Culver TFederal Savings and Loan Association

taxpayer atthe end of a given year determines and enters in its

books an  addition to its reserve for thatyear, itmayina

laterperiod c¢laimadeductionin th 1at amount for thatyear,

(Rio Lrande Riildine cand . losn, JAssnadaidon, 36 T, C. 657,) As

we understand the facts, appellant er t redinits books an

addition to a reserve for the income year X959,and deducted

it for federal income tax purposes., Thatbeing S0, we believe
appellant may properly deduct for franchise tax purposes that
amount or such lesser amount as respondent .may, in the proper

-

exercise of its discretion, determineto be xeasonable.

Respondent has stated that, inthe event appellant.
IS permitted to use the reserve method for the years in
question, it wishes to refer the matter to its auditors to
compute the  ailowabile deductions, Appellant has agreed to
accept any such computations, Our conclusion , therefore , is
that appellantmaydeduct for ezchof theyearsin question
an addition to its reserve for bad debts in such reasonable
amount as may be determined by respondent, but notexceeding
the amount entered onappellant’ urz_)oics,.uu fhai: yeai.,

Pursuant to the views expressedin the opinion of
the board on file' in this proceeding, and good cause  appear-
ing therefor,

IT IS HEREBY CORDERED, ADJUDGED AND DECREED, pursuant
to section 26077 of the Revenue and Taxation Code, that the -
action of the Franchise Tax Board on the claims of Culver
Federal Savings and Loan Association for refund of £Lranchise tax
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. Culver Federal Savings and Loan_Association

in the amounts of $2,978.00, $4,112.00 and $4,965. 00 for the
income years 1959, 1960 and 1961, wospect w»ly, be modifiied
as follows: “me‘lant shall be allowed to deduct fox each of
the years involved an addition to its reserve for bad debts in
such reasonsble amount as may be determined by the Franchise
Tax Board, but not in excess of the awmount enteved on appel-
lant's books as an additionm to its reserve fox bad debts for
that year, and the refunds due shall be re computed accordingly.
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Done at Pasadena , California, this 14th day
of February , 1966, by the State Board of Lqualization,
D, Ry (et
7 I (‘< ¢ Chair r/an
S ,
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