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These appeal s are made pursuant to section
18646 of the Revenue and Taxation Code fromthe action of
t he Franchi se Tax Board in denyln? the petitions of
Siroos CGhazali for reassessnment of jeopardy assessnents
of Fersonal incone tax in the ampunts of $31,141.95,
including penalty, for 1980, and $30, 747 for 1981, and
for reassessnent” of supplenental jeopardy assessnents of

ersonal incone tax in the anounts of $33,633.60,

including penalty, for 1980, and $32,032 for 1981.
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The issues presented by these appeals are
whet her appel | ant received unreported incone fromthe
il1legal sales of heroin during the years 1980 and 1981,
and, if so, whether respondent properly reconstructed the
amount of that income.

Appel lant is a student who came to this country
from|ran. ring the period in question, he [ived with
his wife and sister in the Wst Hollywod area of the
County of Los Angeles. For the year” 1980, appellant was
sel f-enpl oyed as the sol e proprietor of an ice cream
parlor located in Wstwood. "

In md-July 1981, Deputy John W Sullivan of
the Los Angel es County Sheriff's Departnent, Narcotics
Bureau, was advised by a confidential informant that
someone known as "John® was selling heroin froma

condom ni um resi dence at 1230 North Horn Avenue, Number
400, West Hol lywood. Thereafter, wusing governnent’funds
and under the surveillance of four deputy sheriffs, the
confidential informant participated in a controlled
'purchase of a paper bindle of heroin froma'thin, dark- .
haired nale at the North Horn Avenue residence. '

~ Based upon this undercover investigation and
his opinion that the residence was being used for the
trafficking of controlled subst ances, Deputy Sullivan
obtained a court-issued warrant to search the premses
and per son of "John" Who was described, in part, as a
male Iranian. On July 22, 1981, Deputy Sullivan executed
the search warrant in the conpany of four other deputies.

- After identifying thensel ves and demanding entry, the
deputies heard loud voi ces and noises comng from insjde
the condom nium unit. Bel[eV|n? that evidence was being

destroyed, the deputy sheriffs forcibly entered the
residence and detained the five occupants, |nclud|nﬂ
appel lant, his wife, and his sister. A search of-the
prem ses uncovered 6 grams of heroin, 9 grans of opium
$150 of cash, hypodern c needles and_syrlnges, wei ghi ng
devi ces, and various drug paraphernalia. fter he
admtted that the narcotics were his, appellant was
arrested and apparentl¥ charged with possession of
controll ed substances tfor sale in violation of section
'11352 of the California Health and Safety Code, a felony.
Ap?ellant's wife was arrested for being under the
i nfluence of an opiate.

Six nonths later in January 1982, another | .

confidential informant advised Deputy Sullivan that
appel lant was selling heroin fromhis residence on North
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Horn Avenue. After enploying the confidential infornant
I n another undercover purchase of'heroin from appellant's
resi dence, Deguty Sullivan obtai ned a second search
warrant. On January 21, 1982, the Sheriff's Department
served the warrant by forcibly entering appellant's

resi dence after hearing noises indicating the possible
destruction of evidence. Upon entry; deputies detained
appel lant after he was seen running through the condo-
mniumwi th a wallet in his hand. “A search of the wallet
revealed 1.5 granms of heroin. A search of the prem ses
uncovered 1/4gramof heroin, a gram wei gh scale, drug
paraphernalia, and two keys to a bank safe deposit box.

Upon conducting a search of the safe deposit
box pursuant to a warrant, deputies found inside 8 grans
of heroin, a firearmwth 49 rounds of amunition, gold

coins, and a $10,000 time certificate ofdeposit and two
saV|n?s passhbooks in appellant's nane. Appellant was
arrested and charged with possession of heroin for sale.

In a consolidated crimnal case, appellant
| at er pleaded gUI|t¥_t0 possession of a controlled
substance in connection with the first arrest and guilty
to possession for sale of a controlled substance in
connection with the second arrest. Following his plea
apﬂellant was sentenced to serve one year in the county
jail.

On or about January 22, 1982, the Sheriff's
Department notified respondent of aPPeIIant's arrests and
decl ared that appellant had been selling a half ounce of
heroin at $200 per quarter gramfor the past two years.
Fromthis information, respondent estimated that in each
of those two years appellant had received $292,214 in
taxable inconme. In its calculations, respondent allowed

.a SO percent cost of goods sold deduction. Respondent
determned that collection of the resultant tax woul d be
j eopardi zed b deIaX and issued jeopardy assessnments for
the years 1980 and 1981.

