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Form B292 Instaliment Sale In_come _
: —Attach to your tx retin, 2008-
Daperimant of the me » Llsea separm form (or £ach sale or other disposilon of Alnchment
Intems Revenue Seivice properly on the Installment method. Soaeonc dio. 79"

MNamais) shown on rstuts - Kunillying manbar
LURTICE R AND EVELYN BOOTH

1 Description of preperty > 125 SH_50 % OF /S SHARES_OGRADY MEYERS INC S ——————

2a Dals acquirad (moalh, day.-y:a_r.}—:"-g./-ﬂf/-ﬁﬁ bDate sold (month, day, year) > 21 06
3 Whas tha property sold 6 a related party (see instructions) afler May 14, 19807 If 'No,"sidp fned. ................. Yas No
4 Was the sold to a refeted party 2 markelable security? If 'Yes,’ compiets Part LI, H 'Ne,'
coa":-; tsteplg'%%e?f 7.lhe, par girsalc anlna:lalrl;ya 2 years aiter the y_aﬂgr of sale,..... p ................. e iens |_1 Yas [—l Nn
Gross meit and Contraci Price, Compists thia part for tha ysar of sals only.

5 SallIng Frice induding mortgagas and other debis, Do not Include intarest whether staled or unslaied ceviana) B
6 Mo &5, debbs, and olhar I| billl.fa Iha bu rassumed or luoktha a
suhm fsae Instructions), . : ye proprty L6
7 Subbraci e B om Bre B, oo oo e e e, 7
8 Costor other basks of propamy Sold. .o ov v veinvin it iinnsiniamsrs s asaaraines B

9 Depraciation sllowed or allowable. .. ... .cocvvviviiiin e brsritsrnneenens LB
10 Adjusled basks. Subtract ine 9 from Ene 8., ... iiiviiiiennn G 1B
11 Commissions and other expenses of Sal8, . ...vivvvavrniiviarssissrrissasiars | 13

12 Income recapture from Form 4797, Pait H (see Instructons) .. ................ 12
13 Add lines 10, 1, and 12.. ceeeier e 18
14 Subtract line 13 trom Hng 5 If Zero Of less, do not corrq:leh tha rusl of lh!s Ion'n (saa hslrucl]om) ........... 14
kr ] !(; :hae gt;n..pﬂarg rggsgﬂ:‘:d mgiol,ha% tL:bg_w was ywr maln home, enlar the amounl of ywr axcluded g.afn s
16 Gross profit. Subtraed Hne 15 from fine 14 ., PP I |-
17 Subtract fine 13 from Ane 6. i Zero of less, enier O, .. TR e L2
18 Contractprice. Addline 7 and fine 17, o0t ieiirinsiiaiasivsarareas e emt i seserirerimareanicerrses 18

28 [nstaliment Sale Income, Compiets this part for the year of sals and arty year you réceive & payment of have certaln debls
you must reat as a payment on instalimeant obligations,

Y Cai A Balieigs, xprossed a5 o deckmal smounl Divide e 16 by e 18 Foryears sl mevewr Iyl 1,000
20 If this Is the year of sale, enter the amount from Nne 17, Otherwlss, arter On,....v..ovus . e areseaaras | 20 : 0.
21 Paymants recetved during year (see instructions). Do not Include interest, whether statad or ursiatad. ....... 21 __ 5,976,166,
2 Addlnes20and21..,.0vevreviaireniss e e e e e e e RN 22 5,976,166,
25 Parens rcotven i tL°.i’.'“.'f e WT".’E’I :."."”' e oot . L= | 5,106,212,
24 Instaliment saln tncome, MuRiply line 22 by ine 18,00 veeusunnas B . | 5,576,166,
% Enter the parl ofiine 24 that s ordinary Income undsr the racaplura ruies (iee hshnctloru) P -]
26 Sub\nct ine 25 from lins 24 Enter hers end on Schedula D or Fomn 4797 (ses imhucﬂonsl. ................ 23 5,976,166,
ERAHHIGE Related Parly Instaliment Sale income, Do not complets i you recelved the final paymend, this tax year, B
F4 Na.ma addrass, ard taxpayer Identiying numbar of relatedparty _ _ e . e
22 DId the ralal.e-d;arl;r-;uu or disposa of the property (second CISPOSNONY GUTING UG B YRarT.r.r, e 111r1rr e | 768 No
29 {f Lheanswer o quesilon 28 s Va3, cammphate lInes 30 Lhrough 97 bt umless one of the fallewlng conditions b met. Cheeh the box Lhat spplies,
D The second disposition was more than 2 Ldrs after the first disposition {olher than dispositions of
marketahls seciritins). if tis box IS cheg enier he date of disposition (month, day, Yeary. ........ov.en- -

b | [The firs| disposition was a sale or exchange of slock to the Issuing corpemation

¢ | |The second disposilion was an Involuntary corversion and the Breat of converslon occurrad after the first dspesition.

d | {The second disposition vecurred after the death of the original seliar or buyser.

e | It can be eslabiished to the sallsfaction of the Internal Ravenue Service that fax avoldance wes nol a prindpel

purpose for elther of the dispositions. If thiz box I8 checked, attach an expianation (ses hstruclions)

30 Seling price of property sold by refated party (see INSLUCHONS). .. ... .o viivuiii i st i sy e an
31 Enter contract price from lina 18 1or year of At SAI& ., cvevu it ierireiinereerarsrnrsiiarsarassernereseril 81
12 Enterthe smalleraf Bne 30 orfne A1, couiie s iiiaeioinoivinnnivnrins i onrrrannssinirnsnnay rerrnaraias 32
35 Total paymenis raceived by the end of your 2008 tax yeer (sea lnsbuctlons) ............................... 33
34 Subbactiine 33 from line 32, [FZerv orless, entdr 0-......ovviiiiiiisnienriiassiareraenaaas verrresaen | 34
35 MuRtiply ine 34 by the gross profit percantage on fine 19 for year af firsl SRk, .. ve s ma i e 35
36 Enter the part of ine 35 thal Is ordinary Incoma under the recapture rules (see instrughionsh . ... eea 38
_37 Subiyadl fine 36 from Wne 35. Enter here and on Schadula D or Form 4797 (see instructions) .. vovvians s | 37
BAA For Paperwork Reductlon Act Notice, se¢ separate Instructions. Form G252 (2008)
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of the amendments to CR&TC § 18152.5. Therefare, your request for interest abatement under
these sections is herby denled. .

