
STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petition
o f

New York Securi t ies Co.

for Redeterminat ion of a Def ic iency or a Revision
of a Determinat ion or a Refund of Unincorporated
Business Tax under Art ic le 23 of the Tax law
for the Years 1967 & 7968.

AFFIDAVIT OF MAIIING

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 6th day of October,  7982, he served the within not ice of Decision by
cert i f ied mai l  upon New York Securi t ies Co.,  the pet i t ioner in the within
proceedinS, by enclosing a true copy thereof in a securely sealed postpaid
l trapper addressed as fol lows:

New York Securi t ies Co.
c /o  New York  Secur i t ies ,  Inc .
1290 Avenue of the Americas
New York, NY 10019

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 Postal  Service l+i thin the State of New York.

That deponent further says
herein and that the address set
of the pet i t ioner.

Sworn to before me this
6th day of 0ctober,  7982.
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STATE Otr' NEW YORK

STATE TAX COMMISSION

fn the Matter of the Pet i t ion
o f

New York Securi t ies Co.

for Redeterminat ion of a Def ic iency or a Revision
of a Determination or a Refund of Unincorporated
Business Tax under Art ic le 23 of the Tax law for
the Years 1967 & 1968.

AFFIDAVIT OF }f,AIIING

Stat.e of New York
County of Albany

Jay Vredenburg, being duly sl*orn, 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 6th day of October,  1982, he served the within not ice of Decision by
cert i f ied mai l  upon J. Edward Shi l l ingburg the representat ive of the
pet i t ioner in the within proceeding, by enclosing a true copy thereof in a
securely sealed postpaid wrapper addressed as fol lows:

J. Edward Shi l l ingburg
lord, Day & lord
25 Broadway
New York, NY 10004

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 further says that the said addressee is the representative
on said vJrapper is theof the pet i t ioner herein and that the address set fort

Iast known address of the representative of the petit

Sworn to before me this
6th day of October,  7982.
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STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petition
o f

New York Securi t ies Co.

for Redeterminat ion of a Def ic iency or a Revision
of a Determinat ion or a Refund of Unincorporated
Business Tax under Art ic le 23 of the Tax law for
the  Years  1967 & 1968.

AFFIDAVIT OF MAITING

StaLe of New York
County of A1bany

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 6th day of 0ctober, 1982, he served the within notice of Decision by
cert i f ied mail upon Bradford & Elizabeth Mil1s, the representative of the
petit ioner in the within proceeding, by enclosing a true copy thereof in a
securely sealed postpaid wrapper addressed as fol lows:

Bradford & Elizabeth Mil1s
Pretty Brook Rd. RDil2
Princeton, NJ 08540

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 r+ithin the State of New York.

That deponent
of the petit ioner
last known address

further says that the said addressee is the representative
llrapper is theherein and that the address set fo

of the representat ive of the pet i
on  sa id

Sworn to before me this
6th day of 0ctober, 1982.
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STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

October 6, 1982

New York Securit ies Co.
c/o New York Secur i t ies,  fnc.
1290 Avenue of the Americas
New York, NY 10019

Gentlemen:

Please take notice of the Decision of the State Tax Commission 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  PracLice 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.

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

NYS Dept. Taxation and Finance
Law Bureau - litigation Unit
Albany, New York 12227
Phone 1l (51S) 457-207a

Very truly yours,

STATB TAX COMUISSION

Petit ioner t s Representative
J. Edward Shil l ingburg
Lord, Day & Lord
25 Broadway
New York, NY 10004

and
Bradford & Elizabeth Mil ls
Pretty Brook Rd. RD/f2
Princeton, NJ 08540
Taxing Bureau' s Representative



STATE OF NEI,i YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Bradford & El izabeth Mi l ls

for Redeterminat ion of a Def ic iency or a Revision
of a Determinat ion or a Refund of Personal Income
Tax under Article 22 af the Tax Law
for  the  Years  1969 & 1970.

