom the date of  th is  not ice.

Any inquir ies concerning the computation of tax
due or refund al lowed in accordance with this
decision or eoncerning any other matter relative
hereto may be addressed to the undersigned.
Ihese wil l  be referred to the proper party for
rep l y .

Very truly yours,

1L. / r  .  , . /  F
/ , -r*t..., /* t t-/t/

/ / /

Slgol. G. Wrtgtrt
Enc. HEARTNG OFFTCER

cc :  Pe t i t i one r ' s  Represen ta t i ve
Law Bureau



STATE TAX COilMISSION

N O R M A N  F .  G A L L M A N ,  -  P R E S I O E N I

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

. STATE OF NEW YORK

DEPARTMENT OF TAXATION AND FINANCE
BU|LD|NG 9, ROOtl2l4A

sT TE CATPUS
ALBAlrfY, N. Y. t22l6

AREA COOE 5 t8

4 5 7 - 2 6 5 5 , 6 , ' l

s t iTE YAr CoMMtSStot l

HEAitXC UlilY

E D ; A R O  R O O K

SECRgtARY To
coMl l  r33 to i

AOOiESS YOUR REPLY 'O

Please take notice of the SISOLIDIIfD n$ililgf,|lt0f
of the State Tax Commission enclosed herewith.

P1ease take further notice that pursuant to
section(s) 3g6t of the Tax Law, any
proceeding in court to review an adverse deci_
sion must be commenced within g0 hyf
f rom the date of  th is  not ice.

Any inquir ies concerning the computation of tax
due or refund al lowed in accordance with this
decision or concerning any ottrer matter relative
hereto may be addressed to the undersigned.
Ttrese wil l  be referred to the proper pirty for
rep1y.

Oltadl Albany, New York

ilt,rly 11, 19?3

llrehcant 6 e. trr.Ed
odr l{rl bid
€larlc*tsq, tlldlgen

srer l&. Sl,ndr

Verlf truly yours,

' ) " "  l ' - ' r '  '  ' ' ! A -
7  c  ,4 l -L  . / ' t  r . t  , . t ^ i / ' -  t

/ /

ILgcl" C. l|rf.St
Enc. HEARfNG OFFICER

cc :  Pe t i t i one r , s  Represen ta t i ve
Law Bureau



STATE OF NEW YORK

STATE TAX COMMISSION

N O R M A N  F .  G A L L M A N , - -  P R € S I D E N T

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

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, R@I,{ 214A

STATE ClnPUS
ALEANY. N. Y. t22t6

AREA COOE 518

4 5 7 - 2 6 5 5 , 6 , 7

Ltcdl Albany, New york

ihrXy 11, 19?l

l(lnton tl. €X.uto
33 nhttconb
frorra b{ntn iltctrtgrn

Oelr llr. Clutel

please take norice of thg ffiSO&I8ltID DtAS|rItllOf
of the State Tax Commission encl-osed herewith.

Please take r.qqtJrer notice that pursuant to
Section(s) 3851 of tha Tax Law, any
proceeding in court to review an adverse deci-
sion must be commenced within 9O hyr
f rom the date of  th is  not ice.

Any inquiries concerning the computation of tax
due or refund al lowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to ttre undersigned.
Ttrese wil l  be referred to the proper party for
reply .

gfAYt TAr courJrrgsror

t {EAttxc u i t?

EOUARO ROOK

SECiETAiY TO
'couu rg3 ro r t

ADDIISS YOUI REPLY TO

Very truly yours,

,7 /  lh r , /  / f -
,  t  ' .4 ' ,L '  / . /  LL ' , ,y

Il.$.1 6. t{E&ht
HEARING OFFICEREnc .

cc :  Pe t i t i one r ' s  Represen ta t i ve
Law Bureau



STATE OF NEW YORK

STATE TAX COMMISSION

I n  t h e  M a t t e r  o f  t h e  A p p l i c a t i o n

o f

STRAUS, BLOSSER & MCDOWELL

CONSOLIDATED
DETERMINATION

for  Revis ion or  for  Refund of  Unincorporated :
Bus iness  Taxes  under  A r t i c l e  l 5A  o f  t he  Tax
Law for  the Years 1951 throuqh 1959.  :

In  the  Mat te r  o f  the  App l ica t ions

o f

FREDERICK W. STRAUS
ARTHUR S. GROSSMAN

(BY HOMER L. GROSSMAN, AS TRUSTEE)
C.  EDWIN MERCIER

MINTON M. CLUTE
MACKENZIE C. BAIRD

(each be ing  a  par tner  in  STRAUS,
BLOSSER & McDOWELL)

a

fo r  Rev is ion  or  fo r  Refund o f  Persona l  Income

Taxes under  Ar t i c le  16  o f  the  Tax  Law fo r  :
the  Years  1951 th rouqh 1957 and 1959.

:

S t r a u s ,  B l o s s e r  &  M c D o w e l l  f i l e d  a n  a p p l i c a t i o n  u n d e r

s e c t i o n s  3 8 6  ( j  )  a n d  3 7 4  o f  t h e  T a x  L a w  f o r  r e v i s i o n  o f  s e p a r a t e

y e a r l y  a s s e s s m e n t s  e a c h  i s s u e d  u n d e r  d a t e  o f  S e p t e m b e r  7  ,  L 9 6 5  '

fo r  the  years  1951 th rough L959 fo r  un incorpora ted  bus iness

t a x e s  u n d e r  A r t i c l e  1 6 4  o f  t h e  T a x  L a w .

F r e d e r i c k  W .  S t r a u s ,  A r t h u r  S .  G r o s s m a n  b y  H o m e r  L .  G r o s s m a n ,

h i s  t r u s t e e ,  C .  E d w i n  M e r c i e r ,  M i n t o n  M .  C l u t e  a n d  M a c k e n z i e  C .

B a i r d ,  ( e a c h  b e i n g  a  p a r t n e r  i n  t h e  f o r m  o f  S t r a u s ,  B l o s s e r  &

M c D o w e l I ) ,  f i l e d  a p p l i c a t i o n s  u n d e r  s e c t i o n  3 7 4  o f  t h e  T a x  L a w



2 -

f o r  r e v i s i o n  o f  y e a r l y  a s s e s s m e n t s  i s s u e d  a g a i n s t  e a c h  u n d e r

d a t e  o f  S e p t e m b e r  7 ,  1 9 5 5 ,  f o r  p e r s o n a l  i n c o m e  t a x e s  u n d e r

Ar t i c le  15  o f  the  Tax  Law fo r  the  years  1951 th rough l '957  and

1 9 5 9 .