In your letter you stated a substantial amount of time {May 2010-November 2013) had elapsed from W‘E\

the initial audit in 2010 until the NPA was issued in 2013, A review of the taxpayer's records show
--—— Ihe taxpaver was audited for tax years 2006 and 2007 In February 2010 thatresultedinano - — \———;
~change. Aithough the 2008 tax year was not opened Tor examination during that time, as long as the
statute of limitation is open, the taxpayer's return is stilf subject to audit. Per CR&TC § 19057 the
limitation period (unless extended) for additional assessments is four years from the due date of the
return or four years fram the date the return is fi led, whichever is later. We issued the NPA within the
extended statute of imitations date of December 31, 2013.

Your letter cites Appeal of Duane H, Laude, 76-SBE-096, 10/06/76. in the

State Board of Equalization appeal case, the issue was the Interpretation of *temporary or transitory
purpose” for determining California residency. The appeal did not address interest abatement and
the facts and circumstances have no bearing on interest abatement as defined under CR&TC §
19104 and Treasury Regulation § 301.6404.2.

Your letter also cites Lee v. Commissioner, (1999} 113 TC 145, 149. In this case, the court ruied the
Internal Revenue Service did not abuse their discretion in denying the taxpayer's ¢laim of interest
abatement. This courl case applied IRC § 6404(e) and Treas. Reg. § 301.6404-2 and defines the
term "ministerial act”, which does rot involve the exercise of judgment or discretion that occurs
during the processing of a taxpayer's case during litigation. Aithough the taxpayer In Lee v.
CommlIssioner alleged the assessment of interest was grossly unfalr, the courl held that IRS's tailure
to abate interest was not an abuse of discretion. The facts and circumstances surrounding your
case and FTB exercising discretionary authority pending the lega! outcome of AB 1412 are simliar to
that of l.ee v. Commissioner. Therefore, based on the facts of your case and per IRC § 6404(e) your
request for Interest abatement Is hereby denied. '

i

A Notice of Action — Afffrmation will be issued by mail on May 27, 2014. If you disagree with the
Notice, you may flle an appeal with the California State Board of Equalization within 30 days from the
Notice date, [nstructions for filing an appeal wi!l bé provided with the Notice of Action.

If you are in agreement with my recommendatlon to affirm the proposed assessment, or If yeu wish
1o stop the accrual of furlher interest, payment instructnons will also be included with the Notice of

Action.

You may call me with any questions on this matter.

Sincerely,

Leticia R. Torres, Hearlng Officer
Protest Section

Telephone: ©16.845.7286
Fax: 916.843.0002
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2009 California Adjustments — Residénts

CA(540)

importarit: Attach this schecula Behind Form 540, Side 3 as & supporting Caftfornia sd‘t'ewls'.

|55N or TN

Subtractions C Additions _
See nstructions Sen Insructions

2,400,

Hameis) as shown on vium

CURTICR R AND EVELYN BOOTH

Partl Income Adjustment Schedule tAm

Section A — Income i . A “‘gg‘
7 Wages, sslerles, tips, ete, See Insinuctiona before maklng an

Enby N cOIMA B Or G ot eren it e faenans . 7 377,643,

8 Taxzble Interest........ A P ] 294.
# Ordinary dividsnds. See instructions (b) 20,231. 9 23,8648,

10 Texabis rafunds, crediy, oifssty of state and kecal income lows. ... \yn . 10

11 AIMONY TeColVE ., .. yene i icriaia s ansraaaanaeane TE

12 Busloexs Iooma ar (S8} . ., uesireeraeensrriiisniinirirnrionas 12
13 Caplial gain or (oxs), Seainglruetions.......covivsiey s . 18 2,938,422,
14 Other gatns of (OSS#E). ....ovvrernininnoiiarrnrivnanns P .
15 IRA distriutions. Ses Instructions , . (2) 15k
16 Pensions and apnylties Ses nstrections. . .. (8) 16b
17 _Renlel real etate, royattles, pertnerships, § carpmllms, trusts, ek ........ ¥
18 Farmilncoms of (088)_ . ... ... iiiieuiiit iirnarrrraraniarnes 18
19 Unempleyment compensalion in excéss of $2,400 per reciplent 19
20 Socle) searftybensfis............ (=) 2tb
21 Other Incame, .
- & Calitormia Tobtmy winglgs ® NOL from FTB 38050, 38052,
b Dissster losy eamymir from FTB §805Y 506, 3007, or 3209 - ca
e Federal ROL (Form H:_MU, Iizs 21) f " Dter (4 maihel
d NOL carrove from mm
Combins tine 7 through (ine 21 in columa A, Add line 7 o .
hr:j'gh lire 21f In column € end column €, Qo to Secton B, 22 3,34(},22'1. - 2,400.
Section B = Adjustments to Incoms
23 _Edl.'calorexpansss. R RPN Cerreeerer et _ 23
24 Certain business expensas of reservlsts parformlng m-ﬂsla
and fee-bess government officels. ... ......... Tetreaersrans
25 Healh eavings account deduction _........cceriiiine, 25
26 Movingexpenses ,................ N iree. &8
27 One-helf of seli-employmanttax.......... . 4
28 Solfl-employed SEP, SIMPLE, and quafified plans. ., ,........ 28
29 Sslf-employed hearh tnmurance deduelon. .. ... L. 23
0 Pemltymurbrmmlof.sawnps b tetraseiieaa.. 3D
51a Alimory pakd. '
b Reclplant's:
SSN........l.
Last nams .. ... Tin
B RAASAUNBN. oo vveeerrennrrins i 7]
33 Shuden! lomn Interest deduetion .. ........oociveieai . | 7
34 Tultion and fees deducton. ....... R Crnanmans e W
35 Domesic production eclivities deduction., ........... cerine, 85
86 Add line 23 Buough fine 31e and line 32 through line 35 in cohumna A, B, snd C
T T SO 36
57 Total, Subtract lino 35 from line 22 in columns A, B, and C, -
S8 MSIUCHONS . . .-, L.eereernaereranenses VTR w7 3,340,227, 2,400.
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TAXABLE YEAR

