
1958,  Parcel 2 ' < +  :’ ‘:‘,;i,‘~~~,~:~~l:
It was then learned that the title "..<".<:Y'~.

insurance company had failed to discover a prior third deed of .:l:.(~l;z::!~i~
trust on Parcel 2$ and that as a result appellants actually , f,:., ,: i,,!, . .>: ,,
held a fourth deed of trust on that piece of property. ., .,:.: ,B,

‘;‘:_‘::.‘:_‘.
,_ . ..‘. j .:

Appellant took an $8,000 bad debt deduction for the
‘:C .:,

;..:,.;1.” ;;
taxable year ended November 30, 1957, on the theory that because!:.?;;.'.:
the property was so heavily encumbered the note was worthless.--.'::.:;:j':,"-."
after the trustee's sale of the first parcel.
allowed the deduction in that taxable year,

Respondent, diS+~,'~._'::;,:i~~, c'
but allowed it in '. ..:.I",.J.~i-:,':

lg.58 on the ground that the loss was not sustained until the ‘:‘.i?~ ..‘.
sa%e of 'the second parcel in 1958, In filing their amended :"."i:"-:~~.,"~:,
jo%nt returns for 1957 appellant and his wife complied with “‘$.:~.!tI ‘.Y.
thks adjustment, They now take exception to the disallowance, ~:':!‘::. :'.;i':
however, contending, that the above facts support the bad debt ,,‘I’.“::i:::i;.
deduction in 1957@ "..:.. ,! ,. ..,J. ” ; ‘., ,“” .,‘.

*
1

\/ /

,c

I

..’

Section 17207, subdivision (a)(l) of the Revenue and /"“lj:'i
Taxation Code provides for the deduction of any debt which ,‘.‘: ..;.
becomes worthless within the taxable year, As under similar ;., .-_.-.,'

0



.

Appeals of Morlyn L. and V@lma Me Brown

Rio Grande Western Railroad Co,, 32 TX, 43$ 56, aff*d, _. ’ f ‘,,t.‘. ‘:,_ A..).
279 F.2d 368*
Bd. of Equal:,

1 of Wilg'rfam S. and Betty V, Jack, Cal, St,.'~':~?:~
717, lgb2,) . . ..;-.~<cl: ”; 7 __ ,. I;‘...‘/+: ).::,. *.:. ’

In construing comparable federal statutes, the
courts have insisted that worthlessness must be established

*~~~'.~'.~~"
. li :~:;:<;G,

by some identifiable event in order to justify the deduction
of losses resulting from bad debts, (United States v. White

,.;!~;,'.;~~li;:

274 U,S, 398 [71 L, Emkins v.
p :l::):‘p..,.,I ,.,. I, ;

po, 706) A secured debt does n& become totally, :;".,I:;::
worthless u&i1 the collateral security itself becomes worth-
less, (See Loewi v. Ryan, 229 F.2d 627; A e w. Blackie, 2 B.T.A. "i?i
743.) Appellant has alleged but has failed to prove that the ;iii":':.,
mo"J?tgage which he held on the second parcel of land became
totally worthless in 195T8

‘p:;.“:i:’
The identifiable event which estab-\..  L:;:‘?

lished the total worthlessness of his note was the sale of that;)-:.:?‘.>
second parcel in 1958, and respondentrs action in disallowing Y::.~*-“$
the deduction for 1957 must# theaefore, be upheld, - .: I. ,:, ,“’% p-:’ . ‘.,.’.’.; ,:” 1’ ,:

O R- -
Pursuant to the

the board on file in this
therefor,

.I

‘<.. r) :
; !

D E R ;. .’ :I. .’---. . “C.,:> 1’ ;
views expressed in the opinion of 'I,,,. '..
proceeding, and good cause appearing . ‘.‘;,  .,:..;ti::

! %. . . ;.,.I-: ‘_i:,
IT IS REREBY ORDERED, ADJUDGED AND DECREED, pursuant '1.6

to section 18595 of the Revenue and Taxation Code, that the ‘,. , ,J’

action of the Franchise Tax Board onthe protest of Morlyn L.
. . . . ,;:. :, . .

and Velma K. Brown against a proposed assessment of additional
personal income tax in the amount of $1,023.73 for the taxable

~'~$1:.; .<, :.,
year ended November 30, 1957, be and the same is hereby sustained,i;'$j
and, pursuant to section 19060 of the Revenue and Taxation Code, _iy-.,i-.

that the action of the Franchise Tax Board denying the claim of '.<:,::,.::;
Morlyn L. and Velma K, Brown for refund of personal income tax : ;::..:'izj
in the amount of $50,09 for the short period taxable year begun. i’ ,..!.‘:“i -.
December 1, 1957#.and ended December 310 1957,. be and the same is,,?~.
hereby sustained, , I.,a ;. ; _ .’-i,

t .’
.‘I..,:

Done at %&acrpamen&o
day of, October, &964,,,* by.the

California, this 27th "'$_,:.!
ualization.

, ‘,. ,. .”..I .. ).”
.,, ‘;’ ‘:I,
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