Sa id  app l i ca t ions  were  den ied  and demands fo r  a  hear ing

w e r e  f i l e d .  A  h e a r i n g  w a s  d u l y  h e l d  o n  o c t o b e r  2 I ,  L 9 7 O ,  d t

t h e  o f f i c e s  o f  t h e  S t a t e  T a x  C o m m i s s i o n ,  B 0  C e n L r e  S t r e e t ,

N e w  Y o r k  C i t y ,  b e f o r e  N i g e l  c .  w r i g h t ,  H e a r i n g  o f f i c e r .

W i l l i a m  F .  O ' C o n n o r ,  E s q . ,  o f  K r a m e r ,  M a r x ,  G r e e n l e e  &  B a c k u s ,

appeared (as  is  fu r ther  exp la ined in  the  f ind ings  o f  fac t )  on

b e h a l f  o f  a p p l i c a n t s  E d w a r d  H .  B e s t ,  E s g . ,  a p p e a r i n g  b y  F r a n c i s  X .

Boy lan ,  Esg. ,  represented  the  Income Tax  Bureau.  The record

of  sa id  hear ing  has  been du ly  examined and cons idered.

ISSUE

The pr imary issue in  th is  case is  whether  a brokerage

f i rm's  income a l locable to  New York should be computed on a

di rect  account ing basis  or  by a formula method under  sect ion

fg6  (g )  o f  t he  Tax  Law.  A  secondary  i ssue  i s  t he  a l l owance  o f

cer ta in  expenses under  the d i rect  method of  account ing.  Each

indiv idual  par tner  concedes that  the issues involved in  h is

personal  income tax l iab i l i ty  are ent i re ly  der ivat ive f rom the

l i ab i l i t y  o f  t he  f i rm .

FINDINGS OF FACT

l .  S t r aus ,  B losse r

w i th  i t s  ma in  o f f i ce  i n

& McDowel l  was a

C h i c a g o ,  I l I i n o i s .

secu r i t i es  b roke r

I t  opened  an  o f f i ce



3 -

in  New York in  1951 pr imar i ly  for  t rad ing in  over- the-counter

secur i t ies.  The New York of f ice was managed by an employee of

the  f i rm .  Th i s  o f f i ce  was  con t i nued  un t i l  a t  l eas t  L963 .

2.  The f i rm d id not  a t  any t ime f i le  an unincorporated

bus iness tax return in  New York.

The  i nd i v idua l  app l i can ts  were  pa r tne rs  i n  S t raus ,

& McDowel l .  Thev are a l l  nonres idents of  New York.

not  a t  any t ime f i le  New York personal  income tax

B losse r

They d id

re tu rns .

4.  The assessments  in  i ssue were  computed on  the  assump-

t ion ,  conceded by  taxpayer  to  be  t rue ,  tha t  the  manager  o f

the  New York  o f f i ce  was compensated  a t  the  ra te  o f  50%,  o f  the

pro f i t s  o f  the  New York  o f f i ce  as  computed by  the  f i rm.  Cer ta in

deduct ions  no t  shown in  the  f i rm 's  computa t ion  were  o f fe red  to

taxpayers  i f  the  amounts  invo lved cou ld  be  de termined f rom the

f i r m ' s  F e d e r a l  t a x  r e t u r n .  T a x p a y e r s  h a v e  f a i l e d  t o  p r o d u c e

such re tu rn  o r  to  o f fe r  any  a l te rna t ive  ev idence.  No ev idence

has been produced Lo  show tha t  the  fo rmula  method o f  account ing

wou ld  be  super io r  in  th is  case.  Even under  the  fo rmula  meLhod

the  f i rm 's  computa t ions  show tha t  some tax  wou ld  be  due fo r

the  years  L952 and L954 th rough l95B though no t  so  much as  under

the  d i rec t  method o f  account incr .

5  (a )  .  The amounts  o f  the  assessments  in  i ssue and the  taxab le

y e a r s  t o  w h i c h  t h e y  p e r t a i n  a r e  a s  f o l l o w s :

Ta{

S t raus ,  B losse r  &
McDowe l l  I 95 I - I 959  $L2 ,253 .95

In te res t  t o
Sep tember  7 ,  1965

$ r2 ,224 .44

P e n a l t y T o t a l

$6L2 .75  $25 ,091 .15
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In te res t  t o
Sep tember  7 ,  1955  Pena l t v

F rede r i ck  W.  S t raus
1954 -57 ,  1959

Tax

$7B0.  s l

T o t a l

$L  , 682  . 54

$884 .75

$863  . 00

$422 .30

$2 ,827  . 62

$699 .47

$3e.03

$22 .0 I
Ar thur  S .  Grossman
1 9 5 1  ,  1 9 5 4 - 5 7 ,  1 9 5 9  $ 4 4 0 , 4 4

C .  E d w i n  M e r c i e r
L 9 5 2 - 5 7 ,  1 9 5 9  $ 3 , 4 8 0 . 8 4

M i n t o n  M .  C I u t e
L 9 5 4 - 5 7 ,  1 9 5 9  $ 8 7 9 . 2 4

$174 .05  $6 ,482 .51

$43.e4 $ r  , 622  . 65

Mackenz ie  C.  Ba i rd
1 9 5 2 - 5 7  ,  1 9 5 9  $ 5 8 0 . 8 0  $ 5 0 2 . 5 8  $ 2 9 . O 2  $ 1 , 1 L 2 . 4 O

5  ( b )  .  T h e  p e n a l t y  a n d  i n t e r e s t  i s  i m p o s e d  u n d e r  s e c t i o n  S 1 6  ( a )

o f  the  Tax  Law and is  computed a t  a  pena l ty  o f  5% o f  the  bas ic

t a x  d u e  p l u s  i n t e r e s t  a t  l %  p e r  m o n t h .

6 .  A  pre l im inary  no t ice  o f  hear ing  was sent  on  February  5 '

I 9 7 O ,  a n d  f u r t h e r  n o t i c e s  w e r e  s e n t  f o r  h e a r i n g  d a L e s  o n  M a y  7 ,

1 9 7 0 ,  a n d  o n  O c t o b e r  2 I ,  L 9 7 O .  T h e s e  n o t i c e s  w e r e  s e n t  t o  t h e

f i rm a t  i t s  las t  known address ;  305 Nor th  Mic t r igan Avenue,  Ch icago,

I l l i n o i s ,  a n d  t o  a n o t h e r  a d d r e s s  a l s o  o n  f i l e ;  3 9  S o u t h  L a S a l l e

S t r e e t ,  C h i c a g o ,  I l l i n o i s .  N o t i c e s  w e r e  a l s o  s e n t  t o  I ' r e d e r i c k  W .