Page 5 gf A5
Total Pages in Return 35
SCHEDULE

CA {540)

—201 O—Callforma Adjuslments —-Hesndents

Narns(s] a8 sbown 01 Ietura SSM or ITIN .
CURTICE R BOOTH e T S SN s .. L —_|__.._
Part | income Adjusiment Schedule A oot Ameeaty p Srtinctha [ Jofam
Section A— Income p':.ﬁ'mm?ﬂ 20 frtrictora . Sesnsricion
TTTT T T Wages, safaries, tips, etc. See Instructions before making an entry incolumn Bor ... 7 131,978 6,150
8 Taxable interest (b} e rerrrrterarerrerarirrarreees Bia) 27
& Drolnery dMdends. Sea instruclions. (b) 43, 905 ,,,,,,,,,,, Gia) 115,869
18  Taxabla refunds, credits, oNsets of state and local Income laxes.............oovvu 10
11 AlmOny FACBIEE . L e e 11
i 12 Business Income or {ipss) . ...... et e e e e e i 12
' 13  Cepital galn or (loss). Seo INStructlons .....vvvivnrrieeunriiinriins crrereae i K] 1,247,888
14 Dther gelns of {lossash. .....ovuven.nn. e e 14
i 15 |RAdistributions. See Insirugtions. (&) ... 15(b)
16  Pensions and annuities. Sea instructions. (8} AORDPRR 111}
17 Rental real estate, royahles, partnerships, 5 corporatlons, trusts, ete.. .............. 17
18 ‘Farm income or {loss} . ...... veiveres e ra e SPIIETTEY 18
: 19 Unemployment compensation ... .o ouun v e e s 19
: 20 Soclal security benafits (a) PR - | |
21 Dher income.
2. Caltornla Wottgry winnlngs . & NOL from FT8 805D, 38052,
h Disaster Joss carryover from FTB 2805V 3806, 3807, or 3809 21
¢ Federal HOL (Form 1040, line 21) 1 Other (describe}:
d NOL camrygver from FTB 3805V
22 Total..Combinaine 7 thraugh #ne 21 in column A Add fine 7 through fine 217 In
1,495 754 6,150

cotonn B and column G, Go to SectionB. .. ... B2

Seciion B ~ Adjustments 12 Incomo

1,495,759

8,150

&1 Educator expensos....... SR e rarmraes .. 2
24 Certain business expenses of raservists, parfarming artists, and fee-basts

pavernment oHigials. ... ... vael. s e rreavenrrrres 24
25 Health savings accolm deduction ... .. .....ovvnts. e erereeaan 25
26 MOVING BXPENSES . ...\ vet et e e s e e 26
27 One-half of selt-employment lax, . ,........ - < |
28 Self-employed SEP, SIMPLE, and quallfied pians ...... e, veor 28
29 Sell-amployed heaith Inkurance deduction.. ............ e 2
30 Penalty on sarly withdrawal of 58VINgS. . . ... vv v iaiian e e r e aaen e a0
31a Alimony pakd. (b} Recipient’s: SSN ___

Last na

A2 RAdeductlon.................... 8. ...
33 Student loan interest deducllan . ... ..
34 Tultionandfees ............ Ceeein
35 Domestic production activities deductin..
35 Addline 23 through line 31a and line 32 through line 35 in columns A, B, and C.