AFFIDAVIT OF MAITING

State of New York
County of A1bany

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 6th day of 0ctober,  L982, he served the within not ice of Decision by
cert i f ied mai l  upon Bradford & El izabeth Mi1ls,  the pet i t ioners in the within
proceedinS, by enclosing a true copy thereof in a securely sealed postpaid
wrapper  addressed as  fo l lows:

Bradford & El izabeth Mi l ls
Pretty Brook Rd. , RD il2
Princeton, NJ 08540

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 exi lusive care and custody of
the United States Postal Service within the State of New York.

That deponent further
herein and that the address
of the pet i t ioner.

Sworn to before rne this
5th day of 0ctober,  L982.

says  tha t  the  sa id  addressee is  the  pe t i t ioner
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STATE 0F NEIAI YORK

STATE TAX COMMISSION

In the Matter of the PeLit ion
o f

Bradford & El izabeth Hi l ls

for Redetenninat ion of a Def ic iency or a Revision
of a Detennination or a Refund of Personal Income
Tax under Article 22 of the Tax Law for the Years
1 9 5 9  &  1 9 7 0 .

MFIDAVIT OF MAITING

State of New York
County of A1bany

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 6th day of October, 7982, he served the within notice of Decision by
cert i f ied mail upon J. Edward Shil l ingburg 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:

J. Edward Shil l ingburg
lord, Day & Lord
25 Broadvray
New York, NY 10004

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
of the petit ioner
last knor+n address

further says that the said addressee is the representat ive
herein and that the address set fort on said wrapper is the

sf the representative of the peLit. r .

Sworn to before me this
6th day of October,  7982.
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STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY/  NEW YORK 12227

Bradford & Elizabeth Mil ls
Pretty Brook Rd. , RD il2
Princeton, NJ 08540

Dear Mr.  & Mrs.  Bradford:

Please take not ice of  the Decis ion of
herewith.

October  6,  1982

the State Tax Comnission enclosed

You have now exhausted your right of review at the administrative level.
Pursuant to sect ion(s) 690 of the Tax law, any proceeding in court  to review an
adverse decision by the State Tax Comrnission can only be instituted under
Art ic le 78 of the Civi l  Pract ice laws and Ru1es, 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 compuLat.ion of tax due or refund allowed in accordance
with this decision mav be addressed to:

NYS Dept.. Taxation and Finance
Law Bureau - litigation Unit
A1bany, New York 72227
Phone 1l  (518) 457-2A7a

Very truly yours,

STATE TAX COMMISSION

Peti t ioner '  s Representat ive
J. Edward Shi l l ingburg
lord, Day & Lord
25 Broadway
New York, NY 10004
Taxing Bureau' s Represenlative



STATE 0F NEII/ Y0RK

STATB TAX COMMISSION

In the Matter of the Pet i t ion

o f

NEW YORK SECURITIES CO.

for Redeterminat ion of a Def ic iency or for
Refund of Unincorporated Business Tax under
Art ic le 23 of the Tax law for the Years 1967
and 1968.

DECIS]ON

In the Matter of the Pet.it. ion

o f

BRADFORD AND EIIZABETH MIIIS

for Redeterminat ion of a Def ic iency or for
Refund of Personal Income Tax under ArticLe 22
of  the  Tax  law fo r  the  Years  1969 and L970.

Pet i t ioner ,  New York  Secur i t ies  Co. ,  c /o  New York  Secur i t ies  Co. ,  Inc . ,

1290 Avenue of the Americas, New York, New York 10019, f i led a pet. i t ion

for redeterminat ion of a def ic iency or for refund of unincorporated busi-ness

tax under Article 23 of the Tax Law for the years 1967 and 1968 (FiIe No.

0 1 0 6 4 ) .

Pet i t ioners, Bradford and El izabeth Mi l ls,  Pretty Brook Road, RD 112,

Princeton, New Jersey 08540, f i led a pet i t ion for redeterminat ion of a def ic iency

or for refund of personal income tax under Art ic le 22 af the Tax Law for the

years  1969 and 1970 ( f i le  No.  01065) .

