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OPINZOXN
This zppeal is mede gwrsuant to section 25657 of
tk Revenue and Taxation Code from the action of The Frznchis
Tax Board on the protest of Jordan Assoclates, Inc., end
Edmund T, Scunieders agaiﬂst a pquOSGd assessment of sdditio
franchise tax in the amount of 81, 022,48 FTor the incone veer
June 30, 196..

: The cuestion presented is whether Jordan Asscciaves
Inc, (rereafier alone referred to as ““pDeWTaﬁu ) DTODErLY
cleimed a bad deb:t ceduction of $18,590.51 for that year,

Prior to 1958, Mr., Robert Mcrris acquired
interior decorzting business Tor $20,500. Ee opera
business as sole propriscor until July 30; 19583, wh K
was incorporzic’ To continue the business lu corporate Iform;
¥Yorris invested the assets of his business in the corporevion
end a Mr. J. Robert Jordan invested casao Because Morris wa
having financizl difficulties, all of the corporationts stoc
was issued to Jordan but the understanding of the two parties
vas that Morris was actuslly a one-half owner of the corporat
Vorris received a total salary of $12.950 ;IOE appellant for
three Income years nrecaling June JO ‘1962, In 1962, because
“isagrecments between the parties, Morris sold his ofie-helf
interest to Jordan Tor $30,000. -
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Anbeal

Edmund F.

made a
Bermuda Restaurant,
all of Bel pAirts stock.

As securlty

At some time prior 1o June 30,
ioan of q/O 000 to Bel Air, Inc., doing business as

1960, eppellant

anoe11ant was assigned

ooelLant claimed =nd was allowed

a $20,000 bpad debt dedu ctloq for the income vear ended

June 30, 1950, because of this loan. As a result of the
dew“u T anoe’laﬁt becene -abso lute owner of Bel Airts stoclk.
Bel Air was suspended on Jamuary 2, 1959, for failure to pay
its corporate Iranchise uaxes°

inpellant®s books indicate a loan oz 1oans to Morris
in 1958 or 1959, and a credit thereto during the inconre year
in question, leaving an unpaid aLount ot $‘O 2000/1 as of
June 30, 1961, TIn Juns of ¢9UO an entry was made on appellantls
books charging Morris with a $17,000 advance, rcoweseﬁued by a
note. As of June 30, 1961, *ho unpaid ﬂwount on this note was
$3,300. The bad debt deduclion at issue equels ihe total of
these two umpaid emounts of $10,290.51 and 987300°
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Aopeal of Jordan Agsociatves. Inc,. Taxmaver, and
g ers., Assumer and/or. Trensferee

Both the facts in this matter and sppellant?s exact
position are unclear. ippellant®s books indicate that the
loans in issue were made to Morris and that he repald a sub-
stantial part of the loans during the income year in ouestﬂoq,_
the year ended June 30, 1961. Without offering any further
proof aogeTlaﬁu has QILCﬁed on one hsnd that the loans were
1y mede to Bel Air, Inc., and on the other hand that the
s vere equ1Valonu to investments rather than loans.
less, however, of whether the loans were nade to Morris
r to Bel iir, Inc., or whether the amounus were invesitments
oans, there is 10 evidence That they becane
»inz the income year in que8uloaq
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ALccordingly, we hold that the Franchise Ta
did not err in disallowing the bad debt deduction for the
income year ended June 30, 19¢l,
0O RDER

Pursuaat to the VlnﬂSGXDTGSS@llﬂ the opinion of .

t;eb azd on file in this proceeding, and good cause cheafLﬂo
therefcr e
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poeal of Jorden Associates. Ine, . Taxpever., end
Bdmund F. Schpnieders. fssumer and/or Transferee
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REBY OFOERED, ADJUDGED AND DECREED, oursueant
the Revenue

and Taxation Code, that the.
Tax Board on the protest of Jordan
and Edmund F, Schnieders against a proposad

"Q
Lo
tional f?gﬂchise tax in the amount of

lQCOﬂb vear ended June 30, 1961 ’ be and tTh
tained.

olth day
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