SRR IMSIUCHONS .. .t i v aeine i v iireanaeas eeenas 36
37 Total. Subtract iing 35 from line 22 in columns A, B, 2nd C, See instructiens . .. ..... k
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BOOTH
- , Page 17 of 35 .
- .- . Total Pages in Return as
Federal Long T i ins/L jon
ederal Long Term Capital Gains/Loss Transactions ~ (LTCGL)
NBR f 1 Properly Descriptlon }tzs' BH 50 OF O § SHARES OGRADY MEYERS ING 1202 EXCLUSION FROM INSTALLMENT SALE -
_ o Date Ty Date - : | Swbes ) o '%:;::_ . Guin/ .
Acquired . Sold _ P_rlce “Baals “{Loss} _'_"‘—‘—_—"7255‘05?.
NBR 2 Property Description ]1533 794 &H STAR FUND. _
Date : Date | Sates ) %’t’; :rr_ : Galn/ _
Acquired | ' yapioys | Seld | 20101020 . | Price 31487 Basiy 31253| @and) 234
NER a3 Property Descriptlon Jm 94 SH SELEGTED VALUE FUND
Date Date _ sula ' o %"t‘;“’: .| Gain
Aceired | vagious | Sold | 20101029 | Friee 31169] Bash 3216) (Low) 999-
NBR 4 Property Description 115763 SH AKZD NOBEL NV ' ]
: | Dme S Date | Salo ‘ %’-:1::: ilihu_iu_.ir .
[ Acguired. VARIOUS Beld | 20101105 Price ] 2230 pasis apgn| (loss)
i’ NBR 5 | Property Deseriptito f4a SH AMB PROPERTY COPR
I Date Date _ Sala %’.‘ - Gain
g_ Acquired various | W | 20100218 Price 1093[. Bash g1g{ (Los)
i _NBR 5 Property Description lss SH INVENTIV HEALTH ING .
Dale } Diate i sales %:;:: o Gain/
Acqulred VARIOUS | 5o | 20100805 Frice 1797 Basis: 2073) (Lam)
NBR 7 _ Property Description {14 SH VARIAN ING L )
Date . S Pae ] | sae ) %':;;, " | Gnin/
- Acguired [ yagjous | SoW | 20100518 Price . 7280 Basis ga7| (ow)
NBR .8 Property Description Iaz SHVYMPEL KOMMUNIKATSI OAO :
Date - Daie | . S sates ‘ %’":e": o | s
Acquired | yagious | SoM. | 29100819 | FPriee 8270 Baals - —_ggz| (m9
NBR g Property Description lm $H PSYCHIATRIC SOLUTIONS !
Tome | Teme| ] sae N - Gaw
Acquired | .2pp71201 | S9M | 20101116 Price 3713] Baske 4p18] (low)
- NBR o '-l"ruperty Deteriplion ’ . ) .
Date pae | sme Comor Gatw |
Acquired . Sold ‘Price. Basis (Lowa)
" KBR Froperty Description _ .
Dlte Datg B . quﬂ
. Acquired Sold (Eosa}
NBR Froperty Description _ o
Date Data T (3:'::: Gain/
Acguired Sald Bash {Loss)
NER Progerty Description ]
“Dpe Date o Salen .%“l’;;,’ Galo/ |
Acquired Sold Frice “Bash (Lows)
NBR Property Descripikon o
Daie Date Snlles . cg:{::rr Galn/ |
Acquired Seld ‘Price - Basis {Loas)
_NBR Property Duéripﬁnn—[ _ B
) ﬁate Dute ' " Sale %ﬁ:;r | Gaiwf
Arquired Sold Price (Loss)
Basiy |
EXHIBIT O
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6252 Installment Sale Income Ot Ho. 16450226
Form

» Aftach to your tax retum. 2010
Departmeni of the Traasury » Use a agparate form for each sale of other diaposition of o Attachment
inlemal Revanue Barvioe proparty on the instslimant method. Sequence No. 78
Name{s) ehown an mturm ' Kantitying number

CURTICE R BOOTH -

1

Descripllon of property » ﬁ Peinmmprren - -

2a Dale acquired (mm/dd/yyyy) > 19960804 b Date sold (mm/dd/yyyy) > 20060421
3 Was the property sold to a related party (see Instructions) after May 14, 18807 If "No," skip line 4 —.—~, ‘0O Yes [ wo
4  Was the property you sald to a related party a marketable securlty? If "Yes," compfeie Part Hl. If "No "
complete Part Ul for the year of sale and {he Zyoars aftertheyoarof sate . . . . e 1 vea (] No
ross Froht and Contract ompiete this part for the year of sale on
$  Selling price Inciuding morigages and o_ther debls‘ Do not include interest, whether stated or unsteted 5
8 Morigages, debls, and other llabililes the buyer assumed or took the
properly subject to (see instructions) . e e e e e (]
7 Subtract line 6 from line 5. e e e e e 7
8 Costorotherbasisofproperdysold . . . . . . . . . . . 8
8  Depreclation aliowed or allowabts . e e e e 8
10 Adjusted basis. Subtractllne 9 fromline® . . . . . . . ., . 10
11 Commisalons and other expenses of gala . . e 11
12 Income re¢apture from Form 4797, Part il {see Instrucﬂons) ... 12
13 Addlnes 10,11, and12 . . ., . . 13
14 Subtract line 13 fromline 5. If zero or Ioss do not comple1e tha rest of this form {sae instructions] 14
18 if the property described on ling 1 above was your main homa, enter the amount of your excluded
gain (ses instructions}. Otherwisa, enter -0-. . . . . . . . . . . . . . . . . . . 18
18 Gross profit. Subtract line 15 rom fine 14 . 18
17 Subiract line 13 from ling 6. If zero or less, enter -0- . 17
18 Gontract price. Addline 7 and ne 17 _ . . 18
Instaliment Sale Inceme. Complete th:s part for the year ot sale and any yaar you recaive 8 payment or have
certain debts you must treat as a payment on installment cbligations.
18 Cross profit percentage (expressed as a decimat amounl) Divide lina 16 by lina 18. For years after
the year of sgle, see Instructions . . 1p 100000
20 Mthis s the year of sale, enter the amount from line 17, Otharwls-e anter -0 20
21 Payments received during year (see hslructions). Do not include interest, whether mmd or mstatw 21 2470115
22 Addlines 20 and 21 .| 22 2470115
23 Payments recslved In prior years {aee instn.lcuons) Do nol include .
interest, whether stated or unstated . .o 23 i 17099032| H
24  Installment sale income. Mullipty line 22 by line 18 . . .| 24 2470115
25  Enter the part of line 24 that Is ordinary income under the racapn.re mha {sea hsm::lnons} .|l 25
26  Subirac! lina 25 from fine 24. Enter here and on Schedule D or Form 4797 {see Insinuctions). 26 2470115]
elated Farly Installment Sele Income, Do not complele It you réceived the fi nal paymanﬂhis 1ax year.
27 Name, address, and taxpayer identifylng number of related party e
28  Did the related party resell or dig ax year? . . . . . LiYes L1Ne
28 If the answer to question 28 is “Yes conditions Is met. Gheck the box that applies.
a [ Tho socond dispostion wa than disposhions of
marketable securities). If this G N &
b [ The first disposition was a saltey ;) ;
¢ O The second disposition was an Envoluntary conversion and the thraat of converslon eccurred afler the nrst digpostion,
d [ The second ulsposltaon occurmed after the death of the original selfer or buyer,
e [t can be ssiablished to the satiafaction of tha Internal Revenue Service thal tax aveidance was not a princlpal purpose for
either of the dispositions. i thig box ks checked, aftach an explanation {see instructions).
30 Selling price of property soid by related party (see instruclions) . 30
3 Enter contract price from line 18 lor year of first sale A
32 Enter the smaller of line 30 or line 31. 32
3 Tota! payments received by the end of your 2010 tax year [see Instructions} 33
34 Subtract line 33 from line 32. It zero or less, enter -0- M
35 Multiply line 34 by the gross profit percentage on line 19 for yea.r of frst sale 35
38  Emer the part of iine 35 that is orginary income under the recapture rulas (see inatructmna) 38
37 Subtract line 36 from line 35. Enter here and on Schedule D or Form 4797 {see instructions). . . | 37
For Paperwork Reduction Act Notice, see page 4. Cal Mo, 13801R Form 6252 o)
EXHIBIT O
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' 1
' v
' 4
1 ]

