AD 58 (11-58)

TO:

FROM:

SUBJECT:

DEPARTMENT OF TAXATION AND FINANCE
MEMORANDUM

Mr. Rook OFFICE Corporation Tax

Mr. Doran DATE March 30, 1970

Hagan Properties, Inc.

Attached is the hearing file and a proposed decision

in the above matter for the fiscal year ended June 30,
1965.

After your peview, please send the file to the Tax
Commission’ for consideration.

O A ot
According to our understanding, you will retain one
signed copy for the files of the Tax Commission and

will return one signed copy and two unsigned copies
to us for distribution.
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Att: Hearing file



STATR OF NEW YORK
STATE TAX COMMISSION
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In the Matter of the Petition -

of

For a Redetermination of a Deficiency
or for Refund of Tax under Article 9-A
of the Tax Law for the fiscal year

ended June 30, 1965, '
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Hagan Properties, Inc., having filed a petition for
redetermination of a deficiency or for refund of franchise tax
under Article 9-A of the Tax Law for the fiscal year ended
June 30, 1965, and a hearing having been held in connection
therewith at the office of the State Tax Commission in New

| York City on October 16, 1968, before William F. Sullivan, Hear-

i ing Officer of the Department of Taxation and Pinance, at which
hearing, Daniel H. Link, tax manager of the taxpayer, appeared
personally and testified, and the record having been duly exam-
ined and considered,

The State Tax Commission hereby finds:

(1) That the taxpayer was incorporated under the laws
of New York State on June 27, 1958, and is the owner and opera-~
tor of real property.

(2) That on the basis of a report filed and additional
information submitted, a statement of audit adjustment was issued

on March 1, 1968 as follows, exclusive of interest:

June 30, 1965

CT~4, 8chedule C Item 1

Average total assets $878,886.00
Less adjusted current liabilities 8,%%%,99
Total capital 870, «00
Tax at 1 mill 870.56
Tax per report 356.03
Deficiency 514,53
Penalty 26.51

Total tax and penalty $ 541.04
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(3) That in arriving it total capital, in addition
to disallowing liability for a mortgage payable, liabilities
due to affiliated companies of $753,815 at July 1, 1964 and
$63,140 at June 30, 1965, were disallowed as being oututlnd&nq
for moxe than a yoar as of any dat./durinq_tho year covered by
the report. |

{(4) That awnotico of deficiency was mailed on May 1,
1968, and a petition for redetermination of tax was filed on
July 29, 1968,

(5) That with its letter of November 6, 1968, the
taxpayer enclosed a schedule of intercompany balances which
indicated the following amounts owed to certain affiliates were
outstanding at both the beginning and end of the taxable year

Qwed To | _Amount,
Hagan Industries, Inc. $581,19
City Tank Corp. of Va.

Total ‘ 41,¢

(6) That in computing the assets and liabilities as
of June 30, 1965, the taxpayer offset receivables due from
certain affiliates against liabilities owed to other affiliates.

(7) That gection 208.7 of the Tax Law reads, in part,

as follows: _

"The term ‘business capital’ means all assets,
other than subsidiarxy capital, investment capital
and stock issued by the taxpayer, less liabili~
ties * * %-vhich are payable by their terms on
demand or within one year from the date in-
curred, other than loans or advances outstand-
ing for more than a year as of any date during
the year covered by the report & & &, *

Upon the foregoing findings and upon all of the evi-
dence presented, the State Tax cqmnisuion hereby '

DECIDESs

(A) That liabilities of $641,524, consisting of
$381,120 due to Hagan Industries, Inc. and $60,334 due to City

Tank Corp. of Va., were outstanding for more than a year during




the fiscal year ended June 30, 1965 and are not deductible as
liabilities in computing "business capital® under Section 208.7
of the Tax lLaw. |

(8) That because of the netting of assets and lia-
bilities on June 30, 1965, as noted in (6) above, Schedule C
of form CT-4 has been reconstructed as shown on attached
Appendix A.

(C) That the notice of deficiency and statement of
audit adjustment are hexeby corrected as shown below, and as
80 corrected affirmed together with such interest as may law-
fully be due under Section 1084 of the Tax Law.

Total Capital (Appendix A) $1,103,604.58
Tax at 1 Mill 1,103.60
Tax per report 356.03
Deficiency 747.57
Penalty 26,51
Total tax and penalty $ 774.08

Dateds Albany, New York

this 22nd day of April, 1970, STATE TAX COMMIBSION
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Liabilities owed to Liabilities owed to

certain affiliates certain affiliates
6/30/64
Hagan Industries, Inc. $581,190 $651,329
City Tank Corp. of Va, 60,334 78, 546

Miscellansous
Total ?3% Tﬂ'gfﬁ

Receivables due from
other affiliates

Total $716,204

Por 6/30/64 total assets were overstated by $96,391 because of failure
to offset accounts payable of §$96,39]1 owed to City Tank Corxp. of M.Y.
against notes receivable of $337,500 due from the same company.

Por 6/30/65 taxpayer offset above receivables ageinst above liabilities
thereby understating total assets by $716,204.

Total assats as

reported $1,280,058,.27 $477,713.89 $878,886.08
Less Assets
overstated 96,391.00
Plus offset
receivables »
Adju’t‘d assets ‘1; ﬁ.‘l. 665.3 i ' ’ 19 19 .89 ‘I' xaap 7531§
QCurrent liabilities 85,188.00
(SBee below)
Corrected total capital $1,103,604.58

Linbi&itica ou:d tg atti%iatoa 6/30/64 § 657,424

6430/65 11%.%%%
Total “ + 436,

Average (1/2) 718,384
Average liabilities over one year
Allowable liabilities to affiliates 6,8

Plus original allowance
Corrected allowable liabilities i'ﬁ%f*é%



