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N onprecedential 

THOMPSON, Administrative Law Judge: Pursuant to California Revenue and Taxation 

Code section 19045,1 Ilija Cvetich and J. Reilly (appellants) appeal from the proposed 

assessments of the Franchise Tax Board (FTB or respondent) of additional tax of $28,893.00 

and penalties totaling $13,101.85 for 2009, additional tax of$16,915.00 and a penalty of 

$3,383.00 for 2010, and additional tax of$11,538.00 for 2011. 

Appellants did not respond to correspondence asking them whether they wished to have 

an oral hearing or to a subsequent letter advising them that, as no response was received, the 

appeal would be scheduled for a decision based on the written record without an oral hearing. 

Therefore, the matter is being decided based on the written record. 

1 Unless otherwise indicated, all "Section" references are to sections of the California Revenue and Taxation Code. 
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ISSUES2 

1. Have appellants shown that respondent's proposed assessments for the 2009, 2010, and 

2011 tax years, which are based on Internal Revenue Service (IRS) adjustments, are 

incorrect? 

2. Have appellants shown that appellant-wife is not jointly and severally liable for the 

proposed assessments for the 2009, 2010, and 2011 tax years? 

FACTUAL FINDINGS 

1. For the 2009 tax year, appellants filed a late California tax return on March 23, 2011, 

claiming married filing joint status. After applying itemized deductions, withholding and 

reported estimated tax payments of $1,700, appellants reported $21,585 of tax due. 

2. Appellants' estimated payments for 2009 totaled $400. 

3. Respondent processed the 2009 return and adjusted appellants' reported estimated tax 

payments to the $400 amount received on appellants' 2009 account. Respondent 

imposed a late-filing penalty of$5,721.25 and an estimated tax penalty of $174.00. 

4. For the 2010 tax year, appellants filed a timely California tax return on October 15, 2011, 

claiming married filing joint status. After itemized deductions of$71,216, appellants 

reported taxable income of $44,177, and tax of $1,060. After application of exemption 

credits, withholding and estimated tax payments, appellants reported an overpayment of 

$7,207. Respondent processed the return and credited appellants' claimed overpayment 

of$7,207. 

5. For the 2011. tax year, appellants filed a timely California tax return on October 15, 2012, 

claiming married filing joint status. After itemized deductions of $70,493, appellants 

reported taxable income of$51,838, and tax of$1,232. After application of exemption 

credits and withholding, appellants reported an overpayment of $7,073. Respondent 

processed the return and credited appellants' claimed overpayment of$7,073. 

6. On October 2, 2014, appellants signed a U.S. Tax Court Decision in which they 

stipulated to deficiencies and penalties with respect to their federal income liabilities for 

2 Appellants do not raise any arguments regarding the imposition of penalties and interest. Accordingly, as we see 
no error in the computation of penalties or interest, or any grounds for abatement, we do not address these issues 
further. 
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their 2009,2010, and 2011 tax years. The Decision was entered by the U.S. Tax Court 

on October 28, 2014. 

7. Appellants did not notify respondent of the adjustments to their federal tax liabilities. 

8. On May 27, 2015, the IRS provided the respondent with information showing that it had 

made final adjustments to appellants' federal tax labilities for tax years at issue. That 

information revealed that: for 2009 and 2010, the IRS had disallowed appellants' 

Schedule C travel expenses, cost of goods sold deductions, and itemized deductions; for 

2011, the IRS had disallowed appellant's Schedule C cost of goods sold deductions and a 

net operating loss carryforward; for 2009, the IRS imposed a late-filing penalty; and for 

2009. 2010 and 2011, the IRS imposed accuracy-related penalties. 

9. Based on the federal adjustment information, respondent made corresponding 

adjustments to appellants' California tax liabilities. 

10. Respondent issued Notices of Proposed Assessment (NPA) dated May 9, 2016, for each 

year, reflecting the IRS adjustments. For the 2009 tax year, respondent proposed an 

additional tax assessment of $28,893, plus interest, a late-filing penalty of $7,323.25, and 

an accuracy-related penalty of$5,778.60. The NPA for the 2010 tax year proposed an 

additional tax assessment of$16,915, plus interest, and an accuracy-related penalty of 

$3,383. The NPA for the 2011 tax year proposed an additional tax assessment of 

$11,538, plus interest. 

11. Appellants protested the NP As by a letter dated July 8, 2016. Fallowing protest 

proceedings, respondent issued Notices of Action for each year dated October 21, 2016, 

affirming the NP As. 

12. Appellants then filed this timely appeal. 

DISCUSSION 

Issue 1 -Have appellants shown that respondent's proposed assessments for the 2009, 2010, and 
2011 tax years, which are based on IRS adjustments, are incorrect? 

Section 18622, subdivision (a), provides that a taxpayer shall either concede the 

accuracy of a federal determination or state wherein it is erroneous. It is well-settled that a 

deficiency assessment based on a federal audit report is presumptively correct, and the appellant 

bears the burden of proving that the determination is erroneous. (Appeal of Sheldon I and 

Helen E. Brockett, 86-SBE-109, June 18, 1986.) Unsupported assertions are not sufficient to 
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satisfy an appellant's burden of proof. (Appeal of James C. and Monablanche A. Walshe, 75-

SBE-073, Oct. 20, 1975.) 

Appellants argue that "[t]he proposed adjustments are inappropriate because the costs of 

goods sold/received by the business [apparently referring to appellant-husband's law practice] 

incorrectly impute taxable income." Appellants further argue that the amounts reflect 

"settlement monies" received by appellant-husband's law office and do not represent income of 

the law practice. However, appellants provide no evidence, other than a copy of respondent's 

proposed assessments. Thus, appellants have not shown error in respondent's proposed 

assessments or in the IRS adjustments upon which respondent's proposed assessments are 

based. 

Issue 2- Is appellant-wife jointly and severally liable for the proposed assessments for the 2009, 
2010, and 2011 tax years? 

R&TC section 19006, subdivision (b), provides that, when a joint return is filed by 

spouses, the liability for the tax on the aggregate income is joint and several. It is within the 

discretion of the FTB to assert any liability arising from a joint tax return against either spouse. 

(Appeal of Arthur A. and Dorothy L. Reynolds, 75-SBE-22, March 18, 1975.) Appellants argue 

that appellant-wife should not be held liable for the adjustments related to appellant-husband's 

law practice. However, the law generally provides that appellants are each jointly and severally 

liable for any tax liabilities, including penalties, that arise from the adjustments to their jointly 

filed tax returns. Sections 18533 and 19006 provide certain exceptions to joint liability, but 

appellants have not filed a claim for innocent spouse relief or demonstrated that any of these 

exceptions should apply to appellant-wife. For example, appellants have not provided evidence 

that they are not married, such that separate allocation relief might be available, or that it would 

be inequitable to hold appellant-wife jointly and severally liable for the proposed assessments. 

Therefore, appellants are both liable for any tax liability, including penalties, arising from the 

jointly filed tax returns. 

HOLDINGS 

1. Appellants have not shown that respondent's proposed assessments for their 2009, 2010, 

and 2011 tax years, which are based on IRS adjustments, are incorrect. 

2. Appellant-wife is jointly and severally liable for the proposed assessments for their 2009, 

2010, and 2011 tax years. 
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DISPOSITION 

Respondent's proposed assessments are sustained. 

Te esa A. Stanley 
Agministrative Law J udg 
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Administrative Law Judge 
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