TAXABLE YEAR SCHEDLLE
2008 California Adjustments — Residents CA (540)
Tﬁg_o'rtan!: Altach this scheduls behind Form 543, Side 2 as a suppoiting California schaduls.
Name(s) s shawn o0 ratym S3N or (T
PATRICK J Q’GRADY AND LAUREL A THOMAS-~ KLIKE
Fagera| Ame Subtractions Additions
Eiﬂu',. AI.[' m.ﬁ\dj ustment Schedule A (mlﬁ: B see Insbuctions ;c Sae instruclions
1
I _.__ . 7 Wages, salariss, tips, eic, Sae Instruclions bafore makingen . : - —_— -- —
enfry Incolumn Bor C.....iiieieee i e 7 195,727, !
B Taxable Intarastincoma ., ........ovaieynes P varinans W B 2,621, !
9 Ocoinary dividends, See knstructions (&) 33,029. o9a 46,537, !
10 Taxzble refonds, credibs, offyels of stk snd Jocal Income boes. ........... 10
11 Allmonyrecelvad........occoovviviiiininciiaiiisiiiiann 11
12 BSOS OB OF (JO59) . o eevveraerannronaranenranesrranennrs 12 :
13 Capitai gain of f0ss), Sas Instructions .. .oo oo vavar v rirraess 18 2,884,910, 1
14 Other gats of fosses)....... errarireans e 14 b
15 Totol IFA disiributior. Sew Instructions .. (q) 15b i
16 Tolad pansions pnd snmuilies, Seq I.ndrnchuns {0 236,639, 16b |
17 Rentsd reol aslaty, poymitfas, parlwxﬂn 'S corporellons, brusts, ot .,...0 ., 17 I
18 Farm ncome of (ioss). . evsaenaras eeisiinnsanas 18 4
19 Una nte ensallon Enler ths same amount in
comimn X and commn o, Erer the same e A 18
2 Soclalsewrm'bcmﬂls............ { 206
21 Othar incoma.
a Caldomia lotlery winnings ® NOL from FTB 38050, $8057, .
b Disarler koo compover from FTB A805¢ 3508, 3507, or 350G ba |
¢ Faderal NOL (Form 1040, Tine 20} 1 Ober {dascribe)
o NOL campover rom FIB 3805V
Z Tobl Combing line 7throu§h lina 2] In calumn A, Add lne 7 )
through fine 21f in column B and column C. Go'lo Seclion B... 22 3,125,785,
Section B ~ Adjostmants to Ineome
2% Educslor SXpeNSsE ... .o v iiriariacia e, 23
24 Cerialn buslness expanses of raservisfs rorming aflsls,
ond fea-basls gmrﬁ:nen! olficials. .. .. ,Pe. . 'nga .s. FOUDI- |
25 Henlh savings actounl deduclion. . .....cooveivvnninennnans. =
26 Moving expemsas, ... .. ..cuiair st iaia e e .
Z  One-half of salbsamployment laX.. ... ..,...oevinaninniaiaen. z
28 Self-employed SEP, SIMPLE, and qualied plans............ 28
29 Spelf-smployed health Insurance doduCUON. ..., vvereriinnnes 29
30 Penally on eatly withdrawal of savings......ccoovvinireni.ns 30
31a Allmony paid.
b Raciplar’s:
SSN..........
Lasl name. . ... ANa
B OIRAdedUClON. .ot e e n s 2
83 Siudent loan misrest dedeetion ... .....co0 i e 33
34 Tulionand feas daducllon.. .. ...ovvveivavarrrerners nrorns " |
35 Domaslic production acllvities deduclion ,.....cvcoviiiviven 3B
36 Add line 23 trough tne 31 snd live 32 through fns 35 | columng A, B, snd ©
Smintn .. ............. e et 3%
37 Total Subliac! fne 36 from line 22 In columns A, B, and C.
Seenglructlons .. ... e s e 77 3,129,795,
For Privacy Notice, get form FTR 1131, 059 | 7731084 i CAMOIAL 'iace  Sehedula CA {A) 2008 Side 1
EXHIBIT AA
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SCHEDULED ' ) 4B No. 1545-0073
(Form 1040) Capital Gains and Losses ]
Tment of Ta Tresdiry ~+Attmeh to Form 1040 or Form J040NR, 7 Sea Instructions for Schadula D (Form 10400~ -‘20 08
*+ Usa Scheduls D-1 to fist additlonal transactions forilnes 1 and 8, wm 12

wnol Hivmnus Service — (99) ! T
Harme{s} shown an ralum Yo sockl sacurly nomber
P}\'I'RICK J O'GRADY AND LAUREL A THOMAS- KI-INE , -

