
STATE OF NEW YORK
STATE TAX COMMISSION

In the l lat ter of  the Pet i t lon

o f
B.P. LESTER, MARK DAVTDS & HAROLD F. BEALE,
RYONS & COMPA}IY. & LESTER, RYONS & COMPAilTf
& LESTER, RYONS-& CO. LTOUTDATTNG rROSr--

For a Redetermlnation of a Deflciency or :
a Revlsion of a Determinatlon or a Refund
of Unincorporated Business :
Taxes under Art ic le$l  23 of the
Tax Lawrfor the Year{€DQGffiKlQOffi( :

L 9 6 9 .

State of New York
County of A1bany

Bruce Batchelor

AFFIDAVIT OF MAILING

, being duly sworn, depoees and eaye that

:rhe is an empLoyee of the Department of Taxation and Finance, over 18 years of

age, and that on the 26 day of April , Lg77r>tstre serye! tbe wlthin -- -

Norice or Decision by (cer*ried) mail up*ng5:itg"f!lF5*#u"5XEnl'3:.
& IJester, Ryons &

Co .L iqu ida t i ngT rus t@thepe t i t l one r1n thew1 th inp roceed lng ,

by enclosing a true copy thereof tn a se_cureLy qealed postpald wrapper- aCCre-eged- -  
B. P. Lester,  Mark Davids and t tarold F. Beal-e; individualJ-y

as fol lows: and as co-partners, dtb/u the f i rm name and style of
Lester,  Ryons & company and Lester,  Ryons & co. Liquidat ing Tmst
453 South Spring Street
Los  Anse les ,  Ca l i fo rn ia  90OL3

and by deposlting samE enctosed in a postpaid properly addressed wrapper Ln a

(post of f lce or off ic ial  depository) under the exclusive care and custody of

the United States Postal  Servlce withln the State of New York.

That deponent furrher says thar the satd addreasee le the CffiOffiDO@(

}rcft{X petitioner hereln and that the address set forth on said lrrapper ie the

last known address of the @ pet i t loner.

Sworn

26

EO

day

before me this

o f  Apr i l

rA-3 (2/76)

,  L977 .
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STATE OF NEW YORK
STATE TN( COMMISSION

In the Matter of the Pet i t lon

o f
LESTER, MARK DAVTDS & HAROLD F. BEALE,

'_fr *? oH$6ffi ' nusIT I fl P 6s' B{8ffrn u' fi 8Hfio*
! 'or  a KeoecermlnaElon of  a uet lc lency or  :
a Revislon of a Det,erminat,lon or a Refund
6g Unincorporated Business
Taxes under Art icle{S 23

AFFIDAVIT OF MAILING

of the

, being duly eworn, deposes and aaya that

Departnent of Taxatlon and FLnance, over 18 yeare of

day of April- , L9 77, )€be eewed the within

Tax Lawrfor the Year6lFOf)C&(ilSdW0 :
L969 .

Sta te  o f  New.York
County of Albany

Brarce Batchelor

ifie is an employee of the

age, and that on the 26

Notice of  Decis ion by (certlfled) mail upon iI. Kenneth Thompson, Esq.

(representative of) the petitloner ln the wlthtn proceedlng,

enclosLng a true copy thereof ln a securely sealed postpaid rrrapper addreesed

fol lolss: J. Kenneth Thompson, Esq.
L2O Broadway,
New Yorke New York 10005

and by deposlting same encl-osed in a postpaid properly addreesed wrapper Ln a

(post of f ice or off lc lal  depository) under the exclusive care and cuetody of

the United States PostaL Servlce withln the State of New York.

Thar cleponent further says that the sald addressee le the (representatLve

of the) petitioner herein and that the address set forth on eald wrapper le the

last knolrn address of the (representative of the) petltloner.

by

a s

Sworn to

2 6  d a y

before me this

of APri l

rA-3 (2/76)

,  L977



STATEOF NEW YORK

STATE TAX COMMISSION

DEPARTMENT OF TAHTION AND FINANCE

TAX APPEALS BUREAU
S T A T E  C A M P U S

A L B A N Y ,  N . Y .  1 2 2 2 7

f,prLl 16r L07t

l. $. llltrtr th$G Drvldr rnd
strold l. nrLr, LndLvlduruy
ud m do,flrrtr.rl , Cttft

r tha fitr En rld ft1ltr ot' 
t{ttlrr &|onr * Gapqr |!ld
tortctr ryoil * so. ltguldrttng frurt
{tt ,qrtlt lprtng ltnrt
IlCIf lMnhl" oltrtornlr 9001t
Oratlncnl
Please take notice of the OfOlflOa
of the State Tax Cormnission enclosed hererwith.

