
STATE OF NEId YORK
STATE TAX COI"IMISSION

In the Matter of the Pet i t ion

o f

Advest Company

(formerly Putnam,

for Redeterminat ion of a

of a Determinat ion or a

Unincorporated Business

under Art ic le 23 of the

Coffin & Burr)

Deficiency or a Revision

Refund of

Tax

Tax Law

&  1 9 6 9 .

ATFIDAVIT OF MAII.ING

for the Years 7967, L96B

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the Department of Taxat ion and Finance, over 18 years of age, and that on the

16th day of May, 1980, he served the within not ice of Decision by cert i f ied mai l

upon Advest Company, (formerly Putnam, Coffin & Burr), the petitioner in the

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

postpaid wrapper  addressed as fo l lows:

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

and by deposit ing same enclosed in a postpaid
(post off ice or off icial depository) under the

United States Postal Service within the State

That deponent further says that the said

and that the address set forth on said rdrapper

pet i t ioner .

Sworn to before me this

16 th  day  o f  May,  1980.

properly addressed wrapper in a

exclusive care and custody of the

of New York.

addressee is the pet i t ioner herein

is the last known address of the



STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

for Redeterninat ion of a

of a DeterminaLion or a

Unincorporated Business

under Art ic le 23 of the

for  the  Years  1967.  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 Taxat ion and Finance, over 18 years of age, and that on the

16th day of May, 1980, he served the within not ice of Decision by cert i f ied mai l

upon Glen W. Berwick the representative of the petitioner in the within

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

wrapper addressed as fol lows:

Mr. GLen W. Berwick
Peat,  Marwick,  Mitchel l  & Co.
100 Const i tut ion plaza
Hart ford,  CT 06103

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post of f ice or off ic ial  depository) under the exclusive care and custody of the

United States Posta1 Service within the State of New York.

That deponent furLher says that the said addressee is the representat ive of

the pet i t ioner herein and that the address set forth on said wrapper is the last

known address of the representat ive of the pet i t ioner.

Sworn to before me this

16 th  day  o f  May,  1980.

Advest Company

(formerly Putnam, Coff in & Burr)

Def ic iency or a Revision

Refund of

Tax

Tax law

&  1 9 6 9 .

AI'FIDAVIT OF MAIIING



STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY, NEW YORK 12227

May 16,  1980

Advest Company
(forrnerly Putnam, Coff in & Burr)
6 Central  Row
Hartford, CT 06103

Gentlemen:

Please take not ice of the Decision of the State Tax Comnission enclosed
herewith.

You have now exhausted your right of review at the administrative level.
Pursuant to sect ion(s) IZZ of the Tax Law, any proceeding in court  to review
an adverse decision by the State Tax Commission can only be inst i tuted under
Art ic le 78 of the Civi l  Pract ice Laws and Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 months from
the date of this not ice.

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

NYS Dept .  Taxat ion and Finance
Deputy Commiss ioner  and Counsel
Albany, New York 12227
Phone # (518) 457-624A

Very truly yours,

STATE TAX COMMISSION

Peti t ioner '  s Representat ive
GIen W. Berwick
Peat ,  Marwick ,  Mi tche l l  &  Co.
100 Const i tut ion PIaza
Har t fo rd ,  CT 06103
Taxing Bureau' s Representat ive



STAIE OF NEV'I YORK

STATE TA)( @IVIMISSIO}{

In ttre Matter of tlre Petition

of

ADVEST @.
(TORMffitY PT[\IAM, COFI']N & BTJRR)

for Redetermination of a Deficienqy or
for Refund of Uninoorlnrated Business
Ta:< nnder Article 23 of ttre Ta< Law
for tle Years L967, 1968 and L969.

t

DECISION

Mvest Oo., 5 Central Ro\^r, Hartford, @runecticalt 06103, filed a petition

for redetermination of a deficiency or for refi:nd of uninorporated business

toc urder Article 23 of tlre Tax Iaw for tlre years L967, 1968 ard 1969 (Fite

Ibs. 10900 and 10916).

A formal hearing was held before Solonpn Sies, Hearing Officer, at ttre

offices of ttre State Ta< @nmission, Tlso l{crld Tfade Centen, Nev'r York, Nq,v York,

on Decernber 9t L976 at 11:15 A.M. Petitioner appeared by Peat, Manrick,

Mitchell & Co. (CIen W. Bennrick, CPA). Ttre Alrdit Division appeared.bryr Peter

Crotty, Esq. (Abratram Sclrwartz, Esq. r of oounsel).

