
STATE

STATE

OF NEW YORK

TN( COMMISSION

In the llatter of the Petltlon
o f

Studebaker-Worthlngton, Inc.

for Redetermlnation of a Deficiency or for
Refund of Corporation Fraachise Tax under
ArtlcLes 9-A and 27 of thc Tax Law for the
Years  1979,  1980 and 1981,

AFFIDAVIT OF'MAILING

State of New York :
s s .  :

County of Albany :

Davld Parchuck/Janet M. Snay, belng duly sworn, deposes and says that
he/she is an employee of the State Tax ComissLon, that he/she ls over 18 yearg
of age, and that on the 25th day of June, L987, he/she served the wLthln notlce
of Decislon by certtfied matl upon Studebaker-tJorthington, Inc. the petltioner
in the wlthln proceedlng, by encloslng a true copy thereof in a secureLy sealed
postpald nrapper addressed as fol lows:

Studebaker-Worthington, Inc.
c/o Cooper Industr ies, Inc.
P . O .  B o x  4 4 4 6
Houston, TX 772L0

and by depositing same enclosed in a postpaid properl-y addressed wrapper in a
post office under the excl-uslve care and custody of the United States Postat
Servlce within the State of New York.

That deponent further says that the sald addressee is the Petltloner
herein and that the address set forth on said wrapper l-s the last known address
of the pet l t loner.

Sworn to before me this
25th d.ay of June, L987.

to adminlster oaths
Tax Law sectlon 174pursuant to
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In the Matter of the Pet l t lon
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Studebaker-I'Iorthington, Inc.

for Redetermination of a Deficiency or for
Refund of Corporation Franchise Tax under
Articles 9-A and 27 of the Tax Law for the
Years  1979,  1980 and 1981.

AFFIDAVIT OF }IAILING

Stat,e of New York :
s s . :

County of Albany :

David Parchuck/Janet M. Snay, belng duly sworn, deposes and says that
he/she is an employee of the State Tax Comrnlssion, that he/she ls over 18 yearg
of age, and that on the 25th day of June, 1987, he served the wlthln not lce of
Declslon by certlfied nail- upon Arthur E. I{hitmer, the representatlve of the
petltioner ln the withln proceeding, blr enclosing a true copy thereof ln a
securely sealed postpaid wrapper addressed as fol lows:

Arthur E. Whitmer
Cooper Industr ies, Inc.
P .O.  Box  4446
Houston, TX 772L0

and by depositing same enclosed ln a postpaid properly addressed wrapper ln a
post office under the exclusive care and custody of the United States Postal
Servlce wlthin the State of New York.

That deponent further says that the sald addressee is the rePreaentatlve
of the petltioner herein and that the address set forth on said ltraPPer ls the
last known address of the representatlve of the Petitioner.

Sworn to before ue thls
25th day of June, L987.

rized to adrnlnlster oat
pursuant to Tax Law section I74
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June 25, L987

Studebaker-Worthlngton, Inc.
c/o Cooper Industr ies, Inc.
P .O.  Box  4446
Ilouston, TX 772L0

Gent,lemen:

Please take notlce of the Declslon of the State Tax Connlsslon enclosed
herewlth.

You have now exhausted your rlght of revlew at the adnlnLstratlve level.
Pursuant to sectlon(s) 1090 of the Tax Law, a proceedlng Ln court to revlew an
adverse decislon by the State Tax Conrmlsslon may be lnstltuted only under
Artlcle 78 of the Clvll Practlce Law and Rules, and must be cornrnenced ln the
Supreme Court of the State of New York, Albany County, wlthin 4 noaths fron the
date of thls not lce.

Inqulries concernlng the computatlon of tax due or refund alLowed ln accordance
with thls decLslon may be addressed to:

NYS Dept. Taxatlon and Flnance
AudLt Evaluatlon Bureau
Assessuent Revlew Unlt
Bulldlng /19, State Campus
Al-bany, New York 12227
Phone # (518) 457-2086

Very truly yours,

STATE TAX COMMISSION

cc: Taxlng Bureauts Representattve

Petltloner I s Representatlve :
Arthur E. Whltner
Cooper Industr les, Inc.
P .O.  Box  4446
Houstonr TX 77210



STATE OF NEW YORK

STATE TN( COMMISSION

In the Matter of the Petltlon

o f

STUDEBAKER-WORTIIINGTON, INC. : DECISION

for Redeternlnatlon of a Deflciency or for :
Refund of Corporatlon Franchlse Tax under
Artlcles 9-A ancl 27 of the Tax Law for the :
Years  L979,  1980 and 1981.

