IN THE ILLINOIS INDENDENT TAX TRIBUNAL

CHICAGO, ILLINOIS

EUCLID OIL INC., )
)

Petitioner, )

)

V. ) No.

)

ILLINOIS DEPARTMENT OF REVENUE, )
)

Defendant. )

PETITION
Petitioner, Euclid Oil Inc. (“Petitioner™), by and through its attorneys, The Law Office of
James E. Dickett, Ltd., complains of the Defendant, the Illinois Department of Revenue
(“Department”), and alleges as follows:
PARTIES
1. Petitioner is an Illinois corporation located at 1950 Plum Grove, Rolling
Meadows, Illinois, 60008, and can be reached at 630-363-3530.
2. Petitioner is represented by The Law Office of James E. Dickett, Ltd. attorney
James E. Dickett, located at 600 Hillgrove Avenue, Suite 1, Western Springs, Illinois, 60558 and

can be reached at 708-784-3200 or jdickett@aol.com.

3. Petitioner’s Taxpayer (Account) ID is 26-3239202.
4. The Department is an agency of the Executive Department of the State
Government and is tasked with the enforcement and administration of Illinois tax laws. 20 ILCS

5/5-15.



NOTICE
5. On September 10, 2014, Petitioner received three Notice of Deficiency letters for
Form IL-1120-ST, Small Business Corporation Replacement Tax returns (“Notices™) for the tax
years 2009, 2010, and 2011. The Notices, in aggregate, reflect $16,986 in tax due, plus penalties
and interest. The Notices are attached hereto as Exhibit 1.

JURISDICTION

6. Petitioner brings this action pursuant to the Illinois Independent Tax Tribunal Act
(“Tribunal Act”), 35 ILCS 1010/1-1 to 35 ILCS 1010/1-100.
7. This Tribunal has jurisdiction over this matter pursuant to Section 1-45 and 1-50

of the Tribunal Act because Petitioner timely filed this Petition within 60 days of the Notice.

BACKGROUND
8. Petitioner is a petroleum retailer located in the northwest suburbs.
9. Defendant audited Petitioner’s books and records for sales tax for the periods

2009 to 2012, and, based on that audit, the Department projected the business income tax
assessments at issue herein without providing the proper allowance for cost of goods sold (zero
allowance in 2009).

COUNT 1

Defendant’s audit methodology overstates Petitioner’s liability.

10.  Petitioner realleges and incorporates by reference the allegation made in

paragraphs 1 through 9, inclusive, hereinabove.

11.  The Department assessed the tax liabilities contained in the Notices based on the

sales tax audit results without providing the proper allowance for cost of goods sold.



12. By applying the Department’s corporate sales tax audit results to the business
income tax Notices herein, the Department drastically and unreasonable inflated Petitioner’s
corporate income tax liability.

WHEREFORE, Petitioner prays that the Tribunal enter an order that:
(a) enters judgment in favor or Petitioner and against the Defendants and
cancels the Notices;
(b) enjoins the Department from taking any action to assess, lien, levy, offset,
or any other way prosecute and collect the amount due on the Notices;
(c) grants such further relief as the Tribunal deems appropriate.
COUNT 1I

All penalties should be abated based on reasonable cause.

13.  Petitioner realleges and incorporates by reference the allegation made in
paragraphs 1 through 12, inclusive, hereinabove.

14.  Inits Notices, the Department assessed late filing and late payment penalties.

15.  Illinois law provides that neither late penalties nor negligence penalties apply if a
taxpayer shows that its failure to pay tax was due to reasonable cause. 35 ILCS 735/3-8.

16.  The most important factor to be considered in making a determination to abate a
penalty will be the extent to which the taxpayer made a good faith effort to determine its proper
tax liability and to pay its proper tax liability in a timely fashion, and a taxpayer will be
considered to have made a good faith effort to determine and pay its proper tax liability if it

exercised ordinary business care and prudence in doing so. 86 Ill. Admin. Code 700.400(b).



17.  Petitioner exercised ordinary business care and prudence when it reasonably
determined its business income liability during the audit periods and clearly did not use the
Department’s proposed sales tax audit results.