Whetlrer petitioner properly allocated incqre by using ttre three-facLor

fonrnrla established b1z section 707 (c\ of ttre Tax Iaw, or wtrether ttre l:rqrc

Tax Bureau properly allocated petitioner's jncqre kpr using ttre direct nethod

of accor:nti:rq det€rnLined fron petitioner's books and reords, as provjded for

by section 7A7 (b) of ttre Tax Law.
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FIND]NGS OF FASI

1. On October 31, 1964, the stock brolcerage firm of Putnan & Conpany of

Iiartford, @nneeticut, nerged wittr ttre bnokerage fjrm of Aoffin & Brrrr of

Boston, lthssachusetts ard. becalre knor^/n as Putnam, Coffin & Burr. During Lg67,

Putnam, Coffin & Burr nerged with ttre stock bnokerage firm of Doolittle & @.

and becane Imorlrn as Advest @. r tlre petitioner trerejn. lttre rnain office of ttre

partnership was located at 6 Central Rorrr, Ilartford, @nnecticut, with branctr

offices in l@ine, Iula.ssachusetts, Neral llarpshire, Nerrir York aryl Connectictrt.

2. Putnam, CoffjJr & Burr filed l{eral york State partnership returns for

the calendar years 1965 and 1966. Advest Co. filed Ner.r York State partnership

returns for ttre years L967, 1968 ard 1969. Petitioner exectrted waivers orbend-

ing ttre period wittrin whictr to issue assessrents of uninoortrnrated tnr.siness

ta< until April 15, 1975.

3. On l4ay 3L, L974, the Inone Ta< Bureau issued a Statenent of .Purdit

Chmnges against ttre partnership of Putnarn, Ooffi:r & Br.lrr for 1965 arul 1966,

inposing add:ltiornl uninor5nrated business tax i:r ttre anor:nt of g2,622.33,

wittr jnterest of $11325.38, for a total of 931947.7I. Acordingly, it issued

a }trotice of Deficienqg on Janr:ar1z 27, L975. On tlay 3L, !974, tlre Inqne Tax

Bureau issued a Statenent of Audit Changes against ttre parbnership, Advest Oo.,

for 1967 , 1968 and 1969 ' inposing additional unino4nrated business tax of

$571007.78, with interest of $18r90L.64t for a total of g75r909.42. Acordjngly,

it issued a ldotice of Deficiency on .ranr1q,z 27, 1975. rtre t{ctioe of Deficienclz

for tlre years 1965 ard 1966 is rot being ontested.

Advest Oo. (fonrerly Rrtnam, aoffi-::r c gurr) tinely filed a petition

for redetermination of deficiency or for refilnd of the deficiencies for Lg67,

1968 and 1969.
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4. D:rjng I967t 1968 ard I969t lntitioner rnaintairred branctr offices jn

the State of Nerr York, jn tten York City, Buffalo, Ioclport., Iitrerwtnrrgh, Peekskill,

Wellsville and Albany, in addition to its rnain office in llartford, 6nnectictrt

ard other branch offices in @rurecLictrt, I,Iassachusettsr Maine ard New lianpstrire.

5. The partnership's busjness included ttre purctrase and sale (as agent

for its custoflers) of securities listed on tlre various o<ctranges, including

the New York Stock b<ctrange and tlre Anerican Stock Ecctrange. In addition,

petitioner acted as agent or princitrnl in onnection wittr ttre purchase and

sale b1z its cr.lstoners of "over-theourrter" or unlisted secrrrities, bonds arxl

nnrtt:aL furds. Ttre partnerstrip atso participated in unden^ritjng securities.

6. fhe partnership had at least tr,vo partners vrho were assignred to the

Nevlr York CiQr office; one who represented the fjl.m on the floor of ttre l{en^r York

Stock Scctrange and one wto represented ttre firm on the floor of ttre enerican

Stocl< E<ctrange.

7. rhe Nerv York city office had a staff of about 75 b 80 people, rt

had a casltier's cage which was under the direction of the cashier in the

ttartford headquarters. Ttre New york Cier office also perforned scne clearing

operations.

8. Petitionerts books and reaords were kept and rnajntained at its main

office in llartford, Connecticut. Reords of ttre activities of ttre branctr

offices were also kept in the najrl office in }lartford. A "blotter" record was

kept of branch offioes in Nevv York and elserurtrere. Ttre rnain office, ttrrough

its curputer, transnritted a print-out to tlre various bnanch offices, onfirrning

daily transactions att-ributable to said branctr offices.

