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BEFORE THE STATE BOARD OF EQUALIZATION

OF THE STATE OF CALIFORNIA

In the Matter of the Appeal of )
)

MILTON K. AND IRENE T. HARWOOD )

ORDER DENYING PETITION FOR REHEARING
AND MODIFYING OPINION AND ORDER

Upon consideration of the petition filed July
30, 1980, by the Franchise Tax Board for rehearing of
the appeal of Milton K. and Irene T. Harwood, we are of
the opinion that none of the grounds set forth in the
petition constitute cause for the granting thereof and,
accordingly, it is hereby ordered that the petition be
and the same is hereby denied. i

Good cause appearing therefor, it is also

hereby ordered that our opinion and order of June 30,
1980, be and the same is hereby modified as follows:
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The first two paragraphs on the second page of
the opinion are deleted and replaced with:

This appeal presents two questions aris-
ing out of appellants' sale of all the stock
in their wholly-owned corporation. The issues
are: (1) whether certain cancelled accounts
receivable constituted constructive dividends;
and (2) whether the basis of appellants' stock
was properly computed.

Initially, there were two additional
issues involving another constructive dividend
and the proper depreciable life of a building
owned by appellants. Appellants now concede
the propriety of respondent's determination
with respect to these issues. Since the sole
issue for 1972, involving the proper deprecia-
ble life of appellants building, has been
conceded, respondent's action for that year
must be sustained.

The first full paragraph on page three of the
opinion beginning with: "On July 12, 1972, . . ." is
deleted.

The last paragraph commencing on page five and
ending on page six of the opinion beginning with: "The
next issue . . ." is deleted.

The order of June 30, 1980, is modified to
read as follows: .
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ORDER

Pursuant to the views expressed in
the opinion of the board on file in this pro-
ceeding, and good cause appearing therefor,

IT IS HEREBY ORDERED, ADJUDGED AND
DECREED, pursuant to section 18595 of the
Revenue and Taxation Code, that the action
of the Franchise Tax Board on the protest
of Milton K. and Irene T. Harwood against
proposed assessments of additional personal
income tax in the amounts of $6,890.10 and
$77.30 for the years 1971 and 1972, respec-
tively, be and the same is hereby sustained.

Done at Sacramento, California, this 2nd day
of February, 1981, by the State Board of Equalization,
with Members Bennett, Nevins, Reilly and Droenburg present.

( . Ernest J. Dronenburg, Jr,. , ChairmanA
William M. Bennett , Member
Richard Nevins , Member
George R. Reilly , Member

, Member
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