WHEREFORE, Petitioner prays that the Tribunal enter an order that:

(a) finds and declares that all penalties should be fully abated based on
reasonable cause;

(b) enjoins the Department from taking any action to assess, lien, levy, offset,
or any other way prosecute and collect the amount of penalties due on the
Notices; and

(c) grants such further relief as the Tribunal deems appropriate under the
circumstances.

Thank you for considering this Petition.

Respectfully submitted,

Euclid Oil Inc.,

Petitioner,
& ¢

By:
One qf P tltloner s Attorneys
Date: 7

James E. Dickett

The Law Office of James E. Dickett, Ltd.
600 Hillgrove Avenue, Suite 1

Western Springs, IL 60558
708-784-3200 (fax 3201)

Email: jdickett@aol.com



Notice of Deficiency

for Form 1.-1120-S7, Small Business Corporation Replacement Tax Return

STATE OF

llinois

ﬁ}"" PARTRMENT OF REVEMUE
tax Hlingis gov

September 10, 2014
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EUCLID OIL INC Letter iD: CNXXX¥3248537284

ATTN SHITAL M\EjmTA

1950 PLUM GROVE RD . -

ROLLING MDWS IL 60008-1946 Taxpayer ID: 26-3239202
Audit 1D: A1516625620

Reporting period: Decsmber 2009

Total Deficiency: 318768 99
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if you do not agree, you may contest this notice by following the instructions listed below.

°  If the amount of this tax deficiency, exclusive of penaity and interest is more than $15,000, or if no tax deficiency is assessed but
the total penalties and interest is more than $15,000, file a petition with the Hlinos Independent Tax Tribunal within 80 days of this
natice. Your petiion must be n accordance with the rules of practice and procedure provided by the Trbunal (38 ILCS 1010/ el seq )

+ In all other cases, file a protest with us. the linms Department of Revenue. within 60 days of this notice . If you file a protest on time. we
must reconsider the proposed deficiency, and if requested grant you or your authonzed representative an adminstrative heanng An
administrative hearing is a formal fegal proceeding conducted pursuant to rules adopted by the Departient and is presided over by an
adrunistrative law judge  Submit your protest on Form EAR-14. Format for Filing a Protest for Income Tax, (available on our website at
tax.illinois.gov). If we do not receive your protest within 60 days, thus deficency will become final. A protest of this notice doss not
preserve your rights under any other notice

* Inany case. you may instead. under Sections 2a and 2a 1 of the State Officers and Employses Money Disposition Act (30 1LCS 23072z,
230/2a 1). pay the total deficiency under protest using Form RR-374. Notice of Payment Under Protest (available on cur website at
tax.illinois.gov} and file a complaint with the circuit court for a review of our determination

If you do not protest this notice of pay the balance dus o full we may ke collection achon agamst you for the balancs dus wihich may
michuds iavy of your wages and bank accounts fling of a tax ken or other action

If you have questions. call us at the tslephona number shown below
Smcereiy
Brian Hamer

Director

ILLINOIS DEPARTMENT OF REVENUE
AUDIT BUREAU

PO BOX 19012

SPRINGFIELD IL 62794-8012

{217) 558-4960

OF 393 \R-07/13)
P-000052




Statement

Date Seplember 10 2014
Name EUCLID GIL INC
Taxpayer 1D 26-3239202
Letter 1D CNXAXX13248837284

Reasons for deficiency

YWe adusted your federal taxable income 1o include all recepts based on a review of your llinois Sales Tax retums.
{35 ILCS 57203(b)( 1y (o)1) (d)(1)]

We determined that you omitted moome m excess of 25 percent of the base incoms reported on your Hinos income Tax

return
{35 1.CS 5/905(bj]

Penalties

We are imposing an additional late-payment penalty because you did not pay the amount shown dueg on the Form IL-87C,
Waiver of Restrictions, within 30 days after the “Date of lssuance” shown on the form. Once an audit has been intiated.
the additional late payment penalty is assessed at 15% of the late payment. Failure to pay the amount due or invoke
protest rights within 30 days from the "Date of Issuance” on the Form IL-870, results in this penalty increasing o 20%.
{35 {LCS 735~/3-3(h-20)(2)] (for liabilities due on or after 1/1/2005)

Interest

Interest on tax in the amount of $1.493 38 has been computad through September 10 2014

IOR-383 (RO7143)