_ On January 29, 1982, respondent revised its
estimate of appellant's taxable income to $291,200 for
each of the two years in question. Mbreover, after
exan1n|n% appel I'ant's 1980 tax return wherein he reported
that he had no taxable incone, respondent determned that
there was a tax deficiency due to appellant's negligence
or intentional disregard of the incone tax rules and
re?ulatlons. Accordingly, resgondent assessed appel | ant
with a penalty under section 18684 of the Revenue and
Taxation Code.
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_ Shortly thereafter, appellant petitioned the
Franchi se Tax Board for reassessnent of the revised
jeopardy assessnments. In July 1982, respondent denied
the petition and affirmed the assessments. Appellant
thereupon filed tinely appeals with this board. ©During
t he pendency of those appeals, respondent determ ned
that, under former Revenue and Taxation Code section
17297.5, which becane effective on Septenber 14, 1982,
apPeIIant was no longer entitled to the cost of goods
sold deduction. Accordingly, on August 12, 1983, respon-

" dent issued a supplemental set of jeopardy assessnments
phargln% appellant with an additional- $291,200 in taxable
income for each year already under appeal. The addi -
tional taxable incone represented the deductions which
respondent had previously allowed in its original assess-
ments. In addition, respondent inposed a five-percent
penalty for failure to file a timely return for 1980.

Fol l owing the denial of a reassessment petition, appel-
| ant appeal ed these supplenmental |eopardy assessments
Thus, except for the two penalties, the total tax
liability at issue in these appeals is based upon
agfellant's gross inconme fromheroin sales in 1980 and
1981 as reconstructed by respondent without regard to any
deductions for cost of goods sold.

_ The first question presented by these appeals

I s whet her appel |l ant received any income fromthe illegal
sal e of heroin in the years 1980 and 1981, It 1Is ane -
lant's contention that he did not engage in the selling
ofthe control | ed substance during this time period.

Appel  ant declares that his wife was a heroin user and
that the heroin which the sheriff's deputies found in his
ossession on the dates of his two arrests was obtained

or her personal use.

The record in these agﬁeals,.homever, does not
support appellant's position. e affidavits prepared by
-Deputy Sullivan in application for the search warrants
describe the supervised purchases of heroin froma resi-
dence which appel | ant has conceded that he purchased in
Cctober 1980. The first confidential informant related
that fromthis residence appellant had supplied himwth
heroin for sone period in the 18 nmonths prior to July
1981 when he contacted Deputy Sullivan. The second con-
fidential informant disclosed that, at first, appellant
had given him heroin for free but bﬁgan to charge him for
the narcotic after he becane addicted toit. This

i nforner added that he had been contacted by the famlies
of other persons who purchased heroin from appel |l ant and

whose lives were being destroyed by addiction to the
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control l ed substance. The ensuing searches of appellant's
condom ni um and the exam nation of his bank safe deposit
box uncovered several grans of heroin, weighing devices,
and sundrY narcotics paraphernalia. Thus, the arrest
reports, the search warrant affidavits, the results of

t he searches of apPeIIant's hone and bank box, and the
statements of the tipsters establish at least a prina
facie case that appellant received unreported income from
the sale of heroin during the appeal period.

Moreover, adm ssions made by appellant fail to
|'end support for his position that the heroin seized was
intended for his wife s ingestion. \Wen confronted with
the heroin and opium seized at the time of his first
arrest, apPeIIant stated to the sheriff's deputies that
the controlled substances were for his personal use, not
his wife's. Subsequently, at the trial setting of hi s

criminal cases, appellant pleaded guilty, not only to
ossession, but to possession of a controlled substance
or sale. Appellant's conviction for felonious posses-
sion for sale serves as additional prim facie evidence

t hat appel |l ant received taxable incone fromthe sal es of
heroin during the years in question. cSSee Appeal of John
C._and Elizabeth R Fulton, Cal. St. Bd. of "Equal.

ApriT 5, 1983; Appeal of EIi A and Virginia Allec,

Cal . St. Bd. of Equal., Jan. 7, I9/5.)

