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BEFORE THE STATE BOARD OF EQUALI ZATI ON

OF THE STATE OF CALI FORNIA

In the Matter of the Appeal of ;
DE ¢aMP HUDSON CO., LTD. )

Appear ances:
For Appellant: Fall and Fall, Attorneys

For Respondent: Chas. J. McColgan, Franchise Tax Commissione
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This is an aﬁpeal pursuant to Section 25 of the-Bank and
Corpsration Franchise Tax Act (Chap. 13, Stats. 1929, as anended)
fromthe action of the Franchise Tax Commi ssioner, in overruling
the protest of De Canp-Hudson Co., Ltd., a corporation, to a
proposed assessnent of an additional tax in the anount of

$75.09 for the year 1932, based upon its return for the year
ended Decenber 31, 1931.

Inits return for the year ended December 31, 1931, Appel -
| ant deducted as a bad debt” the sum of $4,005.00 allegedly due
froma M. Dorsey. The Conmi ssioner disallowed the deduction
and accordingly proposed the additional assessment in question

It appears that the debt arose out of an agreenent under
whi ch Appellant contracted to construct for Dorsey a four story
apartnent_bulldln% on |and |eased by Dorsey froma M. Dee
Construction on the bU|Id|n? started in 1928 and was conpleted
in May 1929. Appellant states that under the agreenent Dorsey
failed to make final payment to-it and was short approximtely
$4300.00, and to protect itself, Appellant filed a mechanic's
lien on the building.

Dorsey operated the property until sonetime in Septenber
or Qctober” 1929, when becom ng unable to neet expenses and
Paynentsdue on the property he surrendered the Propert to Dee,

he [ essor of the land who agreed to ﬁay the bal ance due to
Appel I ant . APpeIIant acqui esced in this arrangement but clains
it did not release either the property or Dee Tromits claim

Under this arrangenent Dee operated the property until sone

me in July 1930, when he becane unable to carrx on.” The

ers of a first nortgage on the preperty at that tine threa-
d to foreclose and paid Appellant $300.00 for the release
ts lien, thus saV|nP the cost and trouble of foreclosing.
Dee, apparently, was released at this time from any obligation
to Appellant. ~ Appellant clains, however, that it did not
rel ease Dorsey but on the contrary attenpted to |ocate Dorsey,

who had disappeared, and conmenced a search for attachable
asset s.
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The attenpt to locate Dorsey, and the search for assets
was continued until sonetine in April or May 1931 when Dorsey
was |located and it was definitely ascertained, so Appellant State
that Dorsey was insolvent and that the debt due from him was
%orhhless. Thereupon, the Appellant charged the debt off on its
00ks.

Under these circunstances, Appellant claims it was entitled
to deduct from gross income for the year 1931, the sum of
$4,005.00 al | egedly duefrom Dorsey as a bad debt, ascertained
to be worthless and charged off during that year.

There is no-evidence before us, however, from which we
could conclude that Appellant really did have a valid unenforce-
abl e clai magainst Dorsey in the amount of $4,005,00 during the
year 1931 or at any other time. Furthernmore, 1t does not appear
that Dorsey had attachable assets sufficient in amunt to pay
the claimor that he had ang intention of making paynent, either
at the time Dee took over the property in 1929 or at the tine
Appel lant released its lien to Dee in 1930. On the contrary it
aﬁpears t hat Dorsey d|saggeared sonetine after he surrendered
the property to Dee in 1929 and prior to the close of the year
1930, and that during the year 1930, Appellant nade an effort
to locate attachable assets but was unable to do so.

It may be, of course, that the facts were such as to
ermt pel lant reasonably to believe up until the tine it
ocated Dorsey in 1931 that it mght obtain payment from him

Appel I ant, however, has not shown this to be the case.

_ In view of these circunstances, and in view of the further
circunstance that pel I ant sustained |osses during the year
1930 in anounts sufficient to reduce its tax liability base
on the return for that year to the mninumwthout taking a
deduction for the amount alleged to have been due from Dorsey in
its return for that year, we are of the opinion that we would
not be justified in reversing the Conmm ssioner.

ORDER

~Pursuant to the views expressed in the opinion of the Board
on file in this proceeding, and good cause appearing therefor

| T 1S HEREBY ORDERED, ADJUDGED AND DECREED, that the action
of Charles J. McColgan, Franchise Tax Conmi ssioner, in overruling
the protest of De Canp-Hudson Co., Ltd., a corporation, against
a groposed assessment of an additional tax in the anmount of
$75.09 for the year 1932, based upon the return of said corpo-
ration for the year ended Decenber 31, 1931, pursuant to Chapter

%3, ﬁgatutes of 1929, as amended, be and the sane 'is hereby sus-
ai ned.

Done at Sacramento, California, this 17th day of My, 1934,
by the State Board of Equalization. . _
R, E. Collins, Chairnman
Fred E. Stewart, Menber
Jno. C. Corbett, Menber
_ H G Cattell, Menber
ATTEST: Dixwel | L, Pierce,q%ecretary