A formal hearing was held before Arthur Bray, Hearing 0ff icer,  at  the

off ices of the State Tax Commission, Two Ltor ld Trade Center,  New York, New

York ,  on  June 17 ,  1981 a t  9 :15  A.H.  PeL i t ioners  appeared by  Lord ,  Day  & Lord
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(J.  Edward Shi l l ingburg, Esq. ,  of  counsel) .  The Audit  Divis ion appeared by

Ralph  J .  Vecch io ,  Esq.  (1 , { i11 iam Fox,  Esq. ,  o f  counse l ) .

ISSUES

I. l{hether the doctrine of laches estops the St.ate Tax Cornmission from

sustaining the not ices of def ic iency.

I I .  Whether the salar ies received by partners of a partnership from a

corporation owned by the partners constitutes income to the partnership which

is subject to unincorporated business tax and, i f  so, whether the addit ional

income was properly computed.

I I I .  Whether the Audit  Divis ion improperly disal lowed a salary al lowance of

$5r000.00 for compensat ion paid to a l imited partner.

IV. Whether pet i t ioners Bradford and El izabeth Mi l ls may al locaLe certain

incone received by Bradford Mi l ls to sources outside of New York State.

FINDINGS OT'FACT

1. New York Securi t ies Co.,  a l imited partnership, f i led New York

State partnership returns for the years !967 and 1968.

2. 0n Harch 29, 1971 the Audit  Divis ion issued a Not ice of Def ic iency

accompanied by an explanatory Statement of Audit  Changes which asserted a

deficiency of unincorporated business tax for the years 1967 and 1968 for the

partnership of New York Securi t ies Co. ( the "Partnershipir)  on the ground

that the salar ies paid by New York Securi t ies Co.,  Inc. to the partners

const i tuLed t .axable business i -ncome. The def ic iency was also premised upon the

disal lowance of $5,000.00 for 1967 on the ground that the Partnership was not

permit ted a deduct ion for the services of an inact ive partner.  The total

de f ic iency  asser ted  fo r  the  years  L967 and 1968 was $15,739.00 ,  p lus  in te res t

o f  $ 2 , 2 5 6 . 5 8 ,  f o r  a  t o t a l  o f  $ 1 7 , 9 9 5 . 5 8 .



-3 -

3. Bradford and El izabeth Mi l ls f i led a New York State fncome Tax Nonresident

Return for the year 1969. The wage and tax statement for the year 1969 reveals

tha t  Brad ford  Mi l l s  rece ived wages o f  $25,000.00  f rom New York  Secur i t ies  Co. ,

Inc. Bradford and El izabeth Mi l ls al located their  total  wage income from al l

sources of $62,083.39 on the basis of the number of days which Bradford Mi l ls

worked in and out of New York State in 1969.

4. Bradford and El izabeth Mi l ls f i led a New York State Income Tax Nonresident

Return for the year 1970. The wage and tax statemenL for the year 1970 reveals

tha t  Brad ford  Mi l l s  rece ived r *ages  o f  $14,583.30  f rom New York  Secur i t ies  Co. ,

Inc .  and wages o f  $25,000.00  f rom New York  Secur i t ies  P lacement ,  Corp .  Brad ford

and El izabeth Mi l ls al located their  tot .al  income in the New York State column

on page 2  o f  $55,016.00  on  the  bas is  o f  the  number  o f  days  wh ich  Bradford  Mi l l s

worked in and out of New York State in 1970.

5. 0n Apri l  13, 1973 the Audit  Divis ion issued a Not ice of Def ic iency

accompanied by an explanatory Statement of Audit  Changes which asserted a

def ic iency of personal income tax due for the year 1969 from Bradford and

El izabeth  Mi l1s  in  the  amount  o f  $3 ,494.92 ,  p lus  in te res t  a t  $628.25  fo r  a

total  of  $4,123.L7. The def ic iency rdas asserted on the ground that s ince the

Partnership did not al locate partnership incorne, Lhe salary received from the

Partnership was ful ly taxable by New York State.