_ ~ Appellant makes the argunent that there is
insufficient proof to sustain a finding that he was
sel ling heroin since respondent relied upon hearsay
evi dence from undi scl osed sources contained in police
reports. This identical contention was addressed by this
board in the Appeal of Carl E. Adams, decided on March 1,
1983, where we noted that thrs board may _consider any
rel evant evidence, including hearsay evidence, provided
that *it is the sort of evidence on which responsible
persons are accustomed to rely in the conduct of serious
affairs." (Cal Admin. Code, tit. 18, reg. 5035, subd.
(c).) Wile the reports of the Sheriff's Department in
the i nstant appeals are hearsay,.such docunents are
credi bl e evidence (Appeal s of "Manuel Lopez Chai dez and
Mriam Chaidez, Cal—St, Bd. of EqUal., Jan. 3, 1983) and
a0mSSIDIE 1n a proceedlanbefore this board (appeadi a%
David Leon Rose, cal.-st. Bd. of Equal., Marcth™8, 1976).
Because appeltant has failed to refute respondent's prima
facie showng of his drug sales activities, we nust
conclude that appellant received unreported inconme from
.the iI1egal sale of heroin during the years 1980 and
1981.
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The next issue for our consideration is whether
respondent properly reconstructed the anount of said
taxable income. Under the California Personal I|ncome Tax
Law, a taxpayer is required to specifically state, the
itens of his grossincome duri nﬁ the taxabl e year. (]Rev.
& Tax. Code, § 18401.) As in the federal inconme tax |aw,
grossincome is defined to include *all income from what-
ever source derived," unless otherw se provided in the
law. (Rev. & Tax. Code, § 17071; Int. Rev. Code of 1954,
§ 61.) Gain fromthe illegal sale of narcotics consti-
tutes gross incone. (Farina v._ McMahon, 2 Am Fed. Tax
R.2d (515531)( 1)958); Daniel T. Galluzzo; { 81, 733 P-E Meno.
T.C. ;

_ It is well settled that both federal and state

Income tax regulations require each taxpayer to maintain

such accounting records as Will enable himto file an
accurate tax return. (Treas. Reé;. § 1.446-1(a)(4);

former Cal. Admn. Code, tit. 18, reg. 17561, subd.

(a)(4), repealer filed June 25, 1981 (Register 81, No.

26),) In the absence of reliable books or records, the

t axi ng agencY Is given great latitude to determne a tax-

payer's taxabl e i ncome by whatever nethod wll, inits ‘

opinion, clearly reflect” income. (Rev. & Tax. Code, -

§ 17561, subd. (b); Joseph F. Giddio, 54 T.C. 1530

(1970).) T™he choice as tofhe nmethod of reconstructing

Income |ies wth the taxing agencF, the only restriction

being that the method be reasonable under the circum

stances. (Carson v. United States, 560 F.2d 693 (5th

Gr. 1977), Herbert SchelTenbarqg, 31 T.C 1269 (1959).)

Moreover, “where a taxpayer has failed to maintain any

books orrecords of his transactions, respondent's nethod

need not conpute net income with mathematical exactness

in orderto be reasonable. (Harry Gordon, 63 T.C. 51

(1974);, Harold E. Harbin, 40 T.C. . (1963).) "Under
such circunstances, approximation in the calculation of
net income is justified." (Harris v. Conmissioner, 174

F.2d 70, 73 (4th cir. 1949).) Thus, SO Tong as sSone
reasonabl e basis has been used to reconstruct incone,
respondent's determnation will be presumed correct, and
t he taxpayer bears the burden to disprove such conputa-
tion even-though crude. (Breland v. -United States; 323
F.2d 492 (5th Gr. 1963).)"