St raus  and Ar thur  S .  Grossman,  d t  the  same addresses  in  care

o f  the  f i rm,  the  on ly  address  on  f i le  fo r  e i ther  o f  them-  A11

o f  s a i d  n o t i c e s  w e r e  r e t u r n e d  b v  t h e  p o s t  o f f i c e  a s  u n d e l i v e r a b l e .

N o t i c e s  w e r e  a l s o  s e n t  t o  C .  
" A * i r  

* " t " i " t ,  M i n t o n  M .  C l u t e  a n d

M a c k e n z i e  C .  B a i r d  e a c h  a t  6 6 6  P e n o b s c o t  B u i l d i n g ,  D e t r o i t  2 6 ,

Mich igan,  the  las t  known address  fo r  each.  Sa id  no t ices  were

apparent ly  de l - i vered .
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7.  An appearance was made a t  the  hear ing  by  Wi l l iam F.

O ' C o n n o r ,  E s g . ,  o f  K r a m e r ,  M a r x ,  G r e e n l e s s  &  B a c k u s .  M r .  O ' C o n n o r

h a d  f i l e d  t h e  a p p l i c a t i o n s  f o r  e a c h  o f  t h e  t a x p a y e r s ,  h e r e i n ,

he  had powers  o f  a t to rney  f rom St raus ,  Merc ie r ,  C lu te  and Ba i rd

and had represented  them in  p r io r  p roceed ings .  A t  the  hear i tg ,

h o w e v e r ,  M r .  O ' C o n n o r  s t a t e d  t h a t  h i s  r e p r e s e n t a t i o n  h a d  c e a s e d

wi th  respec t  to  everyone except  Mackenz le  C.  Ba i rd ,  fo r  whom

he was appear ing .

CONCLUSTONS OF I,AW

As to the f i rm the burden of  proof  has not  been met  that

the  assessmen ts  a re  i nco r rec t .  As  to  the  i nd i v idua l  pa r tne rs ,

there is  no issue of  law or  fact  remain ing.  Fur thermore,  the

indiv j -dual  par tners wi th  the except ion of  Mr.  Bai rd are in  defaul t

i n  t h i s  p roceed ing .

The assessments  inc lud incr  the  pena l t ies  a re  found to  be

c o r r e c t  a n d  a r e  d u e .

DATED: Albany, New York

Ju Iy  I I ,  L973

STATE TAX COMMISSION

/  / '/ 
1 ' ,"',, --.,. L,aL, 1l/'" ' n'''

COMMISSIONER,

\ -
\  ^  ^  l /

\' \'L,. fl-r''.,, \Luq,-*.-----
COMMISSIONER

I S S T O N E R
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Wr r - r ra ,u  J .  McB R. IoAR-TY
A T T O R N E Y  A N D  C O U N S E L O R

A T A O  P E N O B S C O T  T } T I T L D I N G

DtTR.OIT, MICIIrGAN 442,26

T E L E P H o N E T  9 6 2 - 9 7 1 7

Ju ly  19 ,  L973

N i g e l  G .  W r i g h t ,  H e a t i n g  O f f i c e r

Sta te  o f  New York
Depar tment  o f  Taxat ion  And F inance

B u i l o i n g  9 ,  R o o m  2 I 4 A

Sta te  Campus
A l b a n y e  N . Y .  1 2 2 2 6

D e a r  M r .  l J r i g h t :

T h e  w r i t e x  r e p r e s € n t s  c .  E d w i n  I v l e r c i e r ,  o f  L 2 5 5  B u c k i n g h a m t

G r o s s e  P o i n t e ,  M i C h i g a n ,  w h o  h a s  r e c e i v e d  n o t i c e  t h a t  t h e

Depar tment  o f  Taxat ion  and F inance o f  the  Sta t€  o f  New York t

i s  c l a i n r i n g  t h a t  h e  a s  a n  e x  p a l t n e l  o f  s t r a u s ,  B l o s s e r

&  M c D o w e l I ,  o w e s  N e w  Y o r k ,  $ 6 r 4 8 2 . 5 1  ( t a x - i n t e r e s t - p e n a l t y ) '

The cove r ,  Le t te r  wh ich  accompan ied  a  ' tConso l ida ted  Determinat ionr r ,

o f  t h e  s t a t e  T a x  c o m m i s s i o n  o f  N e w  Y o r k  s t a t e s ,  t t a n y  i n q u i r i e s " "

m a l z  b e  a d d r e s s e d t r  t o  Y o u r s e l f  .

T h e s e  q u e s t i o n s  b o t h e r  m e ,  w h Y  d i d  t h e  C o m m i s s i o n ,  o f  w h i c h

y o u  
" r e  "  

h e a r i n g  o f f  i c e r ,  d e t e r m i n e  t h a t  C . E . l v i e r c  i e r  ,  a  
_  

' . .

p a r t n e r  i n  a  d e f u n c t  b r o k e l a g e  f i r m r  w a s  l i a b l e  t o  N e w  Y o r k  )

f o x  t a x e s ?

A .  W a s  i t  b € c a u s e  (  a 1 l e g e c l l y )  t h e  f i r m  d i d  n o t  f i l e  a n

" u n i n c o r p o r a t e d  b u s i n e s s  t a x  r e t u r n  i n  N e w  Y o r ' L ( ?

B.  Idas  i t  because  as
f i l e  ( a1 leged lY )  r rNew

non r€sidents of New York they did not

York  pe rsona l  i ncome tax  re tu rns "?

I  ga the r  t ha t  J rou l  Commiss ion  has  dec idec l  t ha t  t h i s  ex  b roke lage

f i rm  and  va r ious  membe ts ,  owed  the  S ta te  o f  New York  i ncome

tax€s ,  1951  t h ru  1959 ,  t he  r f  De te l r n i t r a t i an "  s t a t i ng  C 'E 'Me rc i e r

a l l egeC ly  owes  $OraaZ .51  (  1952 -17 t  1959 ) .  I s  t he re  a  s ta tu te

o f  l im i ta t i ons ,  i n  l { ew  York  wh ich  gove lns  S ta te  c la ims  (as  we l l

as  i nc i i v i dua l  o r  co rpo ra te  c  l a ims  )  ?

you r  ea r l y  rep l y  t o  the  ahove  w i l l  be  app rec ia ted  hy  rny  c l i en t

and  by  myse l f  .

j

Very

\t
wi1 l i

\I
: lr't

"h'WJM,/dM
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STATE OF NEW YORK

i '

gtAr!  TAt CoMr. ts9tol

|{EAF txc ulilT

E O U A R O  R O O K

SECNETARY TO
c0MMr3 t ro r

AOOITSS YOUR REPLY TO

STATE TAx COM|\4|SS|ON

N O R M A N  F .  G A L L M A N ,  I I '  P R E S I D E N T

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

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, ROO[4 214A

STATE CAXPUS
ALBANY, N. Y. 12226

AREA COOE 518

4 5 7 - 2 6 5 5 , 6 , 7

Dated: Albany, New York

i luly 11, L973

Straus, Blosser & IvleDowe1l
305 Norttr Michigan Avenue
Chicago,  f l l ino is  6060I

Gent lemen:

P1CASC IAKE NOtiCC Of thc CONSOLIDATED DETERMINATION
of the State Tax Commission enclosed herewith.

