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BEFORE THE STATE BOARD OF EQUALI ZATI ON
OF THE STATE OF CALI FORNI A

In the Matter of the Appeal of )
)
ALLEGHENY LUDLUM | NDUSTRIES, | NC. )

For Appell ant: D. Stanbaugh

Manager , ate and Local Taxes
For Respondent: Kendal | E. Kinyon
Counsel

OP I NI ON

This appeal is made pursuant to section 26075,
subdi vision (a), of the Revenue and Taxati on Code from
the "action of the Franchise Tax Board in denying the
claim of Allegheny Ludlum Industries, Inc., for refund
of an estimated tax penalty in the anmpbunt of $556.19 for
the income year 1977.
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. _ ellant, a Pennsylvania corporati.en, fi]es
its Cal|fo¢%Pa franchi se taxyreturns onpt e basis o* t he

cal endar year. On its return for the incone year 1977,
appellant reflected a tax liability of $10,735, an esti-
mated tax payment of $200, a payment nade with its filing
extensi on request of $11,800, and requested a refund of
the $1,265 balance. Respondent determ ned that appellant's
$200 estinmated tax paynent was not received until cenber
12, 1977, just before the fourth installnment due date.

The $11,800 paynent which acconpanied the filing extension
request was received by respondent on March 15, 1978.

Based on. this information, respondent determined that
appel l ant had underpaid its 1977 estimted tax and as-
sessed the penalty In issue. |In accordance with this
determ nati on, re5ﬁondent deni ed appellant's refund claim
to the extent of the estimated tax penalty. Appellant

has appeal ed that determ nation

_ ~ Every corporation subject to the franchise tax
Is required to file a declaration of estimated tax and
pay the estimated tax during the incone year. (Rev. &
Tax. Code, §§ 25561-25565.) In no event shall a corpora-
tion's estimated tax be | ess than the m ni mum t ax. (Rev.
& Tax. Code, § 25561.) If the anount of estimated tax .
exceeds $200, it is payable in four equal installments.
(Rev. & Tax. Code,-§ 25563, subd. (d) .) If it does not
exceed $200, the estimated tax is Payable on or before
the 15th day of the fourth nonth of the incone year.

(Rev. & Tax. Code, § 25563, subd. (c) .) Corporations

whi ch underpay their estimated tax are subject to a

penal ty. (Rev. & Tax. Code, §§ 25951-25953.)

Appellant's liability for the income year 1977
was $10,735. In order to avoid a penalty, appellant was
required to estinmate and prepay at |east 80 percent of
$10, 735 ($8,588) in four equal installnments of $2,147 on
April 15, June 15, Septenber 15 and Decenber 15, 1977.
(See Rev. & Tax. Code, §§ 25561, 25563 & 25952.) Since
the paynents made on or before each of the install nment
due dates were |less than $2,147, appellant is subject to
the estimated tax penalty inposed by section 25951 of
t he Revenue and Taxation Code unless it is excepted from
the penalty by one of the relief provisions contained in
section 25954.

It is appellant's position that, since jt re-
flected a zero tax liability on its 1976 return, it Is
excepted from the underpaynment penalty by the prior-year
exception provided in subdivision (a) of section 25954. ]
Respondent argues that appellant's 1976 tax was $200, .
the mninumtax, and concludes that the penalty exception B
contai ned in subdivision (a) does not apply.
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_ Subdi vi sion (a) of section 25954 reads, in
pertinent part, as follows:

Not wi t hst andi ng the provisions of the pre-
ceding sections of this article, the addition
to the tax wth respect to any underpaynent of
any installnment shall not be inposed if the
total anmount of all paynents of estimated tax
paid on or before the [ast date prescribed for
t he paynment of such installnent equals or ex-
ceeds the amount which would have been required
to be paid on or before such date if the esti-
mated tax were whichever of the followng is
the lesser--

(a) The tax shown on the return of the
t axpayer for the preceding TNCONME year 1T a
return showna a TrabiTity for tax was filed
py the taxpayer for the preceding year and
such preceding year was a year of 12 nonths,
(Enphasi s added.)

Resolution of the dispute in this appeal re-
. volves around the interpretation of the phrase "tax shown
on the return.” Respondent's position is that the "tax

shown on the return" nmeans the mathematically correct

t ax. (See FTB LR 384, April 1, 1975.) This interpreta-
tion is consistent wwth the Internal Revenue Service's
interpretation of the same phrase and is supported by
respondent's regulations interpreting the term"tax" for
purpgie of the section 25954 penalty exceptions which
provi de:

. . . the term"tax" nmeans the tax inposed by
Sections 23151, 23153, 23181 or 23183 of the
Bank and Corporation Tax Law, whichever is
applicable. (Cal. Adnmin. Code, tit. 18, reg.
25951- 25957, subd. (c)(2).)

o Section 23151 provides that for income years
begi nning after December 31, 1971, every corporation
doing business within this state shall Pay an annual
m ni mrum tax of $200 for the privilege of exercising its
corporate franchise. Therefore, the mathematically cor-
rect tax shown on appellant's 1976 return, based on an
i ncone_of zero, was the $200 m ni numtax inposed by sec-
tion 23151. In no event shall a corporation's estimated
tax be less than the mnimmtax,, (Rev. & Tax. Code,
. '§ 25561.) Section 25561 required that if the 1977 esti-

mated tax was not in excess of $200, the entire ampunt
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was payable on or before the first installnent due date.
Si nce “appel lant did not pay the $200 mi ni numuntil the

fourth installment due date, it is not excepted fromthe
under paynent penalty. Accordingly, respondent's action
in this matter nust be sustained.

ORDER

Pursuant to the views expressed in the opinion
of the board on file in this proceeding, and good cause

appearing therefor,

| T 1S HEREBY ORDERED, ADJUDGED AND DECREED,
pursuant to section 26077 of the Revenue and Taxati on
Code, that the action of the Franchise Tax Board in
denying the claimof Allegheny LudlumIndustries, Inc.,
for refund of an estimated tax penalty in the anmount of
$556. 19 for the income year 1977, be and the sane is

her eby sustai ned.

Done at Sacranento, California, this 21st daI¥
0

of May . 1980, by the State Board of Equalizati
N /(if&i%@k; \ , Chai rman

' I , Menber

, Member

, Menber

, Member
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