Petltloner, Studebaker-llorthlogton, Inc., c/o Cooper Industrieg, Inc.,

P.O. Box 4446, Houston, Texas 77210, flled a petltlon for redeterninatlon of a

deflclency or for refund of corporatlon franchlse tax under Artlcles 9-A and 27

of  the  Tax  Law fo r  the  years  L979,1980 and 1981 (F l1e  No.  64560) .

on March 6, L987, petltloner walved lts rlght to a hearlng and requested

the State Tax Co r isslon to render a decLslon based on the entlre record

confalned Ln the fLle,  wlth al l  br iefs to be subnlt ted by l tptLL 24,1987.

After due conslderatlon, the State Tax Counlsslon renders the followlng declslon.

ISSUE

Wtrether penaltles asserted agalnst petitloner for fallure to tlnely file

lts corporatton franchlse tax reports should be abated.

FINDINGS OF FACT

1. Untl1 September of, L979, petltloner, Studebaker-Worthfngton' Ioc.' wag

a publlcly traded corporatlon wtth lte headquarters Ln the State of New Jersey.

Petltloner tlneLy flled New York State corporatlon franchlse tax reporta for

the years 1972 th,tough 1978.
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2. On September 5, 1979, petltloner lra€r acquired by Edlson Internatlooal,

Inc. ('rEdlson'r), whLch wa€! a wholly owned subsLdLary of tttcGraw-Edison Company

("McGraw"). McGrawts corporate headquarters were located ln ll l lnolg. In

early 1981, petltloner nas nerged Lnto Edlson and ceased to exlst as a seParate

corporate entity. In 1985, McGraw was acqulred by Cooper Industrles, Inc.

3. A routlne fleld audlt of petltloner revealed that tt had faLled to

flle corporatlon franchlse tax reports for the flscal years ended December 31,

L979, December 31, 1980 and January 5, 1981, when l t  ceased to exlst  as a

corporate entlty.

5. On March 18, 1985, pet i t loner,  b;r  l ts execut lon of a consent to f leLd

audlt adjustnent, conceded tax and interest due for the audlt perlods ln the

amount of $454 1872.00. Shortly thereafter, lt renltted paynent to the Audlt

Dlvislon ln thls amount. Payrnent nas accompanled by a request for abateoent of

penalt les.

6. 0n August 26, 1985, the Audlt DtvLelon tssued to petLtLoner three

notices of deflclency pursuant to ArtlcLes 9-A and 27 of the Tax Law assertlng

tax, lnterest and penaltLes for the years at lssue as fotlows:

Year
ffi,
1980
1981

Tax
$118;fe7.oo
$  154 ,523  . 00

3 ,258  . 00

Interest
EBZZdffio

92,056 .00
I  ,  936  .00

Penalty
$29 ,617 .00

39 ,631  .00
814  .00

The notlces also acknowledged payrnent of tax and interest for each perlod.

7. On Septeubet 25, 1985, followlng lssuance of the notlces' petttloner

renewed lts request for abatement of penal-ties.

8. For the perlod ended December 31, 1979, McGraw had requested an

extenslon of tlne to flle corporatlon franchlse tax reports for petltloner and

accompanled the request wlth a paynent of $10,000.00. Subsequently, Prepayments

total l lng $5,000.00 were made for 1980,
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10. Petltlonerts request for abatement of penaltles ls based upon the

ground that lts failure to flle lts corporatlon franchlse tax reports for

L979,1980 and 1981 was due to reasonable cause and not to wl l l fu l  neglect.  To

support lts contentlon, lt has offered the following explaoatlon:

"there were slgnlflcant admtnistratlve problems assoclated
nlth the lntegratlon of the Tax Departments of SI{I [petltloner]
and M-E [McGrawJ. The M-E tax staff lras prlunrlly a conpllance
group of the Control Department. By virtue of the SIII tax
staff taking the lead on handllng the very dlfflcult and
sophlsticated tax aspects of the acqulsltlon of SI{I by M-E,
several key SWI tax admlnlstrators were hlred by M-E to
manage the M-E tax functlon. Due to the changeover of tax
personnel resuLtlng fron the acqulsltlon transactlon as
well as the problems Ln relocatlng the SI{I tax adnlnlstratlon
from New Jersey to ll l lnols, the SI^II state tax functlon was
placed under extreme pressure.tt

tl. Pettttoner charaeterLzes McGrawrs request for an extenslon of tiue

f l le l ts 1979 return and prepayrnents total1lng $15,000.00 fot 1979 and 1980

evldence of lts lntentlon to fl1e corporatlon franchlse tax reports. It

requested that lts history of fll lng returns prlor to 1979 be taken lnto

account.

L2. The Notlce of Def lc lency for 1979 lndicates that $2,228.00 of the

totaL paynent for that year was credlted towards the penalty asserted. By lts

petltLon, petltloner reguested a refund ln that amount.

CONCLUSIONS OF LAW

A, That Tax Law $1085(a)(1) lmposes an addlt lon to tax for fal lure to

flle a return (at the rate of 57 per donth or fractlon thereof durtng whLch the

failure contlnues, but not exceedlng 252 ln the aggregate), unless ttsuch

failure ls due to reasonabl-e cause and not due to wlllful neglect'r.

B. That 20 MfCRR 9-1.5, effecttve for taxabLe years conmenctng on or

after January 1, L976, provides that grounds for reasonable causte Eust be

clearly establlshed and rnay lnclude the followlng:
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"(a) death or serlous lllness of the responslble offLcer
or employee of the taxpayer, or hls unavolilabLe absence
fron hls usual place of buslness;

(b) destruction of the taxpayerts place of buslness or
buslness records by flre or other casualty;

(c) rellance on advlce of a conpetent advlsor such as an
attorney or accountant;

(d) tlnely prepared reports misplaced by a responsLble
employee and digcovered after the due date."

The above-quoted regulatlon was amended, effective Aprl1 1, 1981, to delete

ground "(c)",  relet ter "1d)" to t t (c)t t ,  and to add the foLlowlng grounds:

"(d) lnabl1lty to obtaln and asseuble essentlal lnfornatlon
requLred for the preparatlon of a conplete return desplte
reasonable efforts;

(e) pendlng petltlon to Tax Conmisslon or foruaL hearlng
proceedlngs lnvolvlng a question or lssue affectlng the
computation of tax for the year of dellnquency; and

(f) any other cause for deLlnquency whlch appears to a
person of ordlnary prudence and lntelllgence as a reasonable
cause for delay ln flllng a return and whtch clearly
indicates an absence of gross negligence or wlllful lntent
to dLsobey the taxlng statutes. Past performance should be
taken lnto account.'r

C. That each taxpayer has the obllgatlon to prepare and fl1e a tlnely

return with paynent. Thls duty ls nondelegable. Thus, numerous cages have

heLd that a taxpayerfs rellanee on lts accountant or on other enployees wLll

not rel leve l t  of  l ts responsLbl l l ty (e.9.,  Sanderl lng, Inc. v.  Conrmissloner '

57I Fzd 174 [3rd Clr .  1978];  Logan Lumber Co. v.  Coumlssioner,  365 tzd 846

[5 th Ct t  1966] ;  Wt l l lan H.  l {au ld ln ,  60 TC 749 |  19731 ,  3  ALR2d 617,6L9) .

D. That "[a]ny laynan with the barest modlcuo of buslness experience

knows that there ls a deadllne for the fil lng of returns" (Unlted States v.

Krol l ,547 F2al 393,396 [7th Clr ]) .  The adninLstrat lve confuslon causei l  by

corporate mergers and acquLsltlons dld not relleve petltloner of lts duCy to
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exerctse ordinary buslness care and prudence. Accordlngly' petltloner has not

denonstrated reasonabLe cause for fallure to file corporation franchtse tax

returns when due.

E. That the petltlon of Studebaker-Worthlngton, Inc. ls denled, and the

penaltles imposed under sectlon 1085(a)(1) of the Tax Law are sustalned.

DATED: Albany, New York STATE TN( COMMISSION

,€luN 2 51987
PRESIDENT

\ . \

Qru^L----


