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December 18, 201 2 

Scott L. Stringer and Irene Str ing

609814 6 0020 

RESPONDENT FRANCHISE TAX BOARD'S EXHIBITS 

December 18, 2012 

BEFORE THE STATE BOARD OF EQUALIZATION 

OF THE STATE OF CALIFORNIA 

I n the Matter of the Consolidated Appeals of: 

SCOTT L. & IRENE STRINGER 

Appeal Case 10 No. 609814 

Appeal Case 10 No. 610020 

Deficiencies 

Amount 

2005 $306,390.00 

2005 $5,253.00 

er 


http:5,253.00
http:306,390.00


Exchnngc Agrccnlcnt 

This instnlment l11cmorializcs the exchange agreement within the meaning of Trcas. Reg. 
§1.103J(k)-1(g)(4)(iii)(B) by and between Exchangor (defined herein), and QI (defined 
herein) regarding the property interests described in this instrument (the IIAgrceJllent"). 

Definitions for this Instnmlcnt: 


"Effective Date" is the effective date of this Agreement, which is February 22, 2005. 


"Exchangor" is SCOTT L. STRINGER AND IRENE STRfNGER, I IUSBAND AND \VIFE. 


Address of Exchangor is 

"Relinquished P n""'f"\""rty 

INTEREST OF 
085-002-053,085-002-054.085-002-055,085-002-056. 

described as 25% UNDIVIDED 
APNS: 085-002-006, 085-048-053, 

"QI'I is 1031 Connection, Inc., the Exchangor's qualified intcnnediary, within the ~ 
Treas. . § 1.1031 (k)-l (g)(4), for the Exchan . Address of I is _ 

telephone 

"Replacement Property" (,IRpl!) is the property the Exchangor seeks to acquire in exchange 
for the Relinquished Property. Exchangor intends to identify the Replacement Property 
timely and properly pursuant to tRe §1031(a)(3), Treas. Reg, §1.I031(k)-I(c), tmd other 
applicable law. "Replaccnlent Propertyl! may be one or Inorc properties, may consist of 
property not yet produced as of the date Exchangor transfers Relinquished Property to QI! or 
may be an undivided fractional interest of one or more properties. 

t'RQ Contract" is the contract under which Exchangor is required to sell the Relinquished 
Property to a third-party buyer. 

"RP Contract" is the contract under which Exchangor has a right to purchase the Replacement 
Property from a third-party seller. The RP Contract mayor may not be in existence as of the 
Effective Date. The RP Contract may be one or more contracts for one or marc specific 
replacement properties pursuant to the exchange contemplated by this Agreell1Cnt. 

"RQ Closing Date" is the date at which the Relinquished Property is transferred to a third
party buyer under the RQ Contract. 

"RP Closing Datc" is the dale at which the Replacement Property is transferred frorn a third
party seller under the RP Contract. In case of more thnn one RP Contract, the RP Closing 

Exchangor initials ______ 

N:\370a data files\1 031 \1 031 chents\s\SO-SY\stringer. scott and Irene 2005\rorward exchange" RQ\a1l RQ docs In 1 fife 
022205.doc 
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AGREEMENT FOR CO,NSULTING SERVJCES 

~,.> \t_"') ~f'«-""«Nlr- w{ ~~'~5ev- . 
This Agr'!erotnt for ConsUtting SeCvices ~·'thjs Agrecrncnf1

) is made and t!ntered 
into os of September 9. 2003 between MONTEREY DEVELOPM~NT GROUP, .LLC. a 
CalifQttU'a limited liability company (IICUcnt") an~ SCOTT S;TRlNGER C"Consuitant''') for t1-te 
purpose., and upon the 'tetm3 and conditions b~rc;i~fter set forth. 