Please take further notice that pursuant to
sect ion(s)  3B6j  o f  the Tax Law,  any
proceeding in court to review an adverse deci-
sion must be commenced within 90 Days
from the date of  th is  not ice.

Any inquir ies eoncerning the computation of tax
due or refund al lowed in aceordance with this
decision or concerning any ottrer matter relative
hereto may be addressed to the undersigned.
T'hese wil l  be referred. to the proper party for
reply .

Veqf truly yours,

1 . r '  l e . t t  /  . . t 1 - -'/i e"zL]t r...r,r'.''
Nigel G. Wright
HEARING OFFICEREnc .

ec :  Pe t i t i one r ' s  Represen ta t i ve
Law Bureau
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srATF'OF NgW YOnX(

STATE TAX CO,IMTSSIOTI

Xn the Matter of ttre ApBllceLlon

O f  
' ,  

. * " t , . , ' . .  . ' "  
l t  : i '  

, ' ' '  
, ' ; '

.  - : .  
, . . , . , _ " . t  , :  t ,  : i  :  . 1 :  ; ,  .  . i .

STRAUS, BI-,OIS8ER & McDCItfELL
'  . : '

for Revition or fer Refu$d of Unl,neoqtotatOd
hrrlness, 'Ta*ea',uride.r 

'Art lele .16A. of ' tb Tax
Iaw for the Yeara 1951 through 1959.

. :

t , '

a

.+.

In the ltrtt€r of the Appll,,catlonc

of

FREDGRICK W. $TNAUS
ARTHT'R S. GROSSMAN

(By EOMER L. GROSSIIAN, A6
C., gDlgIN !,IERCIER
uxsTou u. cLu!ts

NTCKENZIB C. BAIRD

TRI'STEE)

(each belng a parbnet :l.n STRAUS,
BLosgER a locDo[tEr,L) .

for Revici.on or f,or Refund of Pereonal, Ineoe
Tixet undcr Artlcle 16 of.the lax Xatr for
the Years 1951 through 1957 and 1959.

t

t -

I

t

t

a

straus, Bloeger e ncbowoll fllcd an tppllcatlon undoq ', ' :.:
l j

sect,long 386(J) and 374 of the fa* Iaw.for rsv-Lelo;r.'of lcirqEaBb'
. : . . . '  

' '  
, , , .  :  : j -  ] , :

ycerly errerlmentc eaeh Lgeued under dute of $eBtember ?p L965r
. ' ,

for the y€ars 1951 through 1959 fof unl,ncor;pratcd hrltnclf

taxer under Artlcle 164, o! thq Tax ltrm.

Frederlek W. .9trauc, Arthutr 8. Grorenat.E Fnar .&r,u(lro{
:

hLr 'trugttcr C. Sdnrtn lrtsrelerr.lllntoR.!d. Clutl ,artd Uackcnrlar:9,.:
, ' ,  , .  ,  

,
EaLrdr' (cach bet'ng a parUnig ln thd forn,of Stiallt'.r Bloqiflr'e, "''' j

' 
' 

' ' ' ;.-'. ' i ' l ' j:.1'1 ''

MeDowell) ,. ftlcd appllcatlonq under. toctlon 3{. ol the Tq:ti lar.

" . ' . .
: ir:



La d \,: r .t''i. :
, J  r .  ' : ;

ii:i ii'l" i

t ' t ' \ i  - .  r i . "  i  t '  '  , . , . . '  - . ; . i
, ) . . - . 1  , i , - '  i - . . . r . 1 i . .  . ; t . :

':f ;?il 'a i":.r.i ,, r"i;i

:r ij
, - . r . i . . , I

r 1 , J  -  ' ;  i

i' .,' i-,',.".

, ' ' . .
*, 'fei 3,. i:i,1 , , .i ' ;;r;it {. 

'i 
i,,rt. 

'i 
,:-i "' 

."\ i; t;

. .. 1r:iyj, '"rl:6.", "..-l:'.1," .i:,; ' i:i ,:t 
.:,

.  i . . t . "  r i ; : - ,  r  " l t )  
(

, -5r;;.ri l.i ;1r' ;1 
' 

"i: r::,.ril'ifj :fS$
'': i : . .i :' '.' I lr "i t.i: r .'.'t r:ltsI

f . i  , i r l { .+  . I r l l t_ l  * ; . r i i , i . r : l  , * i j j

': 
I'

t4.-.".  i  : .

. : . . . . ' ' ,
,.:, Li.s,,7.1.1.;7 

r ;"

,.i{: : :i.tj'} ;,ri;-*, ?l,;"1 +,li il ,,.:i;:,; i i*} ,::,ii- q1q1i.;,,i]J;;i',i,-,:

i . i:i"'. d r.::r.l, it.:,i

- ' i . , r  {

L l r i , l l i , i l

',ftj": )tnil'' 
'' I j*!:lr



i  ' '
a

: . "

;:, ,

. 6

i  l  ,  .  :  

?  1  

. : , ,  ' . , '  
' '  

" '  
'

. i ; i

,, ,for ravlal.on of ycarly aaaeelmcntl lssu.d rgglntt 68cb utiaOr
' ,  ,  :  j

1 ,, dabc of SeptambcT ?:, 1968, for nrcrronfrl lneOc',tlltcl under, '
' . . . - ] . ' ' . . , , . . . n . . , . . :

. erttqle 16 of the Tax liw'fotr the 1rcatr ,1951 through 1{57 bnd
!

I  :  . .1 i59.  , , :  
'  

r  
' ' ) ' ) ' ' : ; ' ' "

i  
. r  .

.,ir,, ., ,:, ,SeLd, al4ptieallohe, rGrP cleniad' an{. Aqqndr f,9r a }rcat-l.f$:
. . :

,... irEaro fltsd. A hearlng wae duly held on gctobtr 2t; l9?Of ;9. ,,
! _. ' ' . ,

I : :  
"  

the of f tceg, of  the:rStatc fbx: ,eomnLgt lgnr.8o,Ccntrc Strcptr ,
, ;

' l

fcrtr lfork elty, bdfgre Ntgel C, wrlg-htr.. 8-earlnE of,tlear:''"'

.Wltlian F. O'Connotr, Eaq.; ol Kramer, It|antr Grcdnlec & Baekusr
. - . . :

. l : .

