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BEFORE THZ STATE BOLRD OF BQUALIZATION

OF THE STATE CF CALIFORNIA

JORDAY ASSOCIATEx, IVCQ, TAT AVW
AND EDMUND F ;
AND/OR TRANS

For Appellants: Harry Barnett .
Certified Public Accouantant
-

Respondent: Lawrence C. Lounts
Assoclate 'ax Counsel
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nade piirsuant to section 256
Code from the action cof the
of Jordan'Associates, Inc.,
QSE a pquOSGd assessrcent of
ount of $1,022.48 for the incon
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s wnether Jordan 2sscce
as '“pDeWTaﬁu J p:ooe:
518,590, 51 for thet yea:
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Robert Mcrris acquizr
for §20,500. HEe ov
until Ju'v 305 1958,
e t“u %u31aess lu corporatve
15 business in the coro
ved casao Because lorz
11 of the corporation's
lerstanding of the two parwvi
one-half owner of the cori
$12.950 ‘LOﬁ avpellant
30, ‘1962, 1In *962, e
Morri“ sold nis one-n
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Incé.. Tammaver

Aopeal of 2
and /G iranchree

Bdnuna F.

: it some time prior to June 30, 1960, gppellant
made a ioan of $20,000 to Bel Air, Inc., doing business as
Bermuda Restaurant. As securlty, appellant was assigned
all of Bel Air‘s stock. Appellant claired snd was allowed
a $20,000 bad debl dedu ctloq for the incone vear ended

June «O 190u, beceuse of this loan. As a result of the

v

dew“u Tt eppellant beceane absolute owner of Bel Air's stoclk.
Bel Air was suspended on January 2, 1959, for Tailure to pay
its corporate franchise taxes.

Inpellant®s books indicate a loan or loans to Morrls
in 1958 or 1959, and a credit toe reto during the income year
in question, leaving an un;aid ount or $‘O 2000/1 as of
June 30 1961, TIn June of 19860 an bnE%j was made on anpellantls

books charging iorris with a $17,000 advance, represen ted by a
note. As of June 30, 1961, the unpeid amount on this note was
$3,300. The bad debt ceduction at issue equals ihe total of
these two umpaid amounts of $10,290.51 and &3,3C0.

Respondexn wed the bhad
debt cdeducticn of enpellar.™
failed To establiisn Thatl : e fide deos >Tuelly becaus
weriniess curiagz T ; ' 1881, 5

Appelleant a
oblizations and cease e
ness pignt be sav Ny ris
z eying h Ve L s claimed
ances tot ¢ before it was
ing tThe the business wvas
Thaat no e into 1T,
Szebion 243k8 o Texation Code
provides, 1o parv:
There shall be allowed as a deduction
Gebls which become worthless within
the income yeal oees
So far as materizl here, secticn 24348 ccntains substantislly.
Tre szze lanzguage &s sectlon 166 of the Internal Revenue Code
of 1954, ’
taxpeyer Lnas the burden of showing, by objecvive
T the debt acitvally beceme worthiess during the
the deduction i ught (Rednan v. i
Merce normaynen d >
end g deduction |
rT2asonen.e sven
those siens wou
T.C. 973,)
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Aopeal of Jordan Agsociatves. Inc,. Taxmaver, and
g ers., Assumer and/or. Trensferee

Both the facts in this matter and asppellant?s exact
position are unclear. ippellant®s books indicate that the
loans in issue were made to Morris and that he repald a sub-
stantial part of the loans during the income year in ouestﬂoq,_
the year ended June 30, 1961. Without offering any further
proof aogeTlaﬁu has QILCﬁed on one hsnd that the loans were
1y mede to Bel Air, Inc., and on the other hand that the
s vere equ1Valonu to investments rather than loans.
less, however, of whether the loans were nade to Morris
r to Bel iir, Inc., or vwhether the amounus were investments
oans, there is 1o evidence That they becane
»inz the income year in que8uloaq
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% Board

Lccordingly, we hold that the Franchise Ta
did not err in disallowing the bad debt deduction for the
income year ended June 30, 19¢l,
0O RDER

Pursuaat to the v1bnsexnressea1n the opinion of .

t;e?> »& on file in this proceeding, and good cause aDpeafLﬂo
therefcr IR
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HOEREZD, ADJUDGED AND DECREED, pursuent
to section 2 667 of the Revenue and Taxation Code, that the.
action of t“v Franchnise Tax Board on the protest of Jordan
Associates, Inc,, and Edmund F., Schnleders against a proposed
assessment of additional frenchise tax in the amount of
$1,022.45 Tor the income year ended June 30, 190*, be and ©

same 1s hereby sustained,

Done at Sacramento 1forni ' 2lith day
' oy St Boer : ization.

Il baadn
ATTEST .

, Secrelar;:
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