
Section 25663~1 provided:

If any taxpayer agrees with the United States
Commissioner of Internal Revenue for an exten-
sion, or renewals thereof, of the period for
proposing and assessing deficiencies in federal
income tax for any year, the period for mailing
notices of proposed deficiency tax for such year
shall be four years after the return ‘was filed or
six months after the date of the expiration of
the agreed period for assessing deficiencies in
federal income tax, whichever period expires the
la te r .

Appellant maintains that the final waiver
extension executed with the federal government expired
June 30, 195St  and .therefore  section 25663a constituted
a statutory bar. It further maintains that even if a
federal waiver existed for a period beyond that date,
there is still no evidence that it was signed by the
Commissioner of Internal Revenue which it contends was
necessary in order to establish the actual agreement
required by section 25663a. Respondent disputes the fact
that the waiver expired June 30, 1953, claiming the waiver
by its terms extended the time beyond June 30, 1953, if a
federal deficiency was duly issued, by the number of days
during which the Commissioner was prohibited from making
an assessment and for 60 days. thereafter. While not
admitting its absence, respondent also claims that the
Commissioner’s signature was not necessary to make the
waiver valid o

Appellant additionally asserts that the pro-
posed assessments were barred by section 25674 because
the federal agreement was reported to the state i.n the
two June 1955 letters. It maintains that if a taxpayer
is late in reporting, the state stil l has protection for
six months after the report, and that section 25673 gives
the state four years from the date of the change to give
notice where there is no report at all, Appellant also
contends that respondent’s actions were such as to con-
stitute grounds for estopping its imposition of the tax
and interest.

We conclude that section 25671; did not operate
as a statutory bar. In the Appeal of Philip Yordan,  et al. 7--.
decided by this board on.November  79 1958, the taxpayers
sent to respondent computations of their California income
tax based on stipulations filed wi$h the federal Tax Court.
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This information was provided after the W-day perSod set
forth in the comparable section of the l’rrsonl\‘l.  Income T a x
Law. to section 25432 providl.ng for correcttons to be
reported within 90 days (Rev. Rc Tax. Cocie,  3 l&51>  e It-
WGS  concluded that the provision which parallels section
25674 (Rev. 9c Tax. Code, 0 18586.3) was not applicable.
It was then concluded that respondent was allowed four
years after the change to issue its proposed assessment
T;rF%tTF the provision comparable to section 256’73

e . x. Code, $18586.2). It ‘was stated that any
other interpretation would make meaningless the requirement
of section 18451 that a report of a federal change be filed
within 90 days.Cal St Bd of EhiS; also the Appeal of Mary R. Encell,

April 21, 1959; and Montgomerv
Ward & Co. 7;. Franchi;: Tax Board, 6 Cal. App. 3d 149,
at 163 [85 Cal. Rptr. 8901, appeal dismissed, 400 U.S.
913 [27 L.-Ed. 2d 1521.)

In the present appeal the Tax Court’s decision
became final on January 5, 1955. We are not certain of-
the date'of the actual federal assessment but in view of
the federal statutory'provisions, 60 days thereafter would
have been the latest date for an assessment. Whether we
consider the date the Tax Court's decision became final
or the date of the actual federal assessment as the starting
date for the 90-day period provided for in section 25432,
it is clear that the' 90-day period had expired prior to
June 14, 1955. Furthermore, the June 14 and June 28, 1955,
responses did not constitute actual reporting of a change
or correction. As stated in the Appeal of Market Lessors,_
Inc., decided by this board on September 12, 1968, “The
plain meaning of this language is that a taxpayer must
report the substance-of the change, correction or re-
negotiation, not merely the fact that a change was made.”
Appellant maintains- that the judgment of the Tax Court
sets forth no corrected income or changes in net income,
but simply a, figure of additional tax. It is noted,
however, that detailed computations were submitted showing
California income upon the basis of such stipulations for
the years 19'-t4 and 1945.

Inasmuch as appellant did not comply with the
reporting requirements of section 25432, respondent was
entitled to take its.action within the period prescribed
in section 25673, and the proposed assessments were made
well within this period. We do not deem it essential that
the proposed assessments must also be issued within the
period defined in section 25663a. In the Appeal of The
Hermovne,  I n c . , decided by this board on February 17,
1959, the taxpayer agreed with the Commissioner of Internal
Revenue to extend to June 30, 1953, the time for assessing
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federal tax deficiencies. The proposed assessments were
issued subsequent to December 31, 19%) but withi.n the
period prescribed in section 25674. It was held that
respondent was not barred from its action. We conclude
that the same reasoning should apply where section 25673,
rather than section 25674, provides the applicable limita-
tion period. (See also .Mudd v. McColgan, 30 Cal. 2d 463
[I83 P.2d 103 .) We believe-the important point is that,
as indicated in The Hermovne  T Inc., appeal, there are
statute of limitation code provisions which provide for
alternatives and that one of the statutory periods was
open when respondent issued its notices of proposed assess-
ments. (See the dictum in Montgomery Ward & Co. v. Franchise
Tax Board, supra, 6 Cal. App. 3d 14-9, at 169 [85 Cal. Rptr.
-appeal dismissed, 400 U.S. 913 [27 L. Ed 2d 152-j.)
Nor is it essential that the statute of limitations be open
under section 25663a at the time the federal determination
becomes final or at the time when the federal assessment
is made. Sections 25432, 25673, and 25674 come into
consideration where there is a federal change or correction.
Their purpose would be frustrated if through inadvertence
or lack of necessity federal extensions were not agreed
upon between the federal government and the taxpayer.

We also conclude that there is no basis for
asserting estoppel against respondent with respect to the
imposition of assessments for either principal or interest.
Appellant’s failure to perform timely and properly its duty
of reporting resulted in the timely issuance of the notices
of proposed assessments. It was not an act of respondent
which left the statute open. (Cf e Market Street Railway Co e
v, State Board of Equalization, 137 Cal. App. 2d 87 [290

F.2d 201.)

QRDER---“-
Pursuant to the views expressed in the opinion

of the board on’file in this proceeding, and good cause
appearing therefor, ,
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IT IS HERE33Y ORDERED, .ADJUDGED AND DECREED,
pur,suant to section 25667 of the Revenue and Taxation
Code, that the action of the Franchise Tax Board on the
protests of The Pullman Company against proposed assess-
ments of additional franchise tax in the amounts of
$2 273.32, 85,780.34 $3,053.86 965,4.01.59, 965,592.92,
qW9726.12 $655.89 &2 018.4-3, $113.37, $3,472.899
$59019.529 $1 536.80, $941.06, $968.96, and @t9604.84
foi the irkomg years 1938, 1939, 1940, 1941, 1942, 1943,
1944, 1945, 1946j 1947, 1948, 1950, 1951, 1952, and 19539
respectively, be modified in accordance with the agreement
of the parties for the years 1944 through 1953, but in all
other aspects the action be and the same is hereby sustained.‘*

Done at Sacramento, California, this 28th day
of March 9 1972, by the State Board of Equalization.

/ , Member
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