,, i,'i$Ppeqfod (at' tr furthsr cxpletned Ln: thc :ftnd*nlq ,of fddt) on 
-:

* Uehitf, of appllcante E&,tard E. BGtt,p Btg.r |ppear.fng b6f nranell
.  

.  i : r i  i  l .^,l 'gpyla'n" Elq., r€priosefitcd" the..tnaome Tax &rrslu;; ' tlsili rcGold ,
'  

. . : r ,  , . .  
t  ' . . .

', :'
of ae'ld:. hea,rJ,ng hag bEen duty e1ranlnqd' and Goalidcred'. '::i

: . ' .
lE'ouE .

. : 1  I t'  ' I

: " ,Ih€ prfpegy Lrrue tn thl.r crt€ ll whcther a lrrolcSa$e;,;:i.-

ftnm't .ineme allocabte to tr6lc York rhould be cmgltcd or-r
'  

" 
' l l  '"1 ;

. rdlrect accountlng barLr or by a formula nethod undcr'^lcetlUg -,r',*
:  . :  .  l - . - '  ' ,  t j l

' : '
. Sg6 (gl of the Trx law. A cceondary lrnns .lc the allqranee of

:  
'  

: l

.:
ccrtaLn otglrcgsel" under the dtrect metbod of aecounting. Eaeh

' .  
, l  : .  

: :  t "  :  ,  
-  

. .  t . :  I l y :'ir\.

tndtvLdrgal.- partrier 'coaeodet 
ttrat th6 lgruer tnvbtvgd' llr ''hlb r: ':'

, t ' t  
" '  

' r , r l :  ' .  
I  l t  .  . . '

pcruonal lncomc tarl- Ilabtllty are cntlrely darLvatlve

f1gUtf t tY of :  t l to f t f* . '  . '  ' i  ' '+ '  i " , ' ' -  ' - ' '  ;  ' '  " ;  'q:r : r  
t '  

t '1 . . ' '  '  ' r '

FrmrNos ar Eaq!.
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a

., ,,t . i l !

* . $  *

in Hew York in, 1951 prlmarlly, for tradlng la over--Hrc-eouiltfr

lcourl"tLcr. lftre Hcs York officc !rur aanegad by an
: .  . "1 i i  .  - , '  ,;

the flrm. ftrls of,flce rirat apnt,tauodiuntl,l aE lCart 195,3."'; : :

i  t -  - e ' - -  - - - l - - s  ' -  
'  , '  1 r ' -  l ' r

z. The ftrrr dl.$ not:at rny tlue flle. an'unl.ns$qlpr!!;Gdtr,:".., ,.., 
'.1 ,. , "'f

busLnegs tax return ln Hew York.

3. ?he tndivl.dual appl!.canta were pertneru ln 'Ttrau8'
.l

Blotter & lteDowell. Ttrey ar€ all ipnrcaLdsnta of SGt'York,'
'  : ' " t  '

They dtd not rt eny t{mc fllc' trew sork pGrronal fneino tax ,"

feturnE.

4, !flre asrormenta ln lgeuc $ero emputcd .on,: llre astulllrl,
; ;  . , - ,

llonr eonced€d by ta;rpayer' to bc tnle, ttiat tbo;,be$aEGr of,., . .,' : . '',,,..:.,r-.
' '  

t  
, "  ' . - , . | ,  

. : ' ,  
'  i : : t '  

.  - :  . r l ' . ;

the ltew York offtrce r,vap campenrated at ths rate of' $09{ of tifei,'; :' ', ";"1'':"'".,
. .  i ,  .  

.  
r ,  , . 1  -  r . . - ; -  . :  , .  l ;  ,

; h

: prqftta pf the lve*t' yortr lgtt"r ir cmptrted ,blf tbe' tt'.rnq,. ir, r,'. ,. .

deductlonr not ehown Ln the flrm t r computatl,on worc offc-rsd Sql . L.'
'  ' ; l  " ' o4 ,  :  :  

" ' ;  

'

tarqraycrs tf th€ amounEe lnvolved could bc determlned frrqn thc
,  

:  . . . . . . . . . . . . 1  , ; .  
.  . . . ' j . n  

. ,  
, i , ,  

, : , .

firrr*i Federal tax ratutrn;' Tarq)aycre have Cifiea to proddcc ' '';''

')r-

rgh not ro nu9-[0,,,rc'. uadl. r . ;: ,:,. , .
the dlrect method of accountLng.

a, :  :  .  , , , . .

5 (a) . The anounte of tha aarcarnfit'ta l'n luue and the taxablo

ycars to whteh they pertaln are ar follorrr

r Tax

Strlurr Blosrer & ,
[ lcDowel l  I951-Lg59 $12,253.96

lntcrert to
$cptcubsr 7, 1955

, 1 .

912,224'-4i4"
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t'rederlck W. Straus
Lg54-570 1959 $780.5r

Jrrthur S. Grogtman
1951; 1954-57'  1959 $44O.44

C. Bdntln Mercier
1952-57,  1959 $3r480.94

Minton !{. CLute
1954-57,  1959 $879.24

l{aekenzle C. Balrd
L952-57, 1959 $580.80

-4

" Interegt to
Tax Septenber 7, 1965

$863 i00

s422.30

$2.927 .52

$699.4?

$502 .58

"i

. ' ' . '

Pengl.tv Tottl

g39 .O3 $1r682 .54

$22.O1 , .  9886.?9..;

$L74 iO5.  S6 '48a '51

$43.94  91 i622.51

$29 .O2 $ t  r112 .40

5lb). Ihe penalty and interect ta lmpoeed under :ectlon 376(l)

of 5?6 0f the bacl.cof, the Tax Isw and la eomputed at a penalty

tEx due plua lntcrest at l% p€r Bonth.

5. A prellnlnaty notLce of heartng waa l6nt on: rehntary "5r'

1970, and further noticer lcare sent for hearLng datF on !&y 
.7,

19?O, and on Octsbcr ztr, 1970. lthcro nouLc€8 were sBIrL to,the, ' '

flrm at Lta laat knorrn addreror 3O5 North !{lc}rlgaa Aveluc, Cbtclgoi
:  :  ' :  ' . '  

i ' ; ,

fllinolrr and to another addiesr al.ro on fller 59"$e*th Lgal'lb '

Street,e c}lcagor, Il,.llnola. troticec w6rc alao 
"*O,to 

f,rgdg-rLck W,
' '  .  !  

