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To the Matter of the Appeal of

GEORGE M. AMD ELIZADETIH R, CUTHLERTSON

S? N o

Fou Appeliants: George M. Cuthbertson, in pro. per.
For Respondent: Durl D. Lack, Chief Counsel

Crawford H. Thomas, Associate
Tax Counsel '

OPINTON

‘ . | This appeal is made pursuant to section 18594 of
the Revenue and Taxzation Code from the action of the Franchise

L o Lt O3
Cuthbertson.against proposed assessments of additional personal
~income tax in the amoumts of $148.76 and $119,93 for the vears
1959 and 1960, respectively, and, pursuant to section 190592 of
the Revenue and Tazation Code, from the action of the Franchise
Tax Board in denying the claims of George M. and Elizabeth R,
“Cuthbertson for refund of personal inceoma tax in the amounts

- - ~d 8102 7O Feem i1 - F el
9& $6g‘él 3“d_f¥’3°/{ fo Lhe yeags_1959 and 1960, respectively.

Tax Board on the protests of George M. and Riizabeth R.

o . Ceorge M. Cuthbertson (hereafter referred to as
"appellant') is an attorney practicing law in this state. He
uses the cash basis method of accounting. In the tiwmely
California personal income tax returns which he and his wife
fLiled for the years in question, appellent reporied net pro-
fessional incomz in the awounts of $8,748.88 and $16,947.26
Cfor 1959 and 1960, wespectively. A substzntial portion of
that jncome in both years was received from a bankiupt corpor-

ation which appellant had represented,
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' Tn 1962 Pha trustees in bankvupicy of that COLpPOL-
. ation filed an actlon against appollant in which thew seusie
. iy 3 T e -3 BT R P : : ) s,
to recover judgwent fow the wajor poriion of tha fees pald o
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‘trusiecs,

in the year of receipt, even

 the annuaT accounting concert.

restrictions placed on his
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him during 1959 and 1960, on the
excessive., On January 18,
referee in bankruptey authorizing
upon paywent by appellont of

56,869,/ He also paid
of attorneys {or ropwcsentlng hiwm in the

Respondent made cextain upuward
appellant's tazable income for 1959 nd-
which are not waterial heve, and issued
additional assessment,
grounde for those adjustments but argues

ground that those fees were
1965, an ordex was entered by

the cowpromise of the suit
the sum of $13,738.82 to the
Jnsurance carricd by dpnﬂllant
of this judgment and in Jau&ary 1865 appe
" remaining half,

br "Lson

the

covered cuc-half
1lant paid the
$630.05 to a lem
suit,

adjustments in
.960 on grounds

notices of pPIo ().>(‘d
Appellant does not now
IL

cont,ut the
that his weported

incowe for 1959 and 1950 should be reduced to the extent that

he eventually had to repay the fees that
years., ' ' A
It is well settled that
payments under a claim of right,
their disposition, such payments

vithout

though the

he received in those

if a taxpayer receives

Yestriction as to
are includible in income
taxpayer

retain the mouzy may be disputed and even though in a later:
year he may be adjudged liszble to repay all or a portion of

such payments. h .
286 Uc\E;o 417 [/6 ]lv E‘jv 11-9]_]’
345U, 8.

Healy wv.
278 [97 L, Ed. 1007].) This
590 [95 L. Ed. 560], reh. denied,3%1 U.S.
The taxo"" v who finds hiwself obligated
portton of such’ weceipts in a

OilL LouuolxdaLnJ v. Dumet,
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In the ins

corporation which he
those years. He makes no contention that

that at all times after

his own. The facit that an aciion was

(Noxth Awmevican 0il Congolidated v.
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subsequent period is entit
- to a deduction in the year of repayment.

use of those funds
recciplt appellant

Burnet,
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rule has its baSL in
(United States v, va£§,'340 U. S,
13561.)
to weturn all or a
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:ant case it seems clear that the legal
fees received by ﬂp)e11anu in 1959 and 1960 from the

bankrupt

pvﬂﬂﬂﬂucd CON°Litutcd income to him in

there were any

s, and it appears
treated the monay
subsequently insti-
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tuted agalust him and that he was eventually required to :
return a substantial poriion of those fees docs not alter the

> L
conclusion that at the timz thoy weve received the fcus Qid
3l )

constitute incoma T“QO"”ﬁd under a claim
taxable to him upon vecelpt,
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It is our Opzn&Oﬂ, therefore, that respondent has
prorerly deniced appellant's wicght to any vefund or offset
for the years in question, and we Wmust sustain respondent's
affirmation of tha proposet additional assessments, '

AN AL

ORDER
Pursuant to the views expressed in the opinion of

the board on file in this proceeding, and good causc appearing
therefor,

JIT XS HERERY OF ”V’Fn, LDJUBGED A¥D DNECREED, pursuant
to section 18595 of the Revenue and Taxation Code, that the
action of the lranchioo Tax Board on the protests of George M.

and” Elizabeth R. Cuthbertson ageinst proposed assessments of
additional personal incowe tax in the amounts of $148.76 and

§119.93 fox the years 1959 and 1960, res spectively, be and the
sawmz 1s hewvehy ns: ined,

IT TS FURTHER ORDERED, ADJUDGED AND DECRELD , pursuant

to section 19G60 of the Revenue and Taxation Code, Lhdb the
o .t r~
UN

action of the Franchise Tax Roard in denying the claims of
George M. and Liizabeth R. Cuthbertson forr refund of personal
Jincomz tax in the amounts of §65.41 and $193.70 for the years
3959 and 1960, respectl VGLY, be and the sans jig heceby
sugtained, ‘ : SR :

~ Doue -at Sacramento ,4Ca7¢~orn' ,, this 8th o
of March -, 1906; by the State Board pf Equalization.
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