I • 

R'&CJTALS 

A. Client .tw .negotiated and entered into a written contract (the 
"'Contract') with VlRTUOSO DEVElOPlvfENT!C01v1PA.'t\JY, LtC., a California limited 
liability company ("'VlrtuoSOn

). The Contract CO$pri3tS tbe three foUdwing written agreements: 
(i) the: agreement entitled Pzu'chase and Sale Agrttment and Jainr Escro'\(' instructions dated as 
ofJune ~~ 2003~ (ii) the fIrst amendment thereto eqtitled First Amendl1U!nllo Purchase tllii! Sale 
Ilgrfement and Joint Escrow lnJ'r:ructiol1s dated as'of June·j~ 2003 and Oil} the second 

I < 

amendment thereto entitled SISCfJna Amendmlll1f IOIPurcnase and.sale AoOTC1tUtten, undJOiN 
&C,7f)W InSlrwCtwiU dt1tc:d~ ofJun~ 3! 2003. The Contract.~th emit1~ WId Q:bli~ates Client to 
:purchase ll,RptOximately 6.14 aaes Qfhmd (tlle .:pj·ope • .ty") located in the City oCSall Ramon 
(the uCity'~. County ofContra Costo, St3tt of Califomia. Client antiCipates that. Client win 
acquire the Property pursuant to th¢ Contnl<.-t and then \\ill.hold tin Propert),for investment and 
in du~ course Client or a successor in interest to Client win sell the Property to a third party.. . 

, 
B. 'Consultnnt is familiar with t;)1e Property and is also 

familiw with Jono use IUld lana entitlement reyulaqoru aud prccedurts in the Cit.!'. 
I 

. I 

C. .Client wishes to engage .Cori~ultant. pursuaot to the 
provisions of this Asrcement, 'to con~ult with C1i~t and advlse Client concerning Wij)" and 
,nea;o$ to realize CHea.fs Sows with respect to the fropcrty. 

D. ConsultMt i, willingl pursu~nt to rhe provisions of 
this AlJreelnent. to accept the ellgagel'Oent wbioh Client has pro,posed. as said engagement t~ 
de$eribed in thjs Agreement . 

I 

NOW, THEREFORE: in consid~Jatiou oft~e Recitals and the mutual covenan~ herein, 
tbe sufficieney of which Client and ConSUlt1lnl eQ.Ch acknowledge, Client uno Consultant heteby 
agre~ as fo Hows. : 

WWt f l 
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1, Term orthis A:recment. The tCTJII of this Agrc;cment) 
and the responsiblUtH!sJ rigbt.~ and ,obligations of the parties hereunder. sbull conllllenc~ ~ ofthe 
date of this A~rccmemt and shall tenninnte upon the sale of the Property to n third pmy which is 
not an affiliate of Client. : 

I 

2. Scope of EngngcOlcnt. Consultal1t sha.ll provide iu services to 
Clienl a:t any time and from time to time during the 1erm of this Agreement promptly following 

fue I 

tequ~st for specifie services ircml Client. Ifany 'sciVicts which Client shalJ request are not ct;lJ;r 

to '., . 
CO.tl$ultant: Consultant shall immediately confer with .client tor the purpose ofcladfyinZt 
articulating and enumerating the tasb which the ~ticulnr service request encorn:pl.lsses. If 

Client ;, 
requests. Consultant shall promptly provide a written mcmorandu:rn to Cliem '?/hich (a) 
summmJzes tbe tuks which have been requested (a."\d., if a conf~rence occurs, subsequently 
clarified) and (b) sets forth a :)chcdule for the seq~nee ill whic:h the tasks \\'ill be undertaken 
including reaso~ble estimatc3 of th~ time Dame for eonlpleti'llS each task. To the extent 
completion of aoy Ul.sk requires information f"Qnl pr participation by Client, Consuhant shall 

.refer : 
to sucb needs in the written m.emorandum. 

1 

j, -Limit:l(;Ons. Consultant shall make no statemeJlts or 
rep~enti1tl0ns -on behalf of Client to uny person whomsoever (including, wIthout limitation. 

I 

Virruoso:'otherproperty owners in tj,lC Clry, potenpal purchasers ofpropertym the City and/or 
the County of Contnl Costa, potentia}..lendr:rst ind/0r go:vcromental offic,i3.1s) unless Consultant 
hus first obtained the written a,\scnt of Client to e~ch ~u'ch smtemenl or ~presentBt.ion. 
Authorization for one ~atement or reprc:sentatiotl 6hall not eonstitute authorization for any 
subseguent staxemenlor representation} even to th~ peuon or entity to whom the original 
sttnemt:nt -or representation was addressed. COtls~Jtant sha.ll have no authQrIty to hire other 
consuJtants (such as civil c:ogil'},eers, soils engir.ee('s, architects. Ip'praisers, lawyers, aUld 
accountanL') 01' to contact real estate brokors.or repJ estate salesmen or other persons intt.Tested 'in 
the Property unle.s.s Client has express_lyauthoriz~ Consultant jn writing $0 to act Coosulusnt 
hereby expressly aoknowJ edges 'that ConstJltant Is:nollll1d shan llotr.ct os Client's agent or 
representative a..,d shall, if nC(;cssary to make his ~tatus clear to a.ny third party, explicitly 
disavow in writing tbat he is an agent or ,rcpresenU1tive v.rCUent ar.ld take uny other actions 
reasonably necessary to negate any impression th~.lt he i:s autht)[tzed,to act on behalf of Ciient, 