—



Statement

Daie Seple 14
Name EUCLID O ING
Taxpayer 1D 26-3239202
Letter 1D ONXXX 13248837284

Computation of deficiency

Unmodified base income or i0ss
Total unmodified base income or i0ss
Income or loss
lhnois replacement tax deducted
Other additions
Total income or 108s
income aliocable to lilinois
Nonbusiness income or l0ss
Non-unitary partnership business income/loss
Business income or 1058
Apportionment formula
Total sales averywherg
Total Hiinois sales
Apportionment factor
Business incomelloss apportionable to 1L
Non-business income/loss allocable {o 1L
Non-umitary part bus income/loss apprin to i
Base income or net loss allocable to 1L
Net income
Base ncome or net loss
inois net loss deduction (NLD)
Net income
Net replacement tax
Replacement tax
Recapture of investment credits
Replacement tax before investment credits
Replacement tax investment credits

Total net replacement tax due

Total tax deficiency
UPIA-5 late-payment penalty {Audit)

Plus mnterest on tax through September 10, 2014

Total deficiency

IR 383 (ROTIR

Reporting Period: 31-Dec-2009

387287500

$1.100.00
$0.00
$974.075 00

$0.00
$0.00
8974075 00

$0.00
$0.00
1.000000
3000
$0.00
$0.00
$0.00

$474.07500
$0.00
3974 075 00

$14611.00
3000
$14.611.00
$1.883.00

$12,728.00
$12.728.00
$2.545.60
$1.493.39

* 316,766 .99

P-0GO0GE




Statement

Date Seplember 10 2014
Name EUCLID OIL INC
Taxpayer 1D 26-3239202
Latter 1D ONXXAX 13248537284

If you intend to pay under protest, you must pay this total deficiency amount

Balance due * 518 766 .99

IDR-393 (R-U7/13)




Notice of Deficiency oy smeor

for Form IL-1120-5T, Small Business Corporation Replacement Tax Return § ﬂ @ § 3

QFFAK TMENT OF REVERUE
tax.illinois.gov

September 10, ?OM

smKoy I

HONXX XXB1 8665 44X5#

A(T'?"N: SHITAL MEHTA

L g Taxpayer 0: 2632920
Audit ID: A15186825920

Reporting period: December 2010

Total Deficiency: $3,63943

Balance due: $3.639 43
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If ycru agree to this deficiency pay the wolal balance due a3
ayable o linos Department of Reverus  yente your tazpayer 1D on youwr ©

if you do not agree, you may contest this notice by following the instructions listed below.

*  If the amount of this tax deficiency, exclusive of penaity and interest is more than $15,000, or if no tax deficiency is assessed but
the total penaities and interest is more than $15.000, file 3 petition vath the llingis Independeant Tax Tnbunal within 60 days of this
notice  Youwr petilion must be i accordance with the rules of practice and procedure provided by the Tribunal (35 1ILCS 10107/1-1, &f seq.)

* in all other cases file a protest wath us, the lilincis Department of Revenue, within 60 days of this notice I you file a protest on iima, we
must reconsider the proposed deficiency, and if requested, grant you or your authorized representative an adminstrative hearing An
administrative hearing 18 a formal legal proceeding conducted pursuant 1o rutes adopted by the Departiment and s presided over by an
admuustrative law judge. Submit your protest on Form EAR-14, Format for Filing a Protest for Income Tax. (avaiable on our website at
tax.illinois.gov). if we do not receive your protest within 60 days. this deficiency will become final. & protast of this notice does not
preserve your rights under any other notice

* Inany case you may instead. under Sections 2a and 2a.1 of the State Officers and Employees Money Disposition Act {30 1LCS 230/2a
230/2a 1), pay the total deficiency under protest using Form RR-374. Notice of Payment Under Protest {ovailable on our website at
tax.iflinois.gov) and file a complaint with the circut court for a review of our determination

if you do not profest frus notice or pay the balance due n full, we may take collection achor agarst you for the balance dus which may
nchide fevy of your wages and bank accounts, filng of a tax ien, or ather action