?lease take further notice that pursuant to
Section(1) ?rt of the Tax Law' anY
proceeding in- Eourt to review an adverse deci-
sion must be cormnenced within { fOnthf
from the date of this not ice.

Inquiries concerning the computation of tax
due or refund allowed in accordance with this
decision or concerning any other rnatter relative

They
ly.

ADDRESS YOUR REPLY  TO

rEL EPH.N Ei tu, a )allllltll-

hereto rnay be addressed to the
will be referred to the proper

Enc.

cc :  Pet i t ioner 's .S{ifi}ry otrttn

for

msu
!!|rr

Taxing Bureau's Representat ive:

rA-1 .12  (L176)
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STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petit ion

o f

B. P. LESTER, MARK DAVIDS AND
HAROLD F. BEAIE, individuallY

and as co-Partners,  d/b/u
the firm name and stYle of
LESTER, RYONS & COMPAI{Y and

LESTER,RYONS & CO. LIQUIDATING TRUST

for a Redetermination of a Deficiency or
for Refund of Unincorporated Business Tax
under Article 23 of the Tax Law for
the Year L969.

DECISION

at  the of f ices

New York,

B. P. Lester, Mark Davids and llarold F. Beale, individually

and as co-partners, d/b/u the firm name and style of Lester, Ryons

& company, and Lester,Ryons & co. Liquidat ing Trust ,  453 South

Spring Street,  Los Angeles,  Cal i fornia 90013, f i led a pet i t ion

nnder sections 689 and 722 of the Tax Law for a redetermination

of a deficiency of unincorporated business tax under Article 23

of the Tax Law, for the Year L969.

A formal hearing was duly held on April 8, L975,

of the State Tax Connnission, T\oo trIorld Trade Cenger,

New York,  before Nigel  G.  Wr ight ,  Hear ing of f icer . The petit ioner

was represenUed by J. Kenneth Thompson, Esq. The Income Tax Bureau

was represenCed by Saul  Heckelman, Esq. (James A. Scott ,  Esc[ ' ,

of counsel). The record of said hearing has been duly examined and

considered.



-2

ISSUES

I. Wtrether a California based securit ies broker and dealer,

which owned a seat on the New York Stoek Exchange, but had no

off iees or employees in th is state,  and Lransacted i ts business

on the Exchange through New York correspondents, is subject to

unincorporated business tax on the gain from the sale of such seat.

I I .  I f  said gain is subject  to unincorporated business tax,

may the amount of the gain reaLLzed be reduced by the amount of

dues, assessments and other pa)rments made by petit ioner to maintain

the seat?

FINDINGS OF FACT

1. On January 29, L973, the Income Tax Bureau issued a

Statement of Audit Changes against B. P. Lester, Mark Davids and

Harold F.  Beale,  indiv idual ly and as co-partners '  d/b/u the f i rm

name and style of Lester, Ryons & Company, imposing New York State

unincorporated business tax l iabil i ty for the year L969 in the

amount  o f  $12 ,529 .92 ,  p lus  in te res t  o f  $2 ,096 .26 ,  fo r  a  to ta l  o f

$L4,626.I8.  A Not ice of  Def ic iency for said amounLs r i las also issued

on January 29, L973, under Fi le No. P/S -  3897.

2.  B.  P. Lester,  Mark Davids and l larold F.  Beal-e,  indiv iduaLly

and as co-partners, d/b/u the firm name and style of Lester, Ryons

& Company, and Lester, Ryons & Co. Liquidating Trust, f i led a petit ion

for a redetermination of said deficiency.
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3. Lester, Ryons & Company, was a securities broker and

dealer wi th i ts pr incipal  of f ice in Los Angeles,  Cal i fornia.

It had no offices or employees in New York State and prior to

L969 it f i led no tax returns with New York State. It ceased

doing business on October 31, L969. I t  had thir ty general

partners at that t ime. Its assets and affairs are no\,v managed

by the Lester,  Ryons & Co. Liquidat ing Trust .