4. C(1nlultant~! CompcQ$atibn. In considcf3.tioo for the 
willingness of Co.o$ultant to enter into this Agreemm' Dnd to provide the services of Consultant 
hereund.er. Client ~hall pl\}' Consultant a fee equo.I:to Sixtce-o o.nd Oue Third Percent (16,~33%) 
or th~ ne[ profits whlch Client rClllizcs from the sdle of the Property to an uodfjljatcd Child 
<party,. Payment shall not be due1Jl\ril such time ~s CHent has fulty liquidated Client's entire 
intetest in the Property but shalI ,be mad~ within ~reasonable time (not to exceed nllJety daYl) 
thereafter. For putpO$es of this Section 4, hClienfs inte~est in the Pro~rty~f shclJ be: understood 

ww: n 
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P:2' 1]TO: 1i~085739221 

STRINGER DEVELOPMENT COMPANY 
675 Hart.z Avenue • 

Suite 204 

Oanv1He. Ca. 94526 

Phone 92~31·9179 


Facsimile 92s.831 ..9368 

. scotllstringer@aol,com 


May 9,2003 

Mr. Brian Velthoen 
Velthoen Associates 
1700 Standiford Avenue 
Suite 130 
Modesto, California 95350 

Re: 	 Estate of Ward and Chartotte Cramer 
Modesto. California 
Non-Binding letter of Intent 

Dear Brian: 

Scott 	L. Stringer rSLS·) and/or its assignee rBuyer'") proposes to purchase theI 

property described in Pafsgraph 3, on the tenns and conditions set forth in this letter 
from the Estate of Ward and Chariotte Cramer ("Sene""). 

1. 	 Seifer: The Estate ot Ward and Charlotte Cramer, George MBl10ch t 

Executor. 

2. 	 Buyer: A to be formed Entity with SlS 8S a principal. 

3. 	 Property: The Property consists of fJVe (5) parcels totaling approximately 
46.084 acres located in Village One on the We5t Side of Claus Road and the 
North and South Side of Floyd Avenue, Modesto. California. The APN numbers 
are as follows: APN 85-02-58 (9.251 acres), APN 85..02..55 (9.244 acres). APN 
85-02-54 (9.237 acres), APN 85·02..52 (8.810 acres) and APN 85-02..53 (9.542 

acres). 

4. 	 Purchase Price: The Purchase Price shall be FIVE "'1ILlION SEVEN 
HUNDRED SIXTY THOUSAND FIVE HUNDRED DOLLARS ($5,760.500) 
payable aU cash at the close of escrow. 

S. 	 Deposit Buyer shall deliver to Escrow Holder the sum of Fifty Thou6~nd 
DoHars ($50,000) as a refundable Deposit during the Due Dmgen~ P~nod 
described in Paragraph 8, At such time as Buyer provides Seller with written 



MDG Capital Investors, Inc. 
Cost of sale - Modesto Properties 
March 3, 2005 

Purchase contracts 
Rowe 1Vincent Property 
Cramer property 
Stringer 

Planning &entitlement costs 
Consulting fee 
Closing costs - 3/3/05 
Closing costs - 3/3/05 Title Ins 
Closing costs 
Closing costs 

18,000,000.00 
700,626.81 

5,850,000.00 
3,677,435.00 

423,742.44 
97,725.00 
32,153.75 
33,071.50 
7,273.00 
6,857.36 

28,828,884.86 

4/27/2009 Cost of Sale - Modesto Cramer Parcel A.xls 

http:28,828,884.86
http:6,857.36
http:7,273.00
http:33,071.50
http:32,153.75
http:97,725.00
http:423,742.44
http:3,677,435.00
http:5,850,000.00
http:700,626.81
http:18,000,000.00


Depart:ment of the Treasury Request Number
Form 4564 , Inter¥al Revenue ServiceRev, June 1988 

INFORMATIQN DOCUMENT REQUEST 06 Amended 

FI040, 2004 2005 & 
TO: Subject: 2006 audit 

SC,ott L. & Irene Stringer SAIN: Submitted to: 
Taxpayer and Rep. 