Fyoy have guestions oall ug At the telephong number shown below

Sincerely,

.l

Brian Hamer
Director

ILLINOIS DEPARTMENT OF REVENUE
AUDIT BUREAU

PO BOX 18012

SPRINGFIELD 1L 62794-8012

(217) 558-4960

R-303 (R-O713)
B-QR000%




Statement

Date September 10 2014
Name EUCLID OIL INC
Taxpayer 1D 26-3239202
Letter I CNXXXXE18688544X5

Reasons for deficiency

We adusted youwr federal taxable ncomea 16 nclude all receipts based on a review of your Hinos Sates Tax returns
[35 ILCS 5/203(hH 1) (o). {di(1)]

Penalties

We are imposing an additional 1ate-payment penaily because you did not pay the amount shown due on the Form 1L-870,
Wawer of Restrictions, withmn 30 days after the "Date of Issuance” shown on the form Once an audit has been iniiated
ihe addiional late nayment penally is assessed at 15% of the late payment. Failure (o pay the amount due or invoke
protest nghts wathun 30 days from the "Date of Issuance” on the Form HL-870. results in this penalty increasing to 20%

{35 ILCS 735-/3-3(b-20)(2)] {for habilites due on or afler 1/1/2005)

Interest

interest on tax in the amount of 3226 83 has been computed through September 10, 2014

HBR-383 (R-O77113)




Statement

Date. September 10 2014
Narfe FEUCLIT OIL ING
Taxpayer i 28-3236202
Letter ID CNXXXXG188G844X5

Computation of deficiency

Unmodifed base income or ioss
Total unmodified base income or loss
income or loss
Other additions
Total income or loss
income allocable to lllinois
Nonbus:iness income or 10ss
Non-unitary parinership business income/ioss
Business income or l0ss
Apportionment formuia
Total sales everywhere
Total llinois sales
Apportionment factor
Business income/loss apportionable to i
Non-business incomef/loss allocable to L
Non-unitary pan bus income/loss apprin {o 1L
Base income or net loss allocable to IL
Net incoms
Base income or net loss
lilinois net loss deduction (NLD)
Net income
Net replacement tax
Replacement tax
Recapture of investment credits
Replacement tax before investment credits
Replacement tax investment credits

Total net replacement tax due

Total tax deficiency
UPIA-5 late-payment penalty (Audit)

Plus interest on tax through September 10. 2014

Total deficiency

Reporting Period: 31-Dec-2010

$189.607.00

$0.00
$189.607.00

$0.00
%0.00
$189,607.00

$0.00
30.00
1000000
$0.00
$0.00
30.00
30.00

$189.607 00
$0.00
$189.607.00

$2.844 00
30.00
$2,844.00
50.060

$2.844.00
$2 844 00
$568.80

$226.63

* $3,639.43

If you intend to pay under protest, you must pay this total deficiency amount

R385 (RO7TN 3
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Statement

Date. September 10 2014
Name EUCLID OIL INC
Taxpayer D 26-3230202
Letter I CNXXXXG1B86544X5

Balance due

DR 383 (RDTI3
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Notice of Deficiency

for Form IL-1120-87, Small Business Corporation Replacement Tax Return

#BWNKMGY

#ONXX XX43 5X75 8X87#
EUCLID Ol INC

ATTN: SHITAL MEHTA
1950 PLUM GROVE RD

ROLLING MDWS 1L 80008-1946
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DEBARTMENT OF REVENUE
tax. Hlinois.gov

September 10, 2014

AT AN MR

Letter {D: CNXXXXA35X758X87

I

—————

Taxpayer 1D 26-3239202
Audit 1D AT516825920

Reporting period: December 2011
Total Deficiency: $1,788 30
Balance due: $1.788 30

If you do not agree, you may contest this notice by following the instructions listed below.

¢ if the amount of this tax deficiency, exclusive of penalty and interest is more than $15.000, or if no tax deficiency is assessed but

the total penaities and interest is more than $15.000, file & petibion with the lllines Independent Tax Tnbural withur 60 days of s

nobice Your petibon must be in accordance with the rules of practice and procedurs provided by the Tribunal (35 1ILCS 1010/1-1 ef sey