In general, the existence of unreported income
may be denonstrated by any practical nethod of proof that
Is available in the circunstances of a particular case.
(Davis v. United States, 226 F.2d 331 (6th Cr. 1955);
Appeal” of Raren Tonka, Cal. St. Bd. of Equal., My 19,
T98T.) 1In the rnstant matter, respondent enployed the
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now fam |iar projection method to reconstruct appellant's
income fromthe illegal sale of heroin. The projection
met hod based upon statistical analysis and assunptions
gl eaned fromthe evidence is an acceptable net hod of
reconstruction. (Mtchell v. Conm ssioner, 416 F.2d 101
7th Cr. 1969); Fiorella v. (Conm ssSioner, 361 F.2d 326
fth Cir. 1966); Appeal of David Leon Rose, supra.)
However, in order t0o ensure that use of the projection
met hod does not lead to injustice by forcing the taxpayer
to pay tax.on incone that he did not receive, each
assunption involved in the reconstruction nust be based
on fact rather than on conjecture.-- (Lucia v. United
States, 474 F.2d 565 (5th Cir. 1973); Willits v.
Richardson, 497 F.2d 240 (5th Cr. 1974), 'Snapiro v.
Secretary of State, 499 r.2d4 527 (D.C. CGr’.71974), affd.
sub nom, _Conm ssioner v. Shapiro, 424 U S. 614 (47
L.Ed.2d 2787 (1976); Appeal 01 Burr MFarland Lyons, cCal.
St. Bd. of Equal., Dec. 15, 197/6.) In ofher words, there
must be credible evidence in the record which, if accepted
as true, would induce a reasonable belief that the anount
of tax assessed against the taxpayer is due and ow ng.
(Uni ted states v. Bonaguro, 294 F.supp. 750 (E.D.N.Y.
1968), affd. Sub no_‘qu, mted States V. Dono, 428 F.2d
204 (2d Gr. 1970): Appeal of Burr McFarland Lyons,
supra.) |f the reconsiruction rs round to be based on
assumptions | acking corroboration in the record, the
assessnent is deened arbitrary and unreasonable. (Shades
Ri dge Holding Co., Inc., ¢ 64,275 P-H Meno. T.C. (19647,
aftd. sub nom, Fiorella v. Conmi ssioner, supra.) In such
instance, the reviewinilauthdffty may redetermne the
t axpayer's inconme on the facts adduced fromthe record.
(Mtchell v, Conm ssioner, supra; F. 0. whitten, Jr.,
{780,245 P-H NMEmD. T.C. (1980); Appeal of David Leon
Rose, supra.)

_ | nasnuch as apﬁellant has not disclosed his
incone fromthe sale of heroin, respondent was forced to
rely upon the reports and information obtained fromthe
Los Angel es County Sheriff's Department to reconstruct
his taxable income fromsuch illegal sources. First,
respondent determned that appellant was engaged in the
busi ness of selling heroin. ecause we have al ready
found that appellant received incone from heroin
trafflcklng_durlng the years under review, it follows
fromthat discussion that appellant was engaged in that
i11egal business. W note that there is additional data
provided by the Sheriff's Departnment which corroborates
appel lant' s narcotics activity. SpeC|f|caII¥, when
applying to the Beverly HIls Minicipal Court for the
second search warrant, Deputy Sullivan nade nmention of
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confidential information proffered by *w.E. TIP," a
private crimnal wtness program inplicating appellant
and his wife in heroin dealing fromtheir condom nium
Thus, we find sufficient credible evidence in the record
to sustain' this first assunption.

As for the second assunption, respondent
concluded that appellant was engaged in the illegal sale
of heroin for the two-year period beginning January 1,
1980, and ending Decenber 31, 1981. This determ nation
was based upon information provided by the Sheriff's
Department shortly after appellant's -second arrest when
respondent issued the original jeopardy asessments.
Bearing in mnd that respondent reconstructed appeXlant's
income only after his second arrest for possession for
sale in January 1982, we find corroboration for the
supposi tion that appellant conducted heroin sales durin
‘the latter half ofthe year 1981. Discovery of the ban
records revealed that on August 6, 1981, just two weeks
after his first arrest, appéllant began renting the bank
safe deposit box in which the deputies discovered eight
?;ams-of heroin and a firearm In the approxinately

ive-nonth period between August and Decenber 1981, " bank
records al so show that afgel ant nmade 42 visits to the
depository; In January 1982, appellant made ten additional
visits to the bank before being arrested. In view of
what was seized fromthe safe deposit box, the frequency
of appellant's visits has a tendency in reason to show

t hat aPReIIant was selling heroin during this period and
Hsmgld e bank deposit box to sequester the heroin that

e sol d.

Nor do we find fault inrespondent's projection
of appellant's narcotics activity back another six nonths
to January 1981. The first confidential informant related
t hat appel lant had been his supplier "during a period of
tinme during the past 18 nonths" that he had been using”
and selling heroin hinself. (Resp. Br., Exh. Aal0.)