- .  
.  .  i  , .

gt rau 'and.At !hut rS.6rogrman 'd t [he,eameaddfaaFed. . in"car .e . , . - l

o f t .he f , l r rn , theon1y1dd1reseonf , I }e f1r .e i the1ofu . t t rA11.

of sald notlccs wdro" raturnod' lry, 61rr' tba't.'''bffice ai undell.verable.
J-

NotLcea wsre aleo gent to C. Edr*Ln McrcLcrr Ulnton U. Clute and

666 Penobgco! Ertldlngl DetrotE 26.

l,llchlgan, the ].aat hnorrn addrasa for each. Sald notLcet xrctr.: '

appar€ntly dlcl,L*rored. .
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lpnrtent;.. 'waa,a+r{eat:,the:.}rpa'b|,n9bt'wtuIanf.'] '..:.;.. ' l.
i  , i . '

q:eOnnor, EaQ., of Kramer, Marrr. Qreenlear A alckur. '*',,U-tC.OqaOr: 
., 

'

i :

had filed Ehe applicatlone for eaoh of the EatqPay.rs, lreroln,

he had panarl of attornay fron Ctraupr'$erclcr, Clutc' an0 O"iad,,' , :

and 1ad r6pr€66nted then, ln prtor p$ooeadl.ngra. At tl. hcarln9r .
, : .

horre veri, !,tr. Or Connor statod ,flrat ,h{r reptrerentattOn ,*.-{ 
d,l'di ' . .l

. ,  . ,  - r  
.  .  

! ; .  
-  i ' ' j  ' " . "  . '  . '  - . - , ' ,

wi threapeatuo lvoryono3xcoptmrck.ent le .C.Ba l rd , foswhog

hewaqept r rear l ,ng.  '  t ' , ,  ' ,
. . .  "  .  

,  
. . , , ,  

'  ' ' t ,  
t ,  

- .  
1 , , . , .

, eqsp,qslo.Ns. oLLAI{ ,' ,'

Aa to thc fttm thc tnrrrdcn of proof har not bcon met thaE

the aeresrmcnta ar9 lnconect,. -48 to tbe lndl'vldualrllartncrr;'.' 
..:'' ' 

.
f  l , r

there . ' .1 'no1aauaof1awor fec t . rcmeI ,n l t r9 .x !ur thb inor6 , t t? t , . '
. . , ' : , .

lndlvtdual partners wtth EhE oxEcpt,lon dif Ur. Balrd are ,,ln'd.daUlt

O

" o . i  
j

Fl 
_,

! . -

ln th*a proccedLng.

rhe arrclraantt lneludtng
l

correct and lrg dge.

,

DATEDa Albrny, 'I{ct 'Yotrlt '

July I1,  1973

tho prnalt,ier tre f,tnrnd

c@tMrB6r

. :: ' ' '
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t  a\ tm STATE OF NEW YORK
3?A t t  TAX  COMMrSg t0x

HEAFtr6 ut l l l

EO?ARO ROOK

3ECRETARY TO
coMra t3! tol{

AOOiCSS YOUi iEPLY rO

STATE TAX COi,!N4ISSION

N O R M A N  F .  G A L L M A N , , I - I  P R E S I o E N T

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

DEPARTMENT

Enc .

cc :  Pe t i t i one r , s
Law Bureau

Arthur s. Grossman 
JulY 11' L973

c/o Homer L. Grossman, Executor
305 Nort*r Michigan Avenue
Ctr icago,  I l l ino is  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
Sect ion(s)  3g6j  o f  tha Tax Law,  any
proceeding in court to review an adverse deei_
sion must be eommenced within 90 Days
from the date of  th is  not ice.

Any inquir ies concerning the computation of tax
due or refund al lowed in accordance with this
decision or concerning any other matter relative
hereto may be addressed to the undersigned.
Ttrese wil l  be referred to the proper pirty for
rep1y.

OF TAXATION AND FINANCE
BUILDING 9, ROOil 2l4A

srATE CltrPUt
ALSAI{Y. t{. Y. t222€

AREA COOE 518
457 -2655  ,  6 .  7

Dated: Albany, New york

Verlf truly yours,

- ' v  l , t . r /  /  , / ' 7 -
//tr/ L') { L,//\/4}1--(

/ l '
Nigel c. Wright
HEARING OFFTCER

Representative



1

STATE OF

STATE TAX

NEW YORK

COMMISSION

I n  t h e  M a t t e r  o f  t h e  A p p l i c a t i o n

STMU.S,  BLOSSER & MCDOWELL

f o r  R e v i s i o n  o r  f o r  R e f u n d  o f  U n i n c o r p o r a t e d
B u s i n e s s  T a x e s  u n d e r  A r t i c l e  1 6 4  o f  t h e  T a x
L a w  f o r  t h e  Y e a r s  1 9 5 1  t h r o u q h  1 9 5 9 .

In  the  Mat te r  o f  the  Ar : r : l i ca t ions

n f

F'REDER] CK W. S?RAUS
ARTHUR S. GROSSMAN

(BY HOMER L.  GRoSSMAN,  AS TRUSTEE)
C.  EDWIN MERCIER

MINTON M.  CLUTE
MACKENZIE C.  BAIRD

( e a c h  b e i n g  a  p a r t n e r  i n  S T R A U S ,
BLOSSER & I ITCDOWELL)

f o r  R e v i s i o n  o r  f o r  R e f u n o  o f  P e r s o n a l  I n c o m e
T a x e s  u n d e r  A r t i c l e  1 6  o f  t h e  T a x  L a w  f o r
t h e  Y e a r s  1 9 5 1  t h r o u c r h  L 9 5 7  a n d  1 9 5 9 .