« In all other cases, file a protest with us. the lllinois Department of Revenue, within 60 days of this notice If you fde a protest on time we
must reconsider the proposed deficiency, and if requested. grant you or your authonized representative an admimstrative heanng. An

admunistrative heanng s a formal legal procesding conducted pursuant to rules adopted by the Departiment and 1s presuded over by an

admiristrative law judge. Submit your protest on Form EAR-14, Format for Filing a Protest for Incoms Tax, (available or our website at
tax.illinois.gov). If we do not recerve your protest within 60 days. this deficiency will become final. A protest of this notice does not

preserve your nghts under any other notice

» !n any case. you may Instead, under Sections 2a and 2a 1 of the State Officers and Employees Money Disposition Act (30 1L.CS 2306/2a
230723 1), pay the total deficency under protest using Form RR-374. Notice of Payment Under Profest javailable on our website at
tax.iﬂinois’gov) and file a complaint with the cireut court for a review of our determnation

i you ¢o not pratest fas noboe or pay the balance due i Wil we may ta

nciude levy of your wages and bank accounts. fib

Brian Hamer
Director

ILLINOIS DEPARTMENT OF REVENUE
AUDIT BUREAU

PO BOX 19012

SPRINGFIELD IL 62794-9012

(217) 558-4960

HOR.363 (R-O7/13)
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Statement

Date September 10, 2014
Name EUCLID OIL INC
Taxpayer 1D 26-3239202
Letter 1D CNXXXX435X7E58X87

Computation of deficiency

Unmodified base income or luss
Total unmodified base income or loss
Income or 10ss
Other additions
Total income or loss
Income allocable to Hinoss
Nonbusiness income or 10ss
Non-unitary partnership business income/ioss
Business income or loss
Apportionment formula
Total sales everywhere
Total Hlinois sales
Apportionment factor
Business income/ioss appartionable to 1L
Non-business income/loss allocable to 1L
Non-unitary part bus income/loss apprin to IL
Base income or net loss allocable to IL
Net income
Base income or net loss
fiinois net loss deduction (NLD}
Net income
Net replacement tax
Replacement tax
Recapture of nvestment credits
Replacement tax before investment credits
Replacement tax investment credits

Total net replacement tax due
Total tax deficiency
Plus iate-filing penaity
UPIA-5 late-payment penalty {Audit)

Plus interest on tax through September 10, 2014

Total deficiency

IDR-393 (R-07113)

Reporting Period: 31-Dec-2011

$94,279.00

$0.00
394.279.00

$0.00
$0.00
$94.279.00

$0 00
$0.00
1.000000
$0.00
$0.00
$0.00
$0.00

$94.279.00
$0 00
$94,279:00

$1.414.00
5000
$1.414.00
$0 00

$1.414.00
$1,414.00
$28.28
$282.80
$63.22

“$1,788.30

B-DGOANE



Statement

Date September 10 2014
Name EUCLID OIL INC
Taxpayer 1) 26-3238202

Letter 1D CNXXXX4R5XTEEXET

if you intend to pay under protest. you must pay this total deficiency amount.

Balance due

DR-383 (R-O7/13)
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Statement

Date. September 10 2014
Name EUCLID Ol INC
Taxpayer |0 26-3239202
Latter 1D CNXXXXAZBXTEBXETY

Reasons for deficiency

We adjusted your federal taxable mcome to include all receipts based an a review of your Hlinors Sales Tax returms
[35 1LCE 5/203¢hY 1y (o)1) (i1

Penalties

We are imposing a late-filing or nonfiling penalty because you did not file a processabdle return by the due date (including
any extended due date). This penatly is figured at the rate of 2 percent of the amount of tax required o be shown due on
your return. after subtracting any payments made or credits allowed by the due date of the return. This penalty is imposed
the day after the original due date of your return, including any extended due date. This penalty cannot exceed $250

[35 ILCS 735/3-3(a-10)] (for liabilities due on or after 1/12001)

We are imposing an additional late-payment penalty because you did not pay the amaunt shown due on the Form IL-870
Waiver of Restrictions, within 30 days after the “Date of Issuance” shown on the form. Once an audit has been inhated.
the additional late payment penalty is assessed al 15% of the late payment Failure to pay the amount dug or nvoke
protest nights within 30 days from the "Date of Issuance” on the Form 1L-870, results in this penalty increasing to 20%.
135 ILCS 735-/3-3(b-20)2)] (for liabilites due on or after 1/1/2005)

Interest

interest on tax in the arnount of $63.22 has been computed through September 10 2014

IDR3E3 I RO7113