I nformation froman untested confidential informant wll
be considered reliable if the information that he sup-
plies proves to be accurate and ultinmately results in the
sei zure of narcotics and appellant's arrest and subse-
ggent convi ction. (éggeal of Clarence Lews Randle, Jr.
|. St. Bd. of equal., Dec. ; peal 0 ro .
Sandler, Cal. St. Bd. of Equal:, Cct. 10, 1984.) On the
pasts that the i nformation supplied by the first tipster
led to a successful seizure of heroin and appellant’s
conviction for possession of controlled substances, we
judge his conmmunication to becredible and supportive of
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the proposi tion that appellant was trafficking in heroin
during the first six nonths of 1981 as well.

However, there is an insignificant factual
basis in the record to uphold respondent's projection of
aﬁpellant's narcotics activity back another full year
through 1980. The first confidential inforner, for
exanple, did not say that apﬁellant had been selling him
heroin for the whole 18 nonths since January 1980, only
t hat appellant had been his suag[|er for a portion of
that time. The only evidence which corroborates heroin
sal es by appellant in 1980 is a |letter bearing the
st anped S|%gature of one Sergeant J. W Hawksley of the
Sheriff's partment. This Tetter was witten’ in June
1982, apparently for t he purpose of docunenting the 1980
jeopardy assessment. It describes what several confiden-
tial informants told the sergeant about "John's" heroin

dealing in 1980. However, the letter does not set forth
any specific narcotics transactions or the dates or
amount of any sales. Nor does it appear that the informers
identified appellant as ®“John" or that any of this infor-
mati on was ever used by law enforcenent authorities to

effect an undercover purchase, 'obtain a warrant, or
effect an arrest.

It is true that authority exists for reliance
upon data acquired frominformants to reconstruct a
taxpayer's income fromillegal activities, provided fhat
there do not exist "substantial doubts" as to the infor-
mant's reliability. (Cf. Nolan v. U.S., 49 Am Fed. Tax
R.2d 941 (1982); see also Eﬁqeal of Clarence Lewi s
Randl e, supra. In the Appeal o arence Lews Randle,
supra, we uBhekithe assumption that the taxpayer had

beenin the business of selling controlled substances for
t he Prlor 46 weeks _on the basis of a statenent of a

single informer. There was reason to believe, however
that the information was reliable since other intelli-

gence provided by the informer resulted in the seizure of
8 grans of narcotics and the subsequent conviction of
the taxpayer. Simlarly, in Appeal of Carl E._ Adans,
supra, we sustained respondent’s assunption that the

t axpayer had been selling cocaine fromhis restaurant in

the 13 ‘months prior to his arrest. In that case, the

duration of the taxpayer's illegal activities was
substantiated by a single tipster but other information
that he provided to a detective led to a seizure of
contraband and the taxpayer's arrest. |n addition,
dur!ng the prior ten nonths, two other confidential
reliable informants had disclosed to the sane detective
that they had purchased controlled substances fromthe
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taxpayer and one of them participated in a police-
" supervi sed buy.

_ In the instant appeals, none of the information
contained in the letter by Sergeant Hawksley was denon-
strated to have been reliable by any subsequent seizure
or arrest. The letter itself has none of the indicia of
trustworthiness of a police crime report, having been
witten by a non-arresting sheriff's officer approxi-
mately two years after the informers had given him the
information.” (See Appeal of Peter 0. and Sharon J.
Stohrer, Cal. St. Bd. of Equal., Dec. 15, 1976.) Finally,
We observe that appellant has submtted copies and trans-
lations of Iranian bank drafts which account for the
origin of the mpjority of the deposits made in 1980 into
hi s savings accounts.~ V& find then that there is reason-
~able and credible factual basis for projecting appellant's
heroin sales activity back only one year through 1981.

_ The third assunption in respondent's recon-
struction fornula was that appellant sold one-half ounce
of heroin per week in 56 one-fourth gram quantities ‘
costing $200 each. Our review o6f the evidence reveals ’
that there is sufficient credible evidence to support
this projection of the volume of appellant's sales of.
heroin during 1981. When sheriff's deputies opened his
bank safe deposit box, they found eight grans of heroin.
W have preV|ousl¥ stated that because of the risks
inherent in the illegal sales of narcotics, it is
"reasonable to assume that a dealer would only have on
hand the amount of drugs which could be easily and
%l‘:lil cklg di sposed of." ~(Appeal of O arence P. Gonder,

| . St. Bd. of Equal., My 15, 1974.) Looking at the
nunber of safe deposit access tickets that appellant
conpl eted between August and Decenber 1981, appellant
visited the depository on a twice-weekly basis. Based
upont he nunber of grams seized fromthe bank safe
deposit box and the number of visits each week to the
bank, it is reasonable to conclude that in a week's time
appel lant sold heroin in the amount of 16 grans, whi ch is
aﬁprOX|nately one-hal f of an ounce. The $200 figure for
the sale price of a quarter gram of heroin'conports with
narcotics data provided by |aw enforcement agencies in
previ ous appeals of this nature.