Dates of Previous Requests:, 

3/4/08 

For Tax Period(s): 200412,200;51 &200.612, please provide the following information 
documents our appointment date August 4, 2008 ,(documents previously requested' but not 
presented by you should be inc!ud ): ' 	 , , 

, , 

1, 	 C9PY of the 200612 tax rstu ,Form 1040, to be filed with IRS ' .' 
2. 	Fo(property taxes on remtal properties refunded to you, provide supporting documents 

'to show the treatment of the refund: ,
I . , .' 	 . ,

,'3. 	 To support flow through Ioss;es deducted on the Form '1040 for tax years'2004,2005, 
and 2006, provide a schedul:e of 'your ,basis and debt basis in related Scorporations, 
The Stringer Company, lmc. iAlso include supporting documents to support'the numbers 
used in :the basis computflti'9n. " . , . . " 

4. 	'Fortax,year2005, deferred @ain inihe amount of $3,000,000 for Like-Kind'Exchange 
transaction reported on Form 8824,; provide the, following supporting documents to 
support the deferral amount:: . 

a', 	 Documents to verity t~e basis of the properties in t~e transaction. This should 
include but not limi~edrto the sales ~nd purchase con~racts/agreements, and 
escrow document~ pel aining to the properties in the like-king exchange 
transaction. ' 

b, 	 Documents to sUb$ta tiate that the property transferred was used in the:trade or 
business or held fojr in estment .':. 

c. 	 Exchange contract\es ablishirng 
p

the intent to enter into a like-kind exchange . 
d. 	 'Evidence that the 't'ke- ind pr.perty ·recei.ved is'to be used in the taxpayers trade 

or business or held fa investr/nent. ' 
e, Documents to verif, y ur ow~ersh;p ofthe properties within this 'transactIon .. 

Documents should tinc ude p~rchase contracts/agreements. " 
'5. 	 Fortax year.2004, provjd~'d' currients to support the gains/losses on the Schedul~ D of 

the 
a. 
~tax return for thefollowin items:: ' 

Land sales' in the amo Jnt of $2,666,667 

b, Land - Added Deveio ment Costs in the amount of $'151,277. 

c. 	 ,Documents should }ncude but not limited to sales contracts/agreements, and 

escrow documents pe1aining to the properties 'sold 

FROM: I 

N arne and Title of Reqre~ er: DaisyYau Date: 
Intema1l}ev mue Agent (925) 974 ..3759 
Badge # ~4- 1849 7/23/08 

i 
., ' ,

'Office Location: 
185 LenGon Lane, Walnut Creek, CA 94598 

9, 'r-, 




6252 installment Sale Income OMS No , 1545-0228 
Form 

~ Attach to your tax return. 
~ Use a separate form for each sale or other disposition of 2004 

Department of the Treasury 
Internal Revenue Service property on the installment method. 79 
Name(s) snown on return Identifying number 

~M=O=N=T=E=R=EV=~~D=E~V~E=L=O=P~M=E=N~T-=G=RO~U=P~,~L=L=C~__________________________________ I~ ==~_______ 
Description of property ~ }1.QQ.EJ)lQ _C.Q~T}h~T________________________________________ _ 

2a Date acquired (month, day, year) ~ 7/22/03 bDate sold (month , day, year) ~ 
--~--~~----~~-
11/08/04

-

3 Was the property sold to a related party (see Instructions) after May 14, 1980? If 'No,' skip line 4 . DYes 'X INo 

4 Was the property you sold to a related party a marketable security? If 'Yes ,' complete Part III. If 'No ,' 

I'eirer:! 
comDlete Part III for the year of sale and the 2 years after the year of sale . n Yes

Gross Profit and Contract Price. Complete this part for the year of sale only . 