CONSOLIDATED
DETER}4INATION

S t r a u s ,  B l o s s e r  &  M c D o r , t z e I f

q a ^ f r r f n r  { r i r a t -  C j . r :J s e L L \ J r r o  J U U \ J /  q l l u  J / 1  L J , .

f  i  l  a r r -  ; r n  ; n n l i c a t j - o n  u n d e r

Tax  Lar ,v  fc r  rcVr i ; i cn  o f  sep ; L .::-: e (:

c . A iy e a r i l /  a s s c s s m e n t s  e a c h  i s s u e d  u n d e r  d a t e  c i  S e  i : ; e r n . b e r  J ,  i

i tn r  i -h r .  \ , 'Fa  r -s  I  951 ; - ' l ^ ' ro r r r rh  L959 for uninccr lrc,  i : ; - t  : r :d bus inc' :ss

t a x e s  u n c e : : i : r c l e  l 5 A  o f  t h e  T a x  L a w "

i r r e c e r .  i n 7  Q i - v ' : : i .\ :  S . ,  G r o s s i , r e n Iionie :

h i s  t : : u s i e e , E o w i - n  M e : : c i e r ,  M i n t o n  M .  C l u anct 1!.:r cr,.c:

i i ) I l l ;

' i- i : 
U

ii

t s ^
L C

i  r  i -  - .  (e. i :h r_ng a rLne r  i n  t he  fo rm o fr \ )

:- r:

" ?  ̂ -  - ^ *
] J . U J J C i

the  TaxMc l )owe l1  ) ,  f  i  i r : i l  ; i p i : i I r n c t e r  s e c J I +  L ) L



z -

fo r  rev i s ion  o f  yea r l y  assessmen ts  i ssued  aga ins t  each  under

r l a l -o  n r  Qnnr - "nbe r  7 ,  1965 ,  f o r  pe rsona l  i ncome taxes  underL  I  t  L J V J T  L v L  y u r r v r r q r

Ar t ic le  16  o f  the  Tax  Law fo r  the  years  1951 th rougrh  L957 and

1 9 5 9 .

S a i d  a p p l i c a t i o n s  w e r e  d e n i e d  a n d  d e m a n i s  f o r  a  h e a r i n g

w e r e  f i l e d "  A  h e a r i n g  r v a s  d u l y  h e l d  o n  O c t o b e r  2 L ,  1 9 7 4 ,  d t

t h e  o f f i c e s  o f  t h e  S t a t e  T a x  C o m m i s s i o n ,  B 0  C e n t r e  S t r e e t ,

N e w  Y o r k  C i t y ,  b e f o r e  N i g e l  G .  W r i g r h t ,  H e a r i n g  O f  f i c e r .

W i l l i a n r  F .  O ' C o n n o r ,  E s q . ,  o f  K r a m e r ,  M a r x ,  G r e e n l e e  &  B a c k u s ,

a p p e a  r e  d  ( a s  i s  f r r r t . h e r  e x p l a i n e d  i n  t h e  f  i : - r d i n g s  o f  f a c c )  o n

b e h a l t  o f  a p p l i c a n t s  E d w a r d  H .  B e s t ,  E s q . ,  a p p e a r i n g  b V  F r a n c i s  X .

B o y l a n ,  E s q . ,  r e p r e s e n t e d  t h e  I n c o m e  T a x  B u r e a u .  T h e  r e c o r d

o f  s a i d  h e a r i n g  h a s  l : e e n  d u l y  e x a m i n e d  a n d  c o n s i d e r e q .

I S S U E

T'he  pr inary  i ssue in  th is  case is  whetaer  a  b : :okerage

E i r m ' s  i n c o m e  a l i o c a b l e  t o  N e w  Y o r k  s h o u l d  b e  c o m p u t e d  o l t  a

C i r e c t  a c c o u n t i n g  b a s i s  o r  b y  a  f o r m u l a  r n e t h o d  u n d e r  s e c t i o n

3 8 r o  ( E )  o f  t h e  ' I a x  L a w o A  s e c o n d a r v  i s s u c  i s t h e  a l l o w a n c e  o f

- ! ' :  ' ^ -  E a : hc g u u u t t L r r r 9 .  I

i nvo i vec  t f l  - - :  LS

c e r t a i n  e x j l e r - l s e s  u n d e r  t h e  d i r e c t  m e t h o d  o f

i nc r i i ' i , l ua l  pa r tne r  concedes  tha t  t he  i ssues

p € r s o n u l  i n c o r e  t a x  i i a b i l i t y  a r e  e n t i r e i y -,r ,a t  ive f  rorn the

I  . :  - .  r - i  I  i  * . ,
a  ! ( 1  v i  !  r  L )

FINDINGS OF FACT

v i ; r h  : . t s

S c r a u s ,  B - l . o s s e r

m a i n  o f f i - c e  i n

& McDowel l  was t :)

I  f  1 i ) f r a .  i  |  |  :  . ^ ^  - '
\ - : r I U ( l g U r  L L I T j I t J * 5

r : i t i e s  i : r o

r n a n o , l  r . r n  n f f - , - ^J . U ( . : j t t i ( J  c ; l  . l r  u l  r  ! \ - s
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i n  N e w  Y o r k  i n  1 9 5 1  p r i m a r : i l y  f o r  t r a d i n g  i n  o v e r - t h e - c o u n t e r

s e c u r i t i e s .  T h e  N e w  y o r k  o f f i c e  w a s  m a n a g e d  b y  a n  e m p l o y e e  o f

t h e  f i r m .  T h i s  o f f i c e  w a s  c o n t i n u e d  u n t i l  a t  l e a s t  1 9 6 3 .

2 .  T h e  f i r m  d i d  n o t  a t  a n y  t i m e  f i l e  a n  u n i n c o r p o r a t e d

b u s i n e s s  t a x  r e t u r n  i n  N e w  y o : : k .

3 -  T h e  i n d i v i d u a l  a p p l i c a n t s  w e r e  p a r t n e r s  i n  S t r a u s ,

B l o s s e r  &  M c D o w e l l .  T h e y  a r e  a 1 l _  n o n r e s i d e n t s  o f  l d e w  y o r k .

They  d id  no t  a t  any  t ime f i le  New york  persona l  income tax

r A { _ r r r n q

4 .  The  assessmen ts  i n  i ssue  were  compu ted  on  the  assump-

t i on ,  conceded  by  taxpaye r  to  be  t rue ,  t ha t  t he  manager  o f

the New York of f ice was compensated at  the rate of  5C:% of  the

prof i ts  o f  the New York of f ice as computed by the f i rm.  cer ta in

deduc t i ons  no t  shown  in  the  f i rm 's  compu ta t i on  were  o f fe red  to

t -axpayers i f  the amounLs involved could be determined f rom the

f i rm ' s  Fede ra l  bax  re tu rn . Taxpaye rs  have  fa i l ed  to  p roduce

s u c h  r e t u r n  o r  t o  o f f e r  a n v  a l t e r n a t i v e  e v i C , e n c e . No ev idence

n f  l ^ ^ n  i l n  I  i  n ni ras  been produced to  show tha t  the  fo rmula  method

v . 'ou ld  be  super io r  in  th is  case.  Erzen under  the  fo rmula  i : re thod

the  f i rm 's  computa t ions  show tha t  some tax  wou ld  be  c rue  c ,o i

i h e  y e ; r s  1 9 5 2  a n d  1 9 5 4  t l i r o u q h . 1 . 9 5 8  t h o u g i h  n o t  s o a s  u r d e r

Lher  d i rec t  r r e thoc l  c f  ; tCCo i i r r : l n t ] .

