
STATE OF NEId YORK
STATE TN( COMMISSION

In the Matter of the Petit ion

of

Advest Company

(formerly PuLnam,

for Redetennination of a

of a Determination or a

Unincorporated Business

under Art icle 23 of the

Coff in & Burr)

Deficiency or a Revision

Refund of

Tax

Tax Law

& L969 .

AFFIDAVIT OF MAIIING

St.ate of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee
of the Department of Taxation and Finance, over 18 years of age, and that on the
23rd day of May, 1980, he served the within notice of Corrected Decision by
cert i f ied mail upon Advest Company, (formerly putnam, Coff in & Burr), the
petit ' ioner in the within proceeding, by enclosing a true copy thereof in a
securely sealed postpaid wrapper addressed as fol lows:

Advest Conpany
(formerly Putnam, Coffin & Burr)
6 Central Row
Ilartford, CT 06103

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post off ice or off icial depository) under the exclusive care and custody of the
united states Postal service within the state of New york.

That deponent further says that the said addressee is the petit ioner herein
and that the address set forth on said wrapper is the last known address of the
pet i t ioner .

Sworn to before me this

23rd day of Uay, 1980.



STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Petit ion

of

for Redetermination of a

of a Determination or a

Unincorporated Business

under Article 23 of the

for the Years 7967. 1968

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee
of the Department of Taxation and Finance, over 18 years of age, and that on the
23rd day of May, 1980, he served the within notice of Corrected Decision by
certified mail upon Glen I./. Berwick the representative of the petitioner in the
within proceeding, by enclosing a Lrue copy thereof in a securely sealed
postpaid wrapper addressed as fol lows:

Mr. Glen W. Ben*ick
Peat ,  Marwick,  Mi tche1l  & Co.
100 Consti tut ion plaza
Hartford, CT 06103

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post off ice or off icial depository) under the exclusive care and custody of the
United States Postal Service within the State of New York.

That deponent further says that the said addressee is the representative of
the petit ioner herein and that the address set forth on said wrapper is the last
known address of the representative of the petiti

Sworn to before me this

23rd day of May, 1980.

Advest Company

(formerly Putnam, Coff in & Burr)

Deficiency or a Revision

Refund of

Tax

Tax Law

& 1969 .

AFFIDAVIT OF MAIIING



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY, NEW YORK 12227

YIay 23, 1980

Advest Company
(formerly Putnam, Coff in & Burr)
6 Central Row
Hart ford,  CT 06103

Gentlemen:

Please take notice of the Corected Decision of the State Tax Commission
enclosed herewith.

You have now exhausted your right of review at the administrative level.
Pursuant to section(s) IZZ of the Tax Law, any proceeding in court to review
an adverse decision by the State Tax Commission can only be instituted under
Article 78 of the Civi l  Practice Laws and Rules, and must be commenced in the
Supreme Court of the State of New York, A1bany County, within 4 months from
the date of this notice.

Inquiries concerning the computation of tax due or refund allowed in
accordance with this decision may be addressed to:

NYS Dept .  Taxat ion and Finance
Deputy Commiss ioner  and Counsel
Albany,  New York 12227
Phone # (s18) 457-6240

Very truly yours,

STATE TAX COMMISSION

Petit ioner' s Representative
GIen t/.  Berwick
Peat ,  Marwick,  Mi tchel l  & Co.
100 Constitut ion Plaza
Hart ford,  CT 06103
Taxing Bureaut s Representative



SHIE OF NEW YORK

STATE TA)( CTMMISSICT{

In the l4atter of the Petition

of

AfMEgr co.
(FOB0{ERIY PIIINAM, @FEIN & B[RR)

for Redeterrninatiqr of a Deficienqr or
for Refirrd of Unincortrnrated, Ersiness
Tar urder Article 23 of the Tax Iaw
for ttre Years L967, 1968 arxl L969.

@RRrcTED
DTISIChI

Advest e:o., 6 Central Rotr, Ilartford, Connecticut 06103, filed a petitior

for redetermination of a deficiency or for refird of r.urincoryorated busilress

ta:< urder Article 23 of the Tbl( Law for the years L967, f968 ard 1969 (File

l{os. 10900 ard 10915).

A forrnal hearing was held before Solcmon Sies, Hearirq Offier, at the

offices of ttre State Tar @rnission, T\mc Wor1d Trade Center, Nevrr York, Iibnr York,

on Decsnber 9, L976 at 11:15 A.M. Fetitioner apeeareA b1r Peat, Ivlar/rrick,

Mitchell & Co. (Glen W. Benrri,cl<, CPA). Tb Alrdit, Divisiqr atrpeared by Feter

ko'bty, Esq. (Abrahdn Sctnr.rartz, Esq., of aounsel) .

