
STATE OF NEW YORK

STATE TA)( COMMISSION

In the Matter of the petit ion

o f

Cl in ton S.  Lutk ins,
Wi l l iam Barret t ,  Brown,  et  a l .

d/b/a
R.W. PRESSPRICH & CO.

for a Redetermination of a Deficiency or
for Refund of Unincorporated Business
Tax under Art icle 23 of the Tax Law for
the Years L964 thro ugh L967 .

DECISION

cr in ton s .  Lutk ins,  wiL l iam Barret t  Brown,  et  a l . ,  d tb/a

R.w. pressprich & Co., gO pir ie Street, New york, Ner,,,  york IOOO5,

fi led a petit ion for the redetermination of a deficiency in unincor-

porated business tax undet Orar", e 23 of the Tax Law for th€ years

L964 through L967

Said deficiency vtas asserted by notice issued March 29, Lg7L,

under val id consents f inding the period of l imitations under Fi le

No. P/s 3628 and is in the amount of ggo,2g|.vl,  plus interest

o f  $ r7 ,64L .62  fo r  a  to ta r  o f  $97 ,926 .33 .  Th i s  i s  made  up  o f

$2 ,408 .96  fo r  1964 ,  $3 ,4g5 .Lg  fo r  1965  ,  $42 ,569 ,3g  fo r  Lg66 ,  and '

$31,812-18 for  L967 p lus in terest .  I t le  pet i t ion here in re la tes

however only to the amount of $3O,Ogg.g9 plus interestfrr Lg66

and  $22 ,433 .32  p lus  i n te res t  f o r  L967 .
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A hearing was duly held on NcTember 20, lg74r dt the off ices

of the state Tax commission, Two worrd Trade center, New york,

Ne\^t York, before Nige1 G. wright, Ilearing officer. 1[tre petitioners

htere represented by Jack Wong, C.p.A- of Oppenheim, Appel, Dixon &

Co. The Income Tax Bureau \^ras represented by SauI Fleckelman, Ese. r

appearing by Alexander Weiss, Esq., of counsel.

fhe record of said hearing has been duly examined and considered,

ISSUE

The issue in this ease is whether certain salaries received

by individuals, who wer6 partners in the petit ioner f irm, should

be included in the income of the petit ioner.

rrriorwcs or racr

1. R.W. Pressprich & Co. is a general partnership organized

in 1909 with i ts principfe off ice at 80 pine Street, New york City.

At its inception, it was primarily a bond house, It is nolrr engaged

in business as a securit ies broker and dearer and is a member

firm of the New York and American stock exchanges and a member

of the National AssociaLion of Security Dealers. l l tr is partnership

was incorporated on March L, 1968; after the years here in question

but continued to do substantial ly the same kind of brrsiness as 
'

be fo re .

2. The partnership's income was earned from commissions on

securit ies handled as a broker for customers trading profi t  on
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securit ies purchased and sold by i tself thetrading profi t  on

new issues which it  distr ibuted as part of a syndicate investment

advisory fees from individuals, interest from eustomer accounts

and interest and dividends on its own holdings

3. Ttre proportionate interest of each partner in the partner- :

ship ranged from .9% to LO.g%.

4. In October, 1963r d corporation was formed and named

R.w .P ressp r i chaCo . , I ne .T t r i s rema ineddo rman tun t i ] . , . ' anua ry '

L966, when it  commenced business at 80 pine Street, New york City, l

in space adjacent to thb space of the partnership. The stock

of this corporation was wholly owned by a corporation acting as

a holding company and which 
tin 

t.rrn was owned by the partnership,

R.w. Pressprich & Co. On March 1, 1969, after the years here in ,,

question, this corporatio-n ctrangea its name to the pressprieh .

i
Corporation but has continued doing the same business as before. 

i

5a' The corporation received its ir ieome from five activit ies, 
'

each of which was organized into a separate department: advisory 
l

fees from municipali t ies for eonsultation on.the types of securit iesl

fees to issue for the private placement of securit ies of corporations

: ,t o i ns t i t u t i ona l i nves to r s ;adv i so ry fees f romra i J . r oadsasa ,

consultant and expert witness with respect to mergers and f inancing;

adv i so ry feesw i t h respec t t omor tgagesando the r f o rmso f rea l .

estate i inance and advisory fees from corporations with respect

to merg'ers or fj-nancing. 
t'
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5b. These activit ies had

ins ign i f icant ly  pr ior  to  1966.

in the securit ies business in

in importance since then.

, .l i.t
{. r'

been engaged inTpartnership only

They had only become important

the 1950' s and had steadily grourn

to the partnership

o f  $752 ,497 .L3

6. l [ tre deficiency in issue attr ibutes

salaries recejived by the. individual partners

in  1966  and  o f  $560 ,832 .96  i n  1967 .

7 .  The  sa la r i es  ranged  f rom 925 ,000 .00  to  $40 ,000 .00  i n

Lg66 and f rom $IO,OOO.OO to g55,OOO.OO Ln L967.  Each par tner

received a salary excepL one who was a full- time fl-oor broker

with the New York stock Exchange. The total sararies paid to

all partners were about one-half of the total disttibutive shares

of aII partners in 1966 and,wer.e about one-third i .n Lg67.

B, Ihe saLaries f. . i  no obvious relation to the proport ionate

partnership interests.

g. I1he salaries paid to partners by the corporation were

subject to withholding taxes and each recipient was covered for

unemployment insurance

10. The services performed as corporate offices are in some

individual eases similar to services to which the indivii lual is'

assigned in the partnership in respect to the knowledge of a

specialized area, contacts with sources of business and so forth.

11. Itre partnership is subject to the supervision of the
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Securit ies and Exchange Commission and the stock exchanges. l lhe

corporation and its activit ies is subject to no regulatory

author i t ies.

,I2. 
One purpose of forming the corporation was to maintain

a segregation of regulated from unregulated activit ies. Another

Purpose qtas to provide an organizational structure to focus the

activit ies of the part icipants in the most profi table areas of

the security hrsiness. .

13. I1he partnership even in respect to syndications did not

normally handle the securit ies with which the corporation was

involved

L4. Tlhe corporation .nC tn" partnership maintained separate

letterheads and telephone numbers. They maintained separate books

and record,s. They have =lU"t"ntial ly different employees and have

separate payrol ls and payrol l  tax returns. They have separate

off ices and separate occupancy tax returns. They have separate

bank accounts and insurance eoveragfe.

CONCLUSIONS OF LAW

The petit ioner is not subject to tax on the safaries in

quest ion (see Pet i t ion of  F.  Eberstq l !  aL4_!o. ,  S.T.e.  , f i r ly  23,

L974r CcH New York State Tax Reporter l I99-954).

The deficiency is erroneous in part. The amounts due for

L964 and 1965 remain respect ive ly  $2,4O8.96 p lus in terest  o f
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$860 .72  and  $3 ,495 . I0  p lus  i n te res t  o f  $1 ,039 .12 .  l l t r e  amoun ts

due for 1966 are recomput.ed to be $L2,468.50 plus interest to

the date of  the def ic iency of  $2,958.78 and for  L967 to be

$10 ,667 .29  p lus  i n te res t  t o  t he  da te  o f  t he  de f i c i ency  o f  $1 ,891 .31 .
:

Said sum is due with such further interest as shall  be computed,

under section 684 of the Tax Law.

DATED: Albany, Ne$/ York

February 28,  L977

STATE TA)( COMMISSION
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COMMISSIONER