5 (a )  .  Thc :

v e a r s  t o  w h i c h

i l . o ' u - i : r t s  o f  t he  assessmen ts  i :  - l _ssu3  u i lC

L n e y  p e r t a i n  : r  j : e  a s  f o l l o w s ;

i - . . , - - : - J  ^
L G - \ c 1 \ f ! E

St - raus ,  B iosse r  &
McDoweL l  1951 -L959

i  d -x ,

\ : L2 ,253 -96

I n t . e r e s
Septenber  7 i 9 6 5

q t )  ) ) L  L A

Pen( ' l  I  t ' ' /

( 6 1 ?  ? \

' .1 'O 
tR -L

5 ,091 "15

. 1

I
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In te res t  t o
Sep tember  7 ,  1965  Pena l t v

F rede r i ck  W.  S t raus
L954 -57 ,  1959

Ar thu r  S .  Gross rnan
195 I ,  1954 -57 ,  Lg59

T A X

A - A   F 1

) / u u . f r

<LL ( \  44

$863  . 00

$422 .30

$2 ,827  . 62

$69e .47

$3e.03

$22 .o I

T o t a l

$L ,682  . 54

$eB4  .7  5

C .  E d w i n  M e r c l e r
L 9 5 2 - 5 J ,  1 9 5 9

M i n t o n  M .  C l u t e
L 9 5 4 - 5 7 ,  1 9 5 9

$3  ,ABC .84

$879 .24

$1 -74  .O5  $5 ,482  . 57

$43 .94  $L ,622 .65

M a c k e n z  i - e  C .  B a i r d
L 9 5 2 - 5 7  ,  L 9 5 9  $ 5 B O . B 0  $ 5 0 2  " 5 8  $ 2 9 . O 2  $ 1 , 1 1 2  " 4 0

5  ( b )  .  T h e  p e n a l ' c y  a n d  i n t e r e s t  i s  i m p o s e d  u n d e r  s e c t i o n  3 7 6  ( a )

o f  t h e  T a x  L a w  a n c l  i s  c o i - r o u t € d  a t  a  p e n a l t y  o f  5 %  o f  t h e  b a s i c

L a x  d u e  p l u s  i n t e r e s t  a t  7 7 ,  p e r  m o n t h .

6 .  A  p r e l i m i n a r y  n o t i c e  o f  h e a r i n g  w a s  s e n t  o n  F e b r u a r y  5 ,

1 9 7 0 ,  a n d  f u r t h e r  n o t i c e s  w e r e  s e n t  f o r  h e a r i n g  d a t e s  o t r  M a y  7 ,

L 9 7 O ,  a n d  o n  O c t o b e r  2 1 ,  L 9 7 O .  T h e s e  n o t i c e s  w e r e  s e n t  t o  t h e

f i r m  a t  i t s  l a s t -  k n o w n  a d d r e s s ;  3 0 5  N o r t h  M i c h i E a n  A v e n u e ,  C h i c a g o ,

I l l i n o i s ,  a n c l  t o  a n o t h e r  a d d r e s s  a l s o  o n  f i l e ;  3 9  S c u t h  L a S a l l e

S t r e e t ,  C h i c a g : o ,  f  1 l - i n o i s .  N o t i c e s  w e r e  a i  s o  s e n t  t c  F r e f , e r l . c r i  W .

S l r a u s  a n d  A r t h u . " r  S .  G r o s s m a n ,  a t  t h e  s a m e  o d d r e s s e s  i - n  c a r e

o f  the  f  i rm,  the  on1-12 ad ' ; . : : css  on  f i te  fo r  e i ther  o f  rae i r .  A l - i

o f  s a i . c  n o t i c e s  w e r e  r e i : u r n e d  b v  t h e  p o s t  o f f i - c e  . i s  u i : . d e l i v e r a b l e .

l Jo t i ces  were  ;Lso  sent  i :o  C.  Ec lw ' i  n  Merc ie i : ,  M in to r r  ' t t -  C l - t t t -e  ; . : :d

M a c k e : i z i e  C .  ,  a i : i  e i i c . i  ; L  6 5 5  P e n o b s c o t  B u i l d i n g ,  D e t r o l c  i l 6 ,

M i - c h : q a n ,  L h e  l a s t  k : i c > w r :  ; : C d r e s s  f o : :  e a c h .  S a i . , .  : o l i c * s ' ^ / e ' r ' e

a ppa ;-e ' :n Li \z de-] ,  ivered .

.'1 t'
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A n  a p p e a r a n c e  w a s  m a d e  a t  t h e  h e a r i n g  b y  w i l l i a m  F .

O'Conno r ,  Esq . ,  o f  K ramer ,  Ma rx ,  G reen less  &  Backus .  Mr .  O 'Conno r

had  f i l ed  the  app l i ca t i ons  fo r  each  o f  t he  Laxpaye rs ,  he re in ,

he  had  powers  o f  a t to rney  f rom S t raus ,  Merc ie r ,  C lu te  and  Ba i rd

a n d  h a d  r e p r e s e n t e d  t h e m  i n  p r i o r  p r o c e e d i n g s .  A t  t h e  h e a r i n g ,

h o w e v e r ,  M r .  O ' C o n n o r  s t a t e d  t h a t  h i s  r e p r e s e n t a t i o n  h a d  c e a s e d

w i t h  r e s p e c L  c o  e v e r y o n e  e x c e p t  M a c k e n z i e  C .  B a . r d ,  f o r  w h o m

h  r .  r ^ ; :  q  ; f  n n a ; r  r- r r - * -  L n 9 ' .

CONCLUSTONS OI' I,AW

As to t -he f i rm the burden of  'oroof  has not  been met  that

t he  assess i "nen t s  a re  i nco r rec t .  As  t o  t he  i nd i v i dua l  pa r t ne rs ,

b h e r : e  i s  n o  i s s u e  o f  1 a w  o r  f a c t  r e m a i n i n g .  F u r t h e r m o r e ,  t h e

i n d i v i c l u a l  p a r L n e r s  w i t h  t h e  e x c e p t i o n  o f  M r .  B a i r d  a r e  i n  d e f a u l t

i n  t  h  i s  p r : o c c c d  i n g .

' l ' h e  a s s e s s m e n t s  i n c l u d i n q  t h e  p e n a l t i e s  a r e  f o u n d  t o  b e

c--or r :cci  L a nci  a rc due .

D A T E D :

7 .

A- l l :an \2 ,  New York

J u l y  l l ,  L 9 7 3

STATE TAX COM}IISSION
I

,./" 
' ' '., '
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