6. 0n Harch 25, 1974 the Audit  Divis ion issued a Not ice of Def ic iency

accompanied by an explanatory Statement of Audit  Changes which asserted a

def ic iency of personal income tax due for the year 1970 from Bradford and

El izabeth  Mi l l s  in  the  amount  o f  $2 ,9A2.82,  p lus  in te res t  o f  $512.75 ,  fo r  a

to ta l  o f  $31475.57 .  The de f ic iency  was asser ted  on  the  ground tha t  the  sa la r ies

received by member partners of the Partnership from New York Securi ty Placement



- 4 -

Corporat ion and the Ne\.r  Yorh Securi t ies Co.,  Inc. const i tuted income to the

Partnership and are wholly taxable to Nev; York State. Adjustments were also

made to ref lect Mr. and Mrs. Mi l ls '  share of the gains and losses reported by

the Partnership and'wages shown on the withholding tax sLatements. Addit ional ly,

an adjustment was made to'ref lect a math error in determining total  Federal

income.

7. The Partnership was organized in L962. I ts off ices were located at

One Whitehal l  Street,  New York, New York, unt i l  L970. Barly in 1970, the

partnership moved i ts off ices to One New York Plaza, New York, New York.

B. During the period from 1967 through a port ion of 1970, the Partnership

was engaged in three pr incipal act iv i t ies. The f i rst  act iv i ty engaged in was

that of stockbrokerage. As members of the New York Stock Exchange, American

Stock Exchange and Pacif ic Stock Exchange, the Partnership could trade stocks

or  bonds  fo r  i t s  cus tomers .

9. The second act iv i ty engaged in by the Partnership was that of  providing

services as a managing or pr incipal underwri ter.  As a pr incipal underwri ter,

the Partnership formed groups of investment banking firms to assist the Partner-

ship in underwri t ing issues and sel l ing them Lo the publ ic.  The pr incipal

underwri ter would purchase securi t ies in large blocks and then distr ibute them

in smal l  blocks to i ts cust.omers and co-underwri tersr customers. Concomitant

with this acLivi ty,  the Partnership made a market through i ts trading department

in those securi t ies that were not l isted unt i l  such t ime that they might become

l i s t e d .

10. The third act iv i ty engaged in by the Partnership consisted of part ic i-

pating in underwriting groups managed by other investment brokers.
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11. In 1967, the Partnership had seven or eight general  partners and two

l imited partners. The number of general  partners increased to about f i f teen by

1974. I tem seventeen (17) of the Amended Partnership Agreement dated January 1,

1967 s ta tes  tha t  " [a ]  l i rn i ted  Par tner . . .  sha l l  take  no  par t  in  the  cont ro l  o r

management of the business of the Partnership.tr  The number of individuals

associated with the Partnership increased during the period 1967 through the

midd le  o f  1970 f rom about .60  to  about  75  or  80 .

12 .  The New York  Secur i t ies  Co. ,  Inc .  ( the  "CorporaL ionr t )  was  incorpora ted

on March  11 ,  7964.  The CorporaL ionrs  ac t iv i t ies  invo lved:  long-Lerm f inanc ia l

planning for i ts c l ients,  the pr ivate placement of long-term loans, the pr ivate

placement of securi t ies, and f inancial  advice regarding corporate mergers,

acquisi t ions and divest i tures. The Corporat ion was also involved in the

f inancing and construct ion of bui ldings for occupancy by others on a long-term

b a s i s .

13. The corporate form of organizaLion was ut i l ized fox the foregoing

act iv i t ies in order to avoid potent ial ly unl imited l iabi l i ty.  During the

period at issue, insurance lras not avai lable t .o cover the act iv i t ies carr ied on

by the Corporat ion. A second advantage of the corporate form of organizat ion

was that i t  made i t  easier to maintain certain capital  requirements.

14. The act iv i t ies of the Partnership could not be carr ied on as a carpora-

t ion because i t  was the norm of the stock brokerage business that i t  be handled

as a parLnership. Further,  the Partnershipts cl ients and co-underwri ters

wanted the protect ion afforded by being able t .o look to a partner 's personal

a s s e t s .

15. The partners engaged in the stock exchange business had the addiLional

protect ion of the stock exchange i tsel f  and certain rules and regulat ions. In
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addit ion, there was a type of insurance avai lable which related to the underwri t ing

which the partnership engaged in.