_ In its second set of assessnments, respondent
di sal | owed the 50-percent cost of goods sold deduction
for each of the years under review.., As we have di scussed .
on prior occasions, this deduction is now statutorily
prohi bited where a taxpayer's gross incone is derived
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fromillegal activities. (Fornmer Rev. & Tax. Code,

§ 17297.5, repealed by Stats. 1983, Ch. 488, and reenacted
as § 17282.) The sal’e of controlled substances, includ-
ing heroin, constitutes an illegal activity as defined by
Chapter 6 of Division 10 of the Health and Safety Code.
(Health & Saf. Code, § 11350 et seq.) \Wile the assess-
ment disallow ng the deduction for 1980 cannot be
sustained in |ight of our reversal of the original
assessnent, the assessment elimnating the deduction for
1981 will be upheld. In addition, resSpondent's imposi-
tion of a negligence penalty (Rev. & Tax. Code, § 18684)
and a penalty for failure to file ‘atinely return (Rev. &
Tax. Code, § 18681) for 1980 nust be reversed since these

penal ties were based upon the anount of tax IiabililtyOf

determ ned by the assessments for 1980. See Appea
A. 3. Bing, |. St. Bd. of Equal., Aug. 17, 1982.)

Finally, appellant has contended that respon-
dent's receipt of the funds from his bank accounts to
satisfy the subject jeopardy assessnents was i nproper.
Res?ondent's authority to issue, jeopardy assessments is
conferred by Revenue and Taxation Code section 18641 and -
its decision to issue the assessnents for the appeal

ears is not subject to review by this board. (Appeal of
aren_Tonka, supra, éggeal of John and Codell e Perez,
Tar. St. sd. of Equal., Feb. 16, 1971.) Furtnernore, the
contention that a-tax Iev¥ of respondent upon the bank
funds seized by police authorities was inproper has been
rejected by this board on prior instances. (See Appeals
of Manuel Lopez Chaidez and Mriam Chaidez, supra;, Appea
of _Bruce Janes | NS, . Ot . of Equal., My.4,
1983; see al so Horack v. Franchise Tax Board, 18 Cal.App.3d
363 [95 Cal.Rptr. 7171 (1971).)

_ In summary, we find that respondent's projec-
tion of appellant's incone fromthe illegal sales of
heroin for the year 1981 to be reasonabl e when scruti -
ni zed against the record in this appeal. Gven that
appel l ant has the burden of proving that the reconstruc-
tron of his income was erroneous, we nust conclude that
r espondent Properly reconstruct ed apPeIIant's i ncone for
that year, for appellant has chosen to denY all conplic-
ity in any narcotics sales and failed to offer anK_
evidence fo aid in a nore precise calculation of his
Incone.  Based on the foregomg[;,h respondent’'s assessnents

e

for 1980 will be reversed and assessments for 1981
wi || be sustained.
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ORDER

Pursuant'to the views expressed in the opinion

of the board on file in this proceeding, and good cause
appearing therefor,

| T IS HEREBY ORDERED, ADJUDGED AND DECREED,
pursuant to section 18595 of the Revenue and Taxation
Code, that the action of the Franchise Tax Board in
denying the petitions of Siroos Ghazali for reassessment
of Jeopardy assessnents of personal income tax in the
anounts of $31,141.95, i ncluding penalty, for 1980, and
$30, 747 for 1981, and for reassessment of supplement al
j eopardy assessments of personal income tax in the
amounts of $33,633.60, including penalty, for 1980, and
$32,032 for 1981, be and the sane is hereby reversed with
respect to the assessnents for 1980. In all other

respects, the action of the Franchise Tax Board is
sust ai ned.

Done at Sacranento, California, this 9th day
o April , 1985, by the State Board of Equalization,
with Board Members M. Dronenburg, M. Collis, M. Nevins
and M. Harvey present.

Ernest J. Dronenburg, Jr. » Chairnman
Conway H. Collis ,  Member
Richard Nevins ,  Menmber
WAl ter Harvey* , Member

, Member

*For Kenneth Cory, per Governnent Code section 7.9
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