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_ It was then learned that the title
I nsurance conpany had failed to discover a prior third deed of
trust on Parcel 2, and that as a result appellants actually
held a fourth deed of trust on that piece of property.
Appel I ant took an $8,000 bad debt deduction for the ==
taxabl e year ended November 30, 1957, on the theory that because
the propérty was so heavily encunbered the note was worthless-
after the trustee's sale of ‘the first parcel. Respondent; *“digs«
al | owed the deduction in that taxable year, but allowed it in -
| g.58 on the ground that the |loss was not sustained until the,
sa¥e of 'the second parcel in 1958, In filing their anended o
joint returns for ]%87 appel lant and his wife conplied with -
this adj ustnent, eY now take exception to the disallowance, -
however, contending, fhat
deduction in 1957,

Section 17207, subdivision (a)(l) of the Revenue and S

Taxation Code provides for the deduction of any debt which
becomes worthless within the taxable year, AS under simlar

the above tacts support the bad debt . B



Appeal s of Morlyn L, and Velma K. Brown

Rio G ande Western Railroad Co,, 32 T.¢, 43, 56, aff'd,
279 F.2d 30b8; Appeal of William S, and Betty v, Jack, Cal, st,
Bd. of Equal:, "May 17, 1962.)

| n_ construing conpar abl e federal statutes, the
courts have I nsi sted that worthl essness must be establi shed
P/ some identifiable event in order tod ustify the deduction
of losses resulting from bad debts, hited States v. Wite
Dental Mfg., Co., 274 U.S. 398 [71 L. Ed, 11207 Watkins V.
Glenn, BB ¥. Supp. 70. ) A secured debt does not becore totally,
WOrt Nl ess until the col ateral securlty Itself becomes worth-
less, (See Loew v, %an, F.2d 627; A W, Blackie, 2 B.T.A .
7T47.) Appel | ant has & ed but has fail®ed fo prove that the -
mortgage Whi ch he held on the second parcel of |and becane L
total [y worthi ess in 1957, The identifiable event which estab-
1ished the total worthlessness of his note was the sale ofthat
second parcel in 1958, and respondent's action in dlsaIIOWIrlg
the deduction for 1957 must, therefore, be upheld,

ORDER,

Pursuant to the wewseo’oressed in the opinion of SE
hhe bfoard on file in this proceeding, and good cause appearing -
erefor :

| T IS uerery ORDERED, ADJUDGED AND DECREED, pursuant
to section 18595 of the Revenue and Taxation Code that t he
action of the Franchise Tax Board onthe protest of Mr|yn L.
and Vel ma K. Brown against a proposed assessnent of additional
personal inconme tax 1n the amount of $1,023,73 for the taxable
year ended Novenber 30, 1957, be and the same is her eby sustained,
and, Pursuant to section 1906'0 of the Revenue and Taxat1on Oode
that the action of the Franchise Tax Board denying the claim of
I\/brI%n L. and Velma K, Brown for refund of personal incone tax
in the anmount of $50.,09 for the short period taxable year begun. ..t
Decenmber 1, 1957, and ended Decenber 31, 1957, be and the same 1s
her eby sust ai ned, S

Done at  Sacramento , Califor n| a, this 27th
day of, Oct ober, 1964, by the Sgate Board of Egual |zat| on. ‘i;;
_/\ @ @ Bﬁ ,7 , Chai rman I.V;;._“__f
T . 'J‘,A ‘\ ,7 “t':
o L '1 / ) Memberitfge
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Attest: ., Seeretary Ll