16. During the period 1967 through the middle of 1970, the Corporat ion was

not a member of a stock exchange and did not engage in any publ ic offer ings or

brokerage services. The Corporat ion only provided services to i ts c l ients and

not to the Partnership. The Corporat ion and the Partnership did not have the

same c l ien ts .

I1.  During the period 7967 through the middle of 1970, the Partnership did

not engage in any pr ivate placement,  merger,  acquisi t ion or f inancial  consult ing

work .

18. A11 of the stock of the Corporat ion was held by the members of the

Partnership, in di f fer ing amounts, unt i l  1969. tr ' rom 1967 through the middle of

1.970, members of the Partnership provided services to the Corporat ion in their

capacity as off icers of the Corporat ion.

19 .  The pol icy of the ParLnership was establ ished by the partners. The

pol icy of the Corporat ion was establ ished by the Board of Directors which,

during the period in issue, i {as made up of stockholders.

2A. The off icers of the Corporat ion received compensat ion from the Corpora-

t ion according to how the Board of Directors determined that the part icular

off icer contr ibuted to i ts business. The individuals who were partners did not

receive the same amounts of compensat ion. The compensat ion paid to the Corporat ionrs

off icers was noL in proport . ion to their  interests in the partnership prof i ts.

The Corporat ion had i ts own payrol l  records, f i led i ts own payrol l  tax returns,

and withheld taxes and social  securi ty.

27. The calculated def ic iency of unincorporated business tax asserted to

be due from the Partnership fai led to include the corporaLe salary paid to one
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partner in the amount of $121500.00 and erroneously set forth the corporate

sa la ry  o f  andther  par tner  as  $32,000.00 ,  ra ther  than the  $3 ,200.00  ac tua l l y

p a i d .

22. The individual partners received from the Partnership: salar iesl

inlerest,  based upon their  contr ibut ions of capital  to the Partnership; and

share of the prof i ts.  The salary paid to a partner did not include a share

the Corporat ion's income.

23. The employees of the Corporat ion and the Partnership were ent irely

separate except for the off icers of the Corporat ion. However,  dur ing one of

the years in issue, one off icer of the Corporat ion \{as not a partner.  0n

occasion, an off icer of the Corporat ion would ut. i l ize the personnel of  the

Partnership.

24. The Partnership and the CorporaLion ut i l ized the same off ices. The

books and redords of both f i rms were kept in Lhe same off ice. However,  the

Corporat ion dnd the Partnership maintained separate books and records. The

Partnership was required to maintain i ts books and records meticulously for

submission to regulatory agencies. The Partnership and the Corporat ion

maintained separate bank accounts.

25. Income earned by the Partnership and by the Corporat ion was recorded

on the books of the entity which received it. The Partnership income which was

derived from brokerage fees, underwri t ing, part ic ipat ions, t rading prof i ts,

interest and margin accounts, and simi lar i tems was recorded on the books of

the ParLnership. Income earned by the Corporat ion ar is ing from fees earned

through i ts act iv i t ies in pr ivate placement,  mergers, acquisi t ion, f inancial

consult ing and real estate consult ing was entered on the books of the Corpora-

t ion .

a

o f
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26. The direct expenses of each ent i ty were entered on the books of,  and

paid by, the ent i ty rvhich incurred the expense. Overhead expenses were al located

between the Corporat ion and the Partnership based on a rat io of the grorath

income generated by each of the enLit ies. Rent was bi l led to and paid by the

Partnership and then included in the general  overhead al locat ion. Administra-

t ive salar ies were also al located as part  of  overhead. When the off ice of the

Corporat ion ut i l ized the personnel of  the Partnership, the expense attr ibutable

thereto would also be al located.

27 .  For 1966 and 1967, the Statement of fncome and Expenses submitted by

the Corporat ion showed a deduct ion for reimbursement of expenses to New York

Securi t ies Co. The Partnership's f inancial  statements reported this income as

a reduct. ion in i ts expenses under the category t 'Less expenses reimbursable by

aff i l iates".  These expenses were bi l led to the Partnership who paid them r* i th

partnership funds. The Corporat ion subsequent ly reimbursed the Partnership for

i t .s share of expenses.