Shor-Term Capital Gains and Losses - Assels Held One Year or Less

- &mﬂm:gi ilid (amnmm ’ sﬂ:ﬁ’tﬁ’fgz -
1 VARIQUS SEE ATTACHED S.BAF
590,027. 590,000, . 27.
VARIOUS SEE ATTACHED s. BF.RNEY
VARIOOS] 102,263, 151,017. -48,754.
VARIQUS SEE ATTACHED 5. B?.RNEY
_ VARICUS] 58,170. 65,495, -7, 325.
VARIOUS SEE ATTACHED S.RA ; '
. o VARIOUS VARTOUS 33,139, . 36,826, _=3,087,
158.796 VANGUARD SELECTED VALUE FU'T'D : '
VARIO 7{1'5/'08' 2,442, -483, -
2 Enter your short-torm totals, if any, from Sd‘led.lla D, ine2.. )
3 Total short-te las price gounts, 1
TN @ e Ak poesland 2l 3 786,641 .8
4 Shon-tan'n galn trom Form 6252 and short-tsrm gein or (oss) froim Forms 4684, 6781, and B824....,.....
5 .Net shor-term gan or (loss) from partrnrshbs, $ corpointions, estales, and lrusts from Scheduh(s) K. 'l ..... i
e e soss oy ver- Erer e amount, Iy, from the 8 o1yt Cephal Lovs Camyover ... 6
7 Net short-tarm cnp‘ltalgahor(loss). Combing fines 1 through 6lncolumn (.. .. ooeooeeceepeoniennress 7 _-59, 622,
Long-Term Capltal Galns and Losses — Assets Held More Than One Year
ﬁ”““““"“ “%ﬁfa:?#“ A &Eﬁﬁ&%ﬁ; oy | oS ta om b
8 125 SH 50t OF 0/ SH OF [OGRADY MEYERS INC [(1202 EXCLUSION FROM INSTALIMENT SALE)
: - : .- . -2,988,083.

VARIOUS SEE ATTACHED s.nﬂnuar j
: o -_VARIQUS 18,682. 43,580.0  -24,898.

VARIOUS SEE ATTACHED S.BﬁRNEY

- : : - YA 11,492, 16,217, -4,725.

VARIOUS SEE ATTACHED s.B!IRNEY ’
VARICUS] WVARIOUS| - 9,958, -3, 260,

1554 052 VANGUARD 5B D VALUE

: vaRrousl 7/15/08] - 23,901, -4, 725,
9 Enler your fonp term tetals, ¥ any, from Schedule D+1, ine ®.... [ 9 13,500.
10 Totallo rin sales price amm Md lInﬁBandSln
mlumn?gih .. p ] 77,533,
11 Galn from Form 4797, P rH o 'tnfrn ain o anrs2439and andtong lem'lgaln or Um) I'rarn -
Forms 4684, €781, anus"hm W nm N i 5.976,166.
12 MNet lnng term gain or (Ioss) lrnm pamarships, s corporalions astates and trusts I‘rom Scheduh(s) K-1. e 12 - '
13 Capital gt distribatfons, See Instrs., SEE.STM. 8. ,0vviiiiiinineieninnn e erre v 13 57.
14 Long-term caplial loss r:anynver Entar the emount, It ary, from line 15 of your Capita Loss Canycver
heot In the RIrUclOnS . . ...\ .oiv e i Crisaraen e et 14
5 Hat al gal nes 8 th 14 In ctlumn {. Th ohPar‘llllon )
18 et lopg-term capital galn o Qo). Combing Ies 8 tough 1411 ornt O, Mo Lo || 02,944,832,

BAA For Paperwork Reduction Act Notice, ses Form 1040 or Form 1040NR Instruc‘llons Schedule D (Form 1040) 2005

FOMORIZL 1108108
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Fomm 6252 _ Installment Sale Income OMB No. 15454228

= Attach to your tax refum. ' 20_08

* LUse 2 separats fonmn for each sale or athar dispestion of
mﬂ: the Tromury ropsity on the Instaliment method. © . 79
Mame(s) stown an idum Idsntifyng aumber T
I )
1 Description of propavly + 125 SH 50%_ OF ..Q[§_S..H_QF_ OGRADY MEVERS INC  _ oo —_——
2a Dals acquirad (mortth, day, yeary »___8/01/96 .. - . bData sold (month, day, year) > _ 4 21 06 -
3 Was the proparty sold lo a related parly {see instructions) after May 14, 19807 if No,’ sidp line 4., ...... Cerrraaen ‘l'es No
4 Was iha prope soid lo a ralaled parly a mackstable secwlly? if Yes,' complete Par lli, if *No,* .
£0 latePartﬂrmhaprMsaleandhe2!earsaﬂarlhaya‘zrofsala.'.....?....... ............. ﬂ\’as ] INo -

Gross Profit and Conlract Price, Complels this part for tha year of sule only,
5 Selling prica inckuding mortgages and other debts. De not inchide inlerest whather steiad or unstated..,.....| 8
¢ Ve o s etes ve b e e orveonuy | |
7 Sublracifine 6 from ne 5..... A I
8 Cost or other basks of proparty sald: ...... i rereseriai i enaana N -
§ Depreclalion aliowsd or allowable, ............. D P I
1 Ad]ustsdbuts.Sublrmlﬂne'Q!rwIIneB ............. P P I |
11 Commisslons and other expenses of sale..........ovvveiiaennn... eerrreas 11
12 Ineome recaplure from Form 4;.?97, Parl il (ses Instructions) . ... ...« .0.0r0 |32 ] .
13 Addlnas 10, 11, and 1B................ O I - |
14 Sublract (ine 13 from lins 5. If zaro orhs.dnnotoomplslemrest of this form tseahsiructitm) e | M
15, |fthepropert desetoed on ne 1 abgve wasyour vl hame, enier i amant of your éuchaded ﬁ’.".‘....... 15
16 Qross profit Sublract e 15 rom Ene 1 ... ool iv s vrsrenrassinisssaissactsrniniisrsnsant 18
17 Sublract lIne 13 trom line &, Ifuroorless.anlnr-m ..... e T |t
ctprice. Add line 7 arid Hno 17., fe i ieiiies s ey gperaarareas eviieereiinis: 18

j Instaliment Sale income. Cornﬁlnla His tor ihn ar nf sdls and any year you rscaln 2 payment of have cartain dabts
youmus{ireﬂtuapamenlonkula ant obilgations. ’E Y ¥ )"0 paym