4. Lester, Ryons & Company had purchased a membership or

"seaL" on the New York Stock Exchange in 1951. Said seat was

originally held in the name of one of its general partners, B. P.

Lester and was transferred to the name of another general- Partner,

Sigurd R. t r ' Iendl in,  Jr . ,  on January 2,  L969. The seat was sub-

sequent ly sold to an outsider on October 31, 1969, for  the pr ice

o f  $350 ,000 .00 .

5. Although Lester,Ryons & Company had a parEner designated

as i ts f loor representat ive,  said representat ive ef fected no

purchases or sales of securit ies on the floor of the New York Stock

Exchange. Its .transactions vrere handled by corresponding brokers

in New York. The main correspondent was Pershing & Company.

6. The sale of the seat on the New York Stock Exchange was

reported on the L969 United States partnership return of Lester,

Ryons & Company as a sale of a capital asset with a tax cost or
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other basis of  $58,979.27 and a resul t ing capi ta l  gain of

$291,020.73. Lester,  Ryons & Company reported an overal l  loss

of more than one mill ion dollars on its Federal return for the

year  L969.

7. The following amounts were expended by Lester, Ryons &

Company in connection with its membership on the New York Stock

Exchange from 1951 through L969:

Dues paid to the New York Stock Exchange from
1951 th rough  L969 ,  $20 ,052 .03 ;

Amounts paid towards the Exchange's gratuity fund
f rom 1951  th rough  L969 ,  $6 ,081 .36 ;

Amounts paid to the Exchange from 1953 through L963
for the ret i rement of  meuiberships,  $1 ,645.Q}t

Amounts paid to the Exchange Ln L964, L965 and L966
in connection with the bankruptcy of lra l laupt & Co. ,
99 ,043 .94 ;

Amounts paid to the Exchange, 8s assessments on
members from 1951 through L969 computed at L% of
ne t  coumr iss ions  ,  $135 ,544.54 ;

The cost of an arbitration proceeding involving the
terms o f  sa le  o f  the  membersh ip ,  $ l  ,229.LL .

The pet i t ioners c la im that the above amounts,  which total  $129,595.98,

should be added to the Federal cost basis of the seat in determining

the New York cost basis for unincorporated business tax purposes.

CONCLUSIONS OF LAW

' A. That the seat on the New York Stock Exchange was an asset

of Lester, Ryons & Company (Matter of Gregory & Sons, State Tax

Comniss i 'on,  June L9,  L972;  Mat ter  o f  Fre iday & Co.  ,  State Tax

Cornn iss ion ,  December  1 ,  L972 . )
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B. That said asset was intangible personal  property

which had a business situs in New York State and the gain

on the sale thereof is subject to taxation by New York State.

(Peop le  ex  re l .  Wh i tney  v .  Graves ,  299  U.S .  366  (1937) ) .

C. That the gaLn on the sale of the seat constituted r.rnin-

corporated business gross income within the meaning and intent

of section 205 (a) of the Tax Law and is subject to r:nincorporated

business tax as imposed by sect ion 701(a) of  the Tax Law.

D. That petit ioners have failed to prove that the payments

totall ing $173 ,595.98 urade in connection with the maintenance

of the seat were capital expenditures which would increase the

tax basis of the seat and reduce the amount of the gain.

E. That the pet i t ion is hereby denied.

DATED: Albany, New York

Apr i l  26 ,  L977

STATE TAX COMMISSION

f.,; K,t*--,^---



t STATE OF NEW YORK

DEPARTMENT OF TA)(ATION AND FINANCE

TAX APPEALS BUREAU
S T A T E  C A M P U S

A L B A N Y ,  N . Y .  1 2 2 2 7

AprLL 26, L977

UbT

ADDRESS YOUR REPLY  TOSTATE TAX COMMISSION

TELEPHoNt: r"r"tLE7 472 3

r

B. P. Lester; Mark Davids and
Harold F. Beal-e, individually
and as co-partners, dtb/u
the firm name and style of
Lester, Ryons & Company and
Lester, Ryons & Co. Liquidating Trust
453 South Spring Street
Los Angeles, Cali fornia 90013

Gentlemen:

Please take notice of the Decision
of the State Tax Conrnission enclosed herewith.