5 Seiling price including mortgages and other debts. Do not include interest whethe r Slate d or uns t a t e d .. . .. 5 18 I 000 , 000
6 Mortgages, debts , and other liabilities the buyer assumed or took the property 

subject to (see instructions). I 6

7 Subtract iine 6 from line 5. . I 7 18,000,000.
8 Cost or other basis of property sold .. I 8 16,859. 
9 Depreciation allowed or allowable. 9 I 

10 Adjusted basis. Subtract line 9 from line 8 . 10 16,859. 
I 

11 Commissions and other expenses of sale. 

12 Income recapture from Form 4797, Part II I (see instructions) . " 12 
~ 

I ::1 
13 Add lines 10, 11 , and 12 . . . . 13 16,859. 
14 Subtract line 13 from line 5. If zero or less, do not complete the rest of this form (see instructions) .. 14 17,983,141. 
15 If the property described on line 1 above was your main home, enter the amount of your excluded gain 

(see instructions). Otherwise, enter -0- .. . . . . . . . . . . . . . . 15 O.
16 Gross profit. Subtract line 15 from line 14. . . . . . . . . . . i 16 1 17, 983, 14l.
17 Subtract line 13 from line 6. If zero or less, enter -0-. . . . I 17 O. 

i:em
18 

ru 
Contract 18,000,000.

"'j 
price. Add line 7 and line 17. . .. 1 18 1 

Installment Sale Income. Complete this part for the year of sale and any year you receive a payment or have certa in debts 
you must treat as a payment on Instal lment ob ligations. . 

19 Gross profit percentage. Divide line 16 by line 18. For years after the year of saie, see instructions . 
 ... , 19 , 0.9991 
20 If this is the year of sale, enter the amount from line 17. Otherwise, enter -0 -. 
 . . .. .. 20 O. 
21 Payments received dUring year (see instructions). Do not include interest, whethe r stated or unstated. 
. . . . . .. 21 1,400,000. 
22 Add lines 20 and 21 . 
 . . . . . . " . . . . . . . .. . . .. 22 1,400,000. 
23 

1 
Payments reCelVeQ in pnor years (see instructions). Do not include interest, 

whether stated or unstated .. . ! 23 I ..j I 

24 Installment sale income. Multiply line 22 by line 19. . .. . . . .. . . . . 24 I 1,398,740.
25 Enter the part of line 24 that is ordinary income under the recapture rules (see instru:::tlons) . . . '1 25 I 

26 Subtract line 25 from line 24. Enter here and on Schedule D or Form 4797 (see instructions). . .. f- 26--+-'-----1-,-3-9-8-,-7-4-0-. 
!::lirr:=UI(":! Related Party Installment Sale Income. Do not complete if you received the final payment this tax year. 

27 Name, address, and taxpayer identifying number of related party __________________________________ _ 

28 Did th;r;l;t~p;'t; ~~il0-; di~~s; ~ th; ~;p;t; (s~c~nd di~p-;-siti~n~ du7i~ th~ ta; Ye;r?~. - - - - - - - -- -0Ye~ - -O-N~ -
29 if the answer to question 28 is 'Yes,' compiete iines 30 through 37 below unless one of the following conditions is met. 

Check the box that applies. 

a 0 The second disposition was more than 2 years after the first disposition (other than dispositions of 
marketable securities) . If this box is checked , enter the date of disposition (month, day, year) ........ . . . ... . ~_________________ 

b ~ The first disposition was a sale or exchange of stock to the issuing corporation . 

c The second disposition was an involuntary conversion and the threat of conversion o.ccurred after the first a,·lsPosltlon. 


d The second disposition occurred after the death of the original seller or buyer . 


e It can be established to the satisfaction of the Internal Revenue Service that tax avoidance was not a prinCipal 

purpose for either of the dispositions. If this box IS checked, attach an explanation (see instructions). 

30 Selling price of property sold by related party (see instructions) . . . I 30 : 
31 Enter contract price from line 18 for year of first sale. . . f-[_3_1-+-.________________ 

32 Enter the smaller of line 30 or line 31. . ·1f-_3_2-+-__________ 
33 Total payments received by the end of your 2004 tax year (see instructions). . 33 I 

34 Subtract line 33 from line 32. If zero or less, enter ·0 34 I 

35 Multiply line 34 by the gross profit percentage on line 19 for year of first sale 35 I 

36 Enter the part of line 35 that is ordinary income under the recapture rules (see instructions) 36 I 
37 Subtract line 36 from line 35. Enter here a:'1d on Schedule D or Form 4797 (see Instructions) . . 37 

1 

BAA For Paperwork Reduction Act Notice, see separate instructions. Form 6252 (2004) 
FDIZ1501 L 11 /24/04 