ISSt'E

V{hether petitionen properly allocated inoane b1r usLrq the ttrree-fasbor

fonrnrla established. by section 707 (c, of the Tb:< Iaw, or vrhether the Irpcne

Ib:< Hrreau properly allocated petitioner's jnocrne by usirg the direct rethod

of accourrting determined frcnr petitionen's books ard reconils, €ls trxouided for

by section 707 (b) of ttre Tax law.
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FINDIIreS OF FACT

I. On October 3L, L964, the stocjk brokerage firm of Rrtnan & Ccnpany of

Ilartford, Oonrectsictrt, nerged wittr the bu:okerage fi-rm of Ooffin & Butr of

Boston, lqhssactrusetts ard becare l<rtorlin as Pr.rtnan, Coffin & Rlrr. Dring L967,

Rrtnan, Ooffin & hrrr renged with the stocl< bokerage fj-r:n of Doolittle & 6.

ard becane l<nCI^m as Advest Co., tle petitioner trerein. Ttte rnain offioe of the

partnership was located at 6 Central Ror^r, Ilartford, Cqrecticut, with bandt

offices in ltbine, lfassachusetts, ldend llarpstrire, Iile[,r ]nork ard CmnesEicttt.

2. Rrtnan, Coffin & Bttr filed Nerar York State partnenship returns for

ttre calendar years 1965 aflI L966, Advest Co. filed titsltr York State partnership

retruxrrs for the years Lg67 | 1968 ard 1969. Petitioner executed waivers elrterd-

ing the peniod wittrin whictr to issle assessrents of unjnaorponated h:siness

ta< until April 1,5, L975.

3. On ltby 3L, I974t tlre Inccne Ta:< B.rreau issued a Statsrent of Atrdit

Clranges against fte partnership of Rrtnan, Coffjn & Blrtr for 1965 ard 1966'

inpos5ng additional uninorSnrated hrsiness ta:< in the ansrnt of $2,522.33,

r,vith interest of $11325.38, fu a total of $3r947.7L. Aooordingly' it iszued

a l{otj-ce of Deficienclz on January 27, L975. On l{ay 3L, 1974, the Inste Ta:<

Breau issued a Statsrent, of ?urdi-t Ctrarqes against the partnen$ip' Advest Oo. '

for L967, 1968 ard L969t irnposirg addilional ated hrsiness ta< of

$571007.78, witkr interest of $18,90L.64, for a total of $75,909.42. Arcordirgly,

it issued a Notice of Deficiency qr Jarruary 27 | L975. Tle l{otie of Deficiencpz

for tlre years 1965 ard 1966 is not beirg contest€d.

Advest Co. (fonrenly nrtnan, Coffin & Rrfr) tJnely filed a trntition

for redeterrnination of d,eficiency or for refi:rd of tlre deficiencies for L967,

1968 ard L969.
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4. Drring L967t 1968 ard L9t69r petitidrer maintained branch offioes in

ttte State of litrerr,'r York, in Ner,v York City, Rrffalo, IocJcporb, l{ede.rgh, Feekskill,

htellstrille ard Albany, in addition to its nuuin office in llartford, Csrnecticut

ard other bnanctr offices in Connecticrrt, Massactrusetts, Maine ard tils,y llanpstrire.

5. Ttte partnership's lrrsiness inchded the plrchase ard sale (as agent

fon its custctners) of securities listed on the various e)<c}targes, including

the Ner,r York Stock B<chanqe ard the Anerican Stock E<cfrarrge. In addition,

trnlitioner acted as agent or principal in onnectiqr wittr the prrchase ard

sale by its custorers of rrover-the-comter" or unlisted securities, bords ard

rutr:al furds. fhe partnerstrip also participated in r.rderuriting seorrities.

6. The partnership had at least, tr,vo partners viho r^eere assignred to ttte

l{env York City officei one v*ro represerrted the firm on the flor of the lbw York

Stock S<charqe ard ore wtro represented the firm on ttre floor of tle Anenican

Stocl< B<charqe.

7. Ihe lG\^t York City offie had a staff of about 75 to 80 people. It

had a cashierrs cage $fiich was urder ttre *jrectim of the cashien in the

Ilartford headquarters. The New York City offioe also performed scme cLearing

operatj-ons.

8. Petitior:errs books ard records !€re kept ard maintaired at its main

office in llartford, OorurecEictrt. Reords of the activities of the branctr

offices were also kepb in the nnin office in Hartford. A "blotter" re@rd was

kept of bnanctr offies in Nerr York ard elsewtrere. TtE majn office, thrctrgh

its octprter, transnltted a print-ort to the various branch offices, confirnuing

daily transactions attriJertable to said branch offices.