Please take further notice that Pursuant to
Section(X) 722 of the Tax Law, any
proceeding in court to reviegt an adverse deci-
sion must be cormnenced wf.thin 4 months
from the date of this not ice.

Inguiries concerning the computation of tax
due or refund allol'ved in accordance with this
decision or concerning any other nntter rel-atLve
hereto may be addressed to the undersigned. They
will be referred to the proper

v

g reply.

B .
rvising Tax

ring Off icer
Representative:

Taxing Bureaur s Representative:

Enc.

cc :  Pet i t ioner 's

rA-1 .  12  (L l7  6 )
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sTAm Or Nglr ?oRK

srATB TAI( Colft.{l88roN

In the Mat,ter of ttn Pctttlon I

o f

:

i

; . -

>t tt

the Yeer L969, 
'

undGr srctione 6gg and 122 of" ttrs Tax llw for a tadctcrsffr*qXqn,. '.;-;,::,*;
'. :..

:Dorated buala ArG{€k'2t ' ."'" '!,of a dcfteteno1:ot, rstlneofPofsted bucltlcce tar rtn&t --..,;!:i,r, ,-r .. .,. #.1 ..
:  , .  

. , ! i .

of ttrs tax l,aw, for the Ycs 1969. ' ' i . ' "  :  
'  ' ; ' - 1

A fomal hearlng was duly hcld on Aprl1 8, 1975, Et tbr' ottl#, 
.-' :  

". . . ;-; ' .*r ' , . .
of, tbe State fax eomtcelon, two lforld Tradc gtnttF' !l.r TotLt t- i8*:,l .,

New Tork, bcfore Nlgcl €. Trt![t,, Hcartng Offtcar' Ttrf prG|'It!*

uar rep ctrntrd py j. K*4qoth lborypon, Fcg. ,!tf fnconG ltF':IflI

war reprbsentcd by Sn1|. Ileckelurn, Erq. (Jmt A. Sc&tt,'Stf"f ' ;
'  

- ' - :  
:  

- ' ' l  -  
'  

. .  1

rre'i a of co$scl). The iccor$ of,, raldlieeri4g har F'p-q d$1#'

B. P. I,ESIER, MARK DAVIDS AI{D 3
HAROLD f. BEAI.E, lndlvl&re[Y

snd as co-plrlners, d/b/n 3
the fl,lm nenc and rtYlc of

. ,LE$TER, RYONS & COHPAIIT and 
' :

LsSrBn,Rl'oNs & co. LrQurDAtrlrc rRusr 
r

for a Redecaraination of e DcfLclcrrey or
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drns, aosoat&Bts

tht. seat?

r$rDINC6'OF rAqr
- r  

_ .  
I  r

1., 0n January 29, :.973, tha Inconp Tax Bqraeu faeged r ,
gtstement of, AudLt Chengcr agalnat B, F. Lcgtcrl tderli Davtdr a#

ur,tucorporated bugtneas tax liabrlrfy f6r the yoar 1969",::t,*irfi. ','i. i"l"i;',.

artrr lnl t  of $12,52g.g2, plue lntrrort  of,  $2,095.26, for a tot* l  of, , .
' . , ' :  l

orid" rmunt3 '1ilr' elto t.llrgF.{, .: ;
$14,626.18. A t{otlce of DrfLcLency for

on Jarnraty 29, 1973, urrder Flle No. P/S - 3897,
.  :  , :  

. . .  , , , , - t l . r + , . , i : i :

for a' ,redrternLnat!.on of said 'dsflc&uey. -

'-. ') '
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3. taatar, Byona & Coryaay, w88 a socufities brokm e!l'r
..,: .. ,

dcaler wlth tta prLneipel offtCc tn lpr Angelce, Cellforfla'i rt^'n
|  

! , ,

It hsd no offLeet or ery1oy6el Lrr Nclr lork State and prtor -to '

I

a-,1

1969 tt flled no tax retlrrns slth Ncw Yolk StatG. .It:c€etsd 
' 

,

doXng buslnerr orr octobcr 31, 1969. It had thlrty SssFrlt 
'''-r 

" 
;'

partncrs et ttrat t{mc. IE ao..Er rnd affelrr are noe ulnagr{ ,
.- , !,i

by tha Leltct, Ryons & Co. tlguidattng Trugt.