28. One of the l imited partners to whom the Corporat ion paid a salary

worked on a large brokerage account.  This same l imited partner conducted a

seminar for the Partnership and the Partnership's associates on the events of

gold, s i lver and money markeLs. In addit ion, this individual directed stock

commission business to the Partnership.

29. 0n July 31, 197A, the Partnership terminated i ts act iv i t ies. The

business of the Partnership was cont inued by a new Delaware corporat ion by the

name o f  New York  Secur i t ies  Co. ,  Incorpora ted .

30 .  In  1970,  the  Corpora t ion 's  name was changed to  New York  Secur i t ies

Placement Corporat ion. The Corporat ion cont inued in the business of pr ivate

p lagement ,  mergers ,  acqu is i t ions ,  and f inanc ia l  consu l t ing .
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31. The Partnership reorganized in corporate form because i t  started

losing money. The partners fel t  that the potent ial  l iabi l i ty should be assumed

in corporate form. Addit ional ly,  many of the larger stock brokerage f i rms

began to incorporate in the late 1960's and early L970ts and this became more

accepted by the publ ic.

32. In 1969 and 1970, Bradford Mi l ls was cal led upon to work outside of

New York State on behalf  of  the Corporat ion. Mr. Mi l ls worked on mergers and

private placements whi le outside of New York State.

33. 0n August 5, Ig7A, the off ices once ut i l ized by the Partnership and nor+

occupied by the Corporat ion were total ly destroyed by a f i re.  This f i re

des t royed nos t  o f  the  Par tnersh ip 's  and Corpora t ion 's  records .

CONCIUSIONS OF IAI^]

A. That the record does not establ ish that pet i t ioners have been prejudiced

by the asserted delay in conduct. ing a hearing fol lowing the f i l ing of the

pet i t ions ,  Moreover ,  " . . . the  Sta te  cannot  be  es topped f rom co l lec t ing  Laxes

lawful ly imposed and remaining unpaid in the absence of statutory authori ty.rr

(Mat ter  o f  McMahan v.  State Tax Comm.,  45 A.D.2d 624,  627,  mot .  for  lv .  to  app.

den.  36 N.Y.2d 646.  Accord,  MatLer  of  Walker  & Co.  v .  State Tax Comm.,  62

A.D.2d 77,  80) .  Accord ingly ,  the argument  to  d ismiss on the ground of  laches

is hereby denied.

B. That the salar ies in issue were paid for services actual ly rendered

for a type of service that was not part  of  the business which was regular ly

carr led on by the partnership within the meaning of paragraph (b) of sect ion

703 of the Tax law. Accordingly,  the salar ies received by the individual

partners from the Corporat ion are not attr ibutable to the Partnership (see

Matter  o f  F.  Eberstadt  and Co. ,  State Tax Commiss ion,  Ju ly  23 ,  L974) .
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That the l imited partners were not active in the business of the

partnership. Therefore, the al lowance for services is al lowed only for general

partners within the meaning and intent of  sect ion 708 of the Tax Law.

D. That the amounLs in issue received bv Bradford and El izabeth Mi l ls

were salar ies from the Corporat i -on and not distr ibut ions of partnership income.

Therefore, Bradford and El izabeth Mi l ls are ent i t led to al locate this income

according to the days worked in and out of New York State (Matter of  John F.

and El lenor V. Van Deventer,  State Tax Commission, July 23, 7974).

E. That pet i t ioners'  proposed Findings of Fact and Conclusions of law are

hereby rejected since they are ei ther not set forth with suff ic ient part icular i ty

to permit  response or are conclusory in nature.

F. That the pet i t ion of New York Securi t ies Co. is granted to the extent

shown in Conclusion of law 'rBrr supra and denied to the extent shown in Conclusion

of Law "C" supra. The pet i t ion of Bradford Mi l ls and ELizabeth Mi l ls is

granted for 7969 and the Not ice of Def ic iency issued for that year is cancel led;

however,  the Audit  Divis ion is directed to modify the Not ice of Def ic iency for

1970 only to the extent of al locat ing wage income on the basis of days worked

within and without New York State.

DATED: Albany, New York
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