9. advest Oo. aLlocated its inocne arrd openses using ttre threefastor

fornnrla rnethod established Lryr section 707 (c) of the Tax ta\^i ard 20 IWCRR

207.4.
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10. the Inaqre Tar< Bureau allocated incqne of Advest @. on an offie

to-offie or direct acoounting nethod (as reflected by ttre books and reords

of ttre partnership) , h acordance wittr section 707 (bl of ttre Ta< Law ard

regrulation 20 NYGR 287.L of Article 16A of ttre Tan Lavr, and, sr:lcsequentlyl

under regulation 20 }IYCRR 207.3 (c) .

11. Ttre books and records of petitioner disclosed iJrod-ne and o<penses of

its Nerr,r York operations for tlre years in issr-re.

L2. The Inoqne Tar< Br.rreau allocated to ttre Nen^r York office 50 percent of

the expense of telephone, telegraph and wire tickers.

13. Ttre Inone Tax Bureau, durir:g its ar.rdit of petitioner's books,

allotred' as a direct orpense of ttre Neur York office, a booldceeping expense

whiclr was based on 5 percent of ttre connrissions earned by the offices outside

Nen^r York State.

L4. Petitioner contended ttrat rental equipnent, taxes ard dq>reciation

on properQr located witkrin ttre State were rpt treated as direct er,lpenses on

atldit' but sulnritted no proof during ttre hearing wittr respect ttrereto.

15. on JuLy 24, 1979, petitioner, after receiving omestrnrdence fnqn

the Audit Division, sr:hrnitted workslreets simllar to those pregnred by fte

Bureaur s field e>tanriner in \,ihich it adjusted ocnnr.ission incqre derived fron

listed and unlisted (over-tlrsor:nter) secrrrities on the basis of an allocation

of 8A/20. Petitioner was unable to sr.rbstantiate said allocation and, as a

result, was allowed an allocation of 72/28. Ttre Audit Division reconputed

petitioner's @nn-ission inore usjng ttre riatio of 72/28, and sr,rknritted to

petitioner a letter, along with a revised worksheet, stor,ring a reoonputation

of Nevr York gross inoqne. Petitionen has rpt resSnnded to said correslnrulence.
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@{CLUSIONS OF LAI^I

A. Ihat tlte use of ttre "direct acoor.rrting" nethod in determining ttre

anpwtt of net inoone attributable to Nerai York was proper. lltre use of the

three-factor formrrla established b1r section 707 (cl of ttre Tax Iaw to allocate

net business inocrne or loss of Mvest @. is urrv^iarrarrted v*ren ttre portion

allocabl.erto ttris Stat€ can be determined frcnr the books and records of the

business. Ttre "direct acorinling" metftod is tlre rethod (piper,

Jaffray and. tlogrvood v. state To< conmission, 42 pD2d, 381, 349 }ill/S?-d 242i

J. C. Bradford & @. v. State Ta< @nnuission, 62 AD2d 69, 403 NYS2d 813) .

B. That although ttre use of tlre pencentage allocation of oanissions to

Neinr York was e:q)ressly autlmrized by ttre State Til( Gnmission in its regutations

[20 \IYCRR 207.5 (c) (1) ard (2) and 20 ]IYCRR 297.L1, the application of tlre

60/40 ratio without supgnrt is erroneous (Matt€r of J. C. Bradford & qg. v. State

Ta< @rnrission, 62 ADzd 69t 403 \TyS2d 813). Ikre Audi-t Division is trereftryz

direcbed to recorpute petitioner's ornission ixcqre fircrn listed ard r:nlisted

(over-the-ourrter) secr:rities lolz using a 72/28 ratio in lieu of the 60/40

ratio provided W 20 t{yCRR 207.5(c) (1) arll (2).

C. That direct o<penses incurred and paid in tlre openaLion of ttre

Nerv York office were properly dedrrcted since said erpenses r^,ere attributable

to business carried on sole1y in ttris State. Indirect eg)enses incurred hryz

Advest Co., which elpenses benefited all offices, inchding Nerr,r York, were

properly allocated on tlre basis of total litrernr York incqne divided by total

inone of ttre partnership.

D. That the 5 percent bookkeeping ctrarge described in Fi:rdings of Fast

"13", supra, is determined to be an unraanranted arrd:lt charrge (see Mertter of

G. H. walker a oo. v. state Ta< @nrnission decision dated Februaqr 13, 19Bo)

ard sttould be deleted frqn tlre adjustments jncluded j:r the lbti€ of Deficienqg

ard in the audit Divisionts r,orksheets.
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E. That ttre petition of Mvest @. for 1967 ttrrough 1969 is granted to

tlre ecLent indicated in Conclusion of Lahr "B"i ard that, occept as s granted,

the petition is in all ottrer respects denied.

DHIED: Albany, Nenr York

lhY 1619