4. Lcrter, Ryonr & Coryeny bed pqFnaeed e ncnbcrehrf'or 
', 

'\''

"ceat' on'tho Hew York Stock tsxchaRgr ln 1951' 'st!'d tant uf,c -...1'

orLgtlalLy held ln tbe nens of one of ita gencral. Drtrtncrt, t,,.3- ,.

Lester and waa tranafcrred co the nrnc of another gaBsral pcrtner,

$lgnrd R. Ifendlln, Jr., on Janrrary,2, 1969. TttG clat rlt'fuDq', i,I a*..1 
| .r

. i:.S. ' -;

aeqrrently eold to ea outrider oa October 31, 1969', for tlq Pr{cr,' 
:i 

.' 
:

o f  $3501000.00,  
t ' " '  

; "  
'  

.  
'  '

5 .A1t t rougsLeoter ,R5rone&CoryanyhedaPar tncrdr r {gnetad.

, sald repreaentatlvo effected rro :

prircharaa or gales of aecurlttas oa tJro,f,Loor of the ilcr lorhStoel&. ,' 
'''

'  ' T " r
Exchange. Its tranSactlona wlrc handtsd by corrcrgondLqglbrohbcr;'1.. .-"i'''i:;:

. , , , T '  . ,  
. - . . , ; .  . . n  . ; : , y . ; , l i f

.+  j  . . . { .'  
,  -  , - ; .  - t  -  :  l ; i , . .  , * , i '  ' ; *  '  :

tn New York. The naln correspondent was Psrrhlng & @npany. " , .'1 *'-' ";
^€:t,:,!, ., .,,1' |i; 'i11'

6. Tbe gaLc of the seat on the Uew York Stock Erchrntp'fr . ' , 
"

, .  
'  

, . ; t

raported,on the 1969 ,Ilnlted States partnerihlp retrrrn of lrr*r'; ' .
: , ,

Ryonr &.Coryany ar s tele of a capltal attet wltb e tal:.coac of- _.
1: .  , :
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other basie of $58,g7g.27 and a resultlng capltal galn of

$29LrOZA,73. Iactcr ,  Ryons & Coupany reportcd an overal l  lor t  . . . , . .

o fmre thanonen l11 l .ondo l .1a r !on i tgFcdere1ro t r rg r fo r the

ycar 1969,
.  * i  r 1

7. Ttre followLng aupunto wer€ expended by Le eter, Ryona &-

Coryany Ln conneetlon wtth 1te noserehtp on ttrc Ncw York Stoek .
Exchange from L95t. through t969!

Duea pald to $q-New York Stock Exchangc from l'
1951 through 1969, $20,052.03; 

' l

4po,*91-pa1-d toward,c the Exchan g9' a gratuLty frnd : 
'. 
,f rom 1951 through L969, 96,081.35;

Amountg patd to ttrc E*ctrangr from 1953 ttrrough 1963
for tho rctLrement of mcnberchlpe, $1,645.00t :
Arcunts pald to tbe Exchange ln 1964, 1965 and'1966
Ln connect{on wlth the barrkruptcy of lre Hrupt' & Co. ,
$9 r  043 .94;

Amountg paLd to the Exchsnge, 86 assesrnontr oD
membere fron 1951. tbrough 1969 coryuted at 1? of
net cormlsslong, $135,544.54i

The cost of an arbltratlon proceedlng lnnolrrlng the
terma of sale of tbo rnemberihl.p, $1, f29.11.

The petLtlonsre claLm that the abovo rsorrrrts, whlch total $173,595..S8,

ehould be added to the Federal coEt baal,s of the 6eat Ln detennlnlng

the New York cost basf.s for unlneorporated buglnera tax purpotG.f . ,

g9NcLu8r9N8 gr raw , ' 
:

A. That the se&t on the New York Stoek Exchangc wsr an ecmt

of Lester, Ryone & coryang (!{gFter o€ Grggorv & song, stata Tail .*.

Comr{sgt"on, June 19, L972; l{atter.of Frelday &. Co., $tate Tax

ComlesLon, Decenber 1., L972., 
. jr,,

' ' ., '

':r

' ra"
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