19 Qyose IO peroentagn (sxprmssed as a decimal amaunD. Divde Ine 16 by e 16, For !'f".’.“? ooy | 1.0000
20 It thisIs tho year of sale, enter the amount from fne 17, Dtherwise, mler AD-.....00 i iiiiininiiisans 20 Q.
21 Payments received during year (soe instructions). Do not inchude interest, vmathor stated or unstated,,,,.... [ 2F 5,976,168,
2 Addlnes 20end21.,..0rnepnrnn-- b et e aa e e ar s st rre .| 22 5,976,166,
= S:E:?':m':?‘i.ﬂ.m’?t'..‘f?f uctore) Do vet el arst, || o0 o)
24 Installment sals icokse., MUltply 1ine 22 by e 18 ... .eiesersvuneninsonniranisiidvensensineseoseness | 24 5,976,166,
25 Enter the part of iine 24 that Is ordinaly Income under the recapturs nules (soe mlrucl.lons) ........... e | 28 :
26 Sublra::t {ins Zﬁiwm_m_g_%___EerhamandnnsmodulaD orForm4797_(soe Instructlons): , o ouoaireias s, 26 5, 975,165_.
i Party Installment Sale [ncome, Do not co __pigte i you received tha final paymant this tax.year.
7 Nama addms, and taxpayer identifylng rurrber ofrelated pary _ _ _ e e e e e e e i -
28 Did 1710 r:lﬁﬁ;a-ﬂ;';s;fﬁ a_bposs orﬁn p'q:lar‘ly {'sacond dispesiion?} durdng this tax year? ... ianins -DYes Um
29 ! the answer to question 20 it 'Yas," complelo lines 30 though 37 batow nless une of the feliowing conditions fs mal. Chack the bax that applies.
DTha second dispositian was more than 2 dy;dars after tha firs! disposhlon (olher than dispesitions of
markatable securities). If this box ls che entar the dalé of disposition {monlh, day, year)............... ™

b Tne first dieposition wis a sale or exchanga of slock to the lssuing corporetion,

c | |The second disposiiion was an imimlmy corverslon and tha threat of corwersion occurred after the frsi disposilion.

d | |The second dis;:osillln accured afier the death of the original sefler or buyer.

¢ | [l can be sstabilshed to ths salisfaciion of the intemal Revenus Service lhat iax avoidance was not & principal

purpose for elther of lhe dispositlons. if Lhis box [s checked, attach an expianatien (sae tructions),
30 Selling prica of property soldbyrulaladputy(:ee Irsbructlons). .. covievi i s i e e 30
37 Enter contract price from fine 16 lor year of first sale ................ U PR -1 |
32 Epter the smaller of lina 30or N8 3.0 iivvvinn i, e e M E-
33 Tolnl payments recefved by the end o'l_',rourm Iaxyear {ses Instruclions) .........ociee il e veer (33
34 Sublract fine 33 from lne 32, If zaro or less, oenter O ., . ..., R .
35 Multiply line 34 by the gross profit percantege on llne 19 for year of Reslsale. ... iivnin i, | 35
15 Enter Lhe parl of line 35 thal Is ordinary income under the recepturs rules (see NBTULHONS) ., .\ .vv'eeys cvns, | 38
37 Subtract lins 36 !‘rom line 35. Enter hare and on Schedule D or Form 4797 (see Inslructlons) .......... vieeo 4 32
BAA Far Pagerwork Hoduction Act Notice, see separats Instructlons. : Form 6252 (2008}
FINZ3S0IL 0672708
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The Protest of Patrick and Laurel O'Grady
August 14, 2014

Page 20f &
_' FACTS

The taxpayers amended the;r 2008 Cahfornla Form 540 to take an addmona! oharltable

e —

,deduc‘uon of $1,316. This change was accepted as fited. R L .

On the taxpayers' original and amended 2008 California Tax Retums the taxpayers repor‘red

a capital gain from a sale of Qualified Small Business Stock (QSBS). The taxpayer reported a -
total gain of $5,976,166 on the installment method and a 50% exclusion of $2 988,083,

The sale of QSBS or:ganated in tax year 2006

An audit examlnatron was initiated on 0£/29/13 for the 2008 tax: year The audltor relled

on the 2006-2007 audit that determined the stock sold quatified as QSBS, and identified )
the taxpayers excluded gain in excess of the $5,000,000 statutory irmitatron The auditor -
disaliowed $404, ??3 based on the foliowmg ; _

Tax Year Payments Received Gross Profit % Reporled Gain 50% Exglusion reported

2006 $ 2,250,000 0.8830  $ 1,986,750 § 993,375
2007.  $ 2,946,212 - . ..0.9662 $ 2,846,630 $1.423,315
2008 - ¢ 5,976,166 1.0000 $ 5.976,166 2,988,083
Total =~ ' ' _ : ,_ $5,404,773
" Limitation : o : ' $£5.000.000
Exciusron disallowed _ . §_ 404,773

A Notnc:e of Proposed AsseSSment (NPA} dated 12/ 19/ 13 was marled to'the taxpayer
reﬂectrng the following additionai tax and interest:

CA ta’xab!e_ inco_rn_e' as reported or fevised  $3,114,027 -
Add back QSBS gain exclusion = © 404773
Revised taxable income. © $3.518.800
Tax - Table : _.$ 322,640
‘Exemptions: Personal ' - -198 .
Othér tax: mental heaith services tax =~ - 25,188
Aiternative mlmmum tax o 11.892
Total tax o ' ' 359,522
Previously assessed 344,211
Additional tax - S 118,311
Interest as of 04/15/12 : L 2379
Total tax and interest as of 12/19/13 § 20600
ISSUES:

1. Whether the accrued interest assessed against the 2008 tax year addit.ional tax
‘should be abated based on California Revenue and Taxation Code (CRTC) §18153 -
a new Iegrslation resultl ng from California Assembly Bill (AB) 1412 S

FTB 1520 PASS (REV 06-2011) Protest \Comespondence\006-
Lo . . Fosltion Lettar

EXHIBIT KK
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~ Section B — Agustments o Incoms

% 1
P TAXABLE YEAR C s SCHEDULE
2009 ——California-Adjustments-—Residents — : -CA-(540)
Important: Attach thls schedule bshind Form 540, Sfde 3asa suEEodlng Calfornln schechde. ' : )
S5H or T

Hame{s) »s shown on rewrn
PATRICK J O'GRADY AND LAUREL A THOMAS—~ KLINE

Pait] Income Adjustment Schedule LA (aimien B _Subtmctions  |g__Addditions
Seclion A — hcome i _Eu”ma[ refurn Ses Instruclions Bee inslructions
T 7 Wages, salzles, lfPS. efc, See lnsh'ucﬁons before makdng an T 0 P R T I
enbymeolumnBor Coovvnrnveens P DI 4 185:870.
8 Taxable Interest.................. eraraaieean e iiareanes 8 1,255,
5 Ordinary dividands. See instructions (b) 42,190. 9a_ 78, 686.
10 Taable rhunds; tredhly offsels of state ahd local ircome @3, . vvvvvese 10 _ '
11 -Alimony recelved ........... D T . frrereas W N
12 Buslness incoms or {loss) ... ... et e 12
13. Capital galn or (Jossy. See Instructons ,........oovcieenne,n 13 2,115,492,
14 Other galns of (08388)....vuviveiivrrersreareririneiines ' .
.15 IRA distibulione. See instructiers ., (a) 15k
16 Penstons end ennulties. See Instructions , . .. (&) - 16b_
17 Rontal real estels, rovaitles, partnerships, S corparations, trusts, ete. .. 17
18 Farm income o (oas)........ et s eer bty 1B
1% Unempioyment mpansalion In excess of $2,400 pef recplent 19
20 Sodal securily bersfits............ (&) _ 2k
21 Other Income, . o .-
a Calffornla lottery winalngs @ oL from FT? 3605D, 38052 .
b Dizasier bes camyover fom FTB 3905V 3806, 3BT, or 3809 a
€ Fedatal NOL (Form 1040 Tne 213~ T Other {describe): _

d HOL eayover from FTB 3805

72 Total. Comblna iine 7 lhrcu.gh Hne 21 I column A. Add line 7
through line 21 In eolune B and colurmn C. Go to SEchB 22 . 2,381,313,

Educalor BXPeMIOB . ., .uuuivriianirrresrarniiieiiazisieg
Certaln business expanses of resendsis, parforming arlists,
andI'ea-basbgmrrrnelﬂofﬂdals“..............,.........
Heafh saviAgs account deduction... ... .. P
Moving eXPEMSEE, .. .uuirir et vrnsrrsac e e ir s
'ms—haﬂufsaﬂanplomarntax.,..........,..............
Self-employed SEP, SIMPLE, end quallfied plans............
Self-employed heatth Insurance deductlon. .. .. vvs vovirnes
Panalty on early withdraveat of savings......... RUTTI
F1a Alimeriy pald. '

b Reciplent's:
S5

aRBURY BB
,EBEQ-QHE

Lastnama..... . : . 3la
IRAdedueHon. .....oe i viiinnrvrrnines v eanaieraens . B2
“Shudent loen interest deduction............. e aerenanaes k)
Tultlon and fees dedusfion............... AP
Domestic production activities deductfon. . ..., i areiraan, ko]

R OBEER

Add tins 25 through Jine 3Ta snd Hne 22 thraugh line 36 I columns A, B, and €.
L

Total. Subtract Ine 36 from line 22 In columns A, B, and C, 1
LT LA - 2,381,313, -

e |

For Privacy Notlce, get form FTB 1131, 059 | 7731094 I cakeor2, ginzno  Scheduls CA (540) 2005 Slde1
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! SCHEDULE D J—
i (Form 1040) ’ Capltal Galns and Losses 2 0 09
| Dot f S Tronmn ~»Attaich to Form 1040 or Form 1040MR—Sea Instriefiods for Schedute D (Form 1040),"

) » Use Schedule D-1 to lisl additional transactions for lines T and 8, 2‘“"“"“,,,“. #u 12

Inkaonul Flevenue Senvice
Narmels) shown on retum Your saclal secority mvmber
PATRICK J O'GRADY AND LAUREL A THOMAS- KLINE

| Short-Term Capltal Gains and Losses — Assets Held One Year or Less

D hlcqv.lnd C) Dats scbd - Sales . 8) Cosl ha! bl asd (Joss)
(b) D | £0)Date sk D sawepion - | ) ot e 24 1 from (0

—_ - - {a)YDescripion ol —— -
rmpnm Example:
XYZ Ca)

1 VARIOUS SEE SMITH BARNEY

VARIOUS) VARIOUS 53,316. &7,500. -14,184,

VARIOUS SEE SMITH BARNEY
VARIQUS! VARTODUS 28,317, 44,242, - ~15,925,

STNT
VARIOUS| _ VARTOUS 25, 614. 44,142, -18,528.
STHT
) VARIOUS| VARIOUS 10,841, 15, 240, -4,399,
11145 VANGUARD WELLINGTON FUND ' - ' T

VARIOUS| 2/24/09 428,422, ] 187,239,
Exter your shork-term totals, If any, from Schedule D-1,8na 2... ] 2 726,817 -50,288.
Total short-term sales prics amounts. Add lines 1 and 2 bn N 1,273,321. K

DT v DU P
Short-tormi gain forn Form 6252 and short-tamn galn or {loss} fom Fovms 4584, 6781, and 8824,

Net short-term galn or (loss} rom partnerships, $ corporations, estabes, and usts from Schedule{s} K-1.....