9. Advest Co. allocated its inocrne arrl ocpenses usirg the three-factor

forrula nethod established by section 707 (cl of the Ibc Lar^r ard 20 }IYCRR

207.4.
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10. the Inqne Tax Brreau allocated inccrne of Advest Co. on an offie-

to-office or d:irect accurnting nethod (as refleeFed by the books ard records

of the partnerstrip), in accordanoe wittr section 707(b) of the Tax law arxi

regulation 20 lilyCRR 287.L of Article 16A of the Tax Lar^/, ard, sulcsequently,

urder regulation 20 NrcRR 207.3(cl .

11. The books ard records of petitionen disclosed inaane ard e4lenses of

its New York operations for the years in iszue.

L2. Ihe lrrcqne Tar Bureau allocated to the Ner,v York offioe 50 pencent of

the e><pense of teleptnne, telegraph ard rarjre tickers.

13. ltte Inccne Ta:< Errezu, drrrirq its audit of trntitiorer's b@ks,

allor'ed, as a direct e:<g:ense of the ldew York office, a booldceepirg erpense

vfttich was based on 5 percent, of the ocrnnissions earned by the offies outside

New York State. The propriety of th-is allovrance is not at isstre in ttris

pnoceeaj-ng

L4. Petitioner cqrterded tlrat rerrtal equilxrent, ta>res ard depneciation

on propertlz located within t})e State r^rere rpt treated as direct elq)enses on

ar:dit, hrt suhdtted no proof durirg the hearing wittr reqpect thereto.

15. Ot JuLy 24, L979, petitioner, after receivirg conesSnrdence frcrn

the Audit Division, sulrnitted worksteets sjmllar to tlrose prepared by the

h:reanrs field o(aniner in vftrictr it adjusted ccnrnission inore derived fmn

listed ard rrnlisted (over-ttr*ccurrter) securities on the basis of an allocation

of 80/20. Petitionen was unable to sulcstantiate said allocation ard, as a

result, was allorr'ied an allocation of 72/28. the Atdit Division reccnguted

petitiorerrs cqrnission inocme using the ratio of 72/28, ard suhrdtted to

petitioner a letter, alorq wittr a renrised. workstreet, stnwing a retrqp.rtation

York g:oss iJlocrlrc. Petitiorren has rpt restrnrded to said oonrestrnrdene.
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crcnrcLusrchts oF rJt9{

A. That the use of the udirect acomtirg" rettlod, in determini:rg the

ancunt of net inccme attrilrrtable to lilew York was [Xoper. The use of the

three-factor fornnrla established by section 707 (c) of the f,a:< Iaw to allocate

net hrsiness inccne or loss of Advest Co. is unr^rararrted v,hn the portion

allocable to ttris State can be deterrnined frcnr the bool<s ard reoords of ttre

hrsiness. ftre "djrect " fiet$od is ttre prefered rretlxod (Pipen,

Jaffray ard lbtrlvood v. State Tar @nnission, 42 AD?A 381, 348 t{IIS?tC 242;

J. C. Brdford & @. v, State lbx Cclmdssion, 62 3D2A 69, 403 I[YS2d 813).

B. that alttrotrgh ttre use of the peroentage allocation of snnissions to

New York was er$)ressly authorized bfr the State Tb:< Ccrffnissjon in its regrulations

[20 I\TrcRR 207.5 (c) (1) ard (2) and 20 liIyCRR 287.L1, the aSplication of the

60/40 ratio withort sr44nrt is erroreous (lrlatter of J. C. Bnadfond & Oo. v. State

Tar< Ccnnrission, 62 AD2d 69, 403 liIYS2d 813). The Atalit Division is hereby

directed to reccnptrte petitionen's ccmnission jncrene frcrn listed ard r:nlisted

(over-the-cqmter) securities by usirg a 72/28 ratio in lieu of the 60/40

ratio pncvided by 20 NYCRR 207.5 (c) (1) ard (2) .

C. that direct ocpenses jncu:red ard paid in tlre openation of the

Ner.r York office v'Jere properly deducted since said e<penses r^ere attri-butable

to hrsiness camied on solely in ttris State. Irdirect o<penses inorrrect by

Advest Co., wtrich elrpenses benefited all offies, i-ncluding lbr York, were

properly allocated on the basis of total Nemr York irccrne divided by total

j:r6ne of the parEnership.
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D. That the petition of Advest Oo. for 1967 through 1969 is grarrted to

the octent indicated in Conclusion of Iaw "8"; ard ttlat, erccept as so granted,

the petition is in all otlrer respects derded.

DHIED: Albany, lbw York mx @[[vlISSICtiI

MAY 2 3 1980


