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

In the Matter of the Appeal of )
) .
| NTERNATI ONAL BAY CLUBS, |NC. )

For Appellant: Robert 0. Basmgjian
Vi ce President and
Tr easur er

For Respondent: Janes T. Philbin
Supervi sing Counsel

OPI NI ON

This appeal is made pursuant to section 26075,
subdivision (a), of the Revenue and Taxation Code from
the action of the Franchise Tax Board in denying the
claimof International Bay Cubs, Inc., for refund of
penalty in the anount of $8,641.15 for the incone year
ended Septenber 30, 1979.
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International Bay Cubs, Inc.

The sol e question presented by this appeal is
whet her a penalty for underpaynent of estimted tax was
properly inposed for appellant's income year ended
Sept enber 30, 1979.

Appellant, a California corporation, files its
franchise tax returns on a fiscal year ending Septenber
30. For the inconme year ended Septenber 30, 1979,
appel lant made a tinely first estimated tax paynent of
$200. 00 on January 15, 1979. Appellant later requested
and obtained an extension of tine in which to file its
franchise tax return for the incone year ended September
30, 1979. This request was acconpanied by a paynent of
$140,000.00, bringing appellant's credits for the year
to $140,200.0Q, its expected tax liability. When the
return was later filed wthin the extension period, it
showed a tax liability of $141,125.00. Paynent of the
di fference between the credits and the actual tax lia-
bility was sent with the return.

In review ng appellant's account, respondent
determ ned that appellant's $200.00 estinmated tax
paynment was insufficient, and assessed a penalty of
$8,171.76 pursuant to Revenue and Taxation Code section
25951. Appel l ant paid this anmount; plus interest, and
filed a claimfor refund. Wen its claimwas denied,
appellant filed this tinmely appeal

Cor porations subject to the franchise tax are
required to file a declaration of estimted incone tax
and to pay the estimated tax during the incone year.
(Rev. & Tax. Code, §§ 25561-25565.) |f the amount of
estimated tax- exceeds $200.00, it is payable in four
equal installnents. (Rev. & Tax. Code, § 25563, subd.
(d).) A penalty for underpaynent of tax is inposed by
Revenue and Taxation Code section 25951, which
provi des:

| n case-of any underpayment of estinated
tax, except as provided in Section_25954, there
shall be added to the tax for the taxable year
-an amount determned at the rate of 12 percent
per annum upon the anmpunt of under paynent
(determ ned under Section 25952) for the' period
of the underpaynent (determ ned under Section
25953): (Enphasis added.)

Appel | ant does not deny the existence of the

under paynent nor question,respondent's conputation of
the amount or period of.the underpaynment. . It also does
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| nternati onal Bay Clubs, Inc.

not claimrelief under any of the'genalty exceptions in
Revenue and Taxation Code- section 25954. = Instead, it
contends that it should be relieved fromthe penalty
because it has a record of conseientiously and tinely
"filing returns and paying taxes, and the underpaynent

was due solely to an oversight. In essence, appellant's
argunent is that there were extenuating circumstances or
reasonabl e cause for the underpaynent i ch shoul d

excuse it from the, penalty.

o W are certainly synpathetic with appellant's
position, particularly in view of the fact that a $3, 605
under paynment has resulted in a penalty of $8,172. It is
wel | settled, however, that relief fromthe penalty is
not avail able upon a show ng of extenuating circunstances
or reasonabl e cause. (Appeal of Waver Equi pnent Conpany,
Cal. St. Bd. of Equal. ,™May 2T, "1980) Appeal Of J. F._
Shea Co., Inc., Cal. St. Bd. of Equal.7 AuUg. 1§, 1979;
Rppeal of Decoa, Lnc.., Cal. St. Bd. of Equal., April 5,

: Under present law, the penalty may be excused
only If the taxpayer comes within one-of the exceptions
provided in Revenue and Taxation Code section 25954.

Since appellant does not come wthin one of these
exceptions, respondent's action nust be sustained.
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| nternational Bay Cubks, Inc.

Pursuant'to the views expres'sed in the opinion
of the board on file in this proceeding, and gdéod cause

appearing t herefor,

| T IS HEREBY ORDERED, ADJUDGED AND DECREED,
pursuant to section 26077 of the Revenue and Taxation
Code, that the action of the Franchise Tax Board in
denying the claim of International Bay O ubs; Inc., for
refund of penalty in the anmount of $8,641.15 for the
i ncome year ended Septenber 30, 1979, be and the sane is

her eby sust ai ned.

Done at Sacranento, California, this 31st day
of March , 1982, by the State Board of Equalization.,
with Board Members M. Reilly, Mr. Dronenburg and M. Nevins

present .

e e et e _» Chairman
_George R_Reilly . ., Menber
_Ernest J. Dronenbura, Jr. ____, Member
_Richard Nevins , Member

, Menber

- - —— -

———— e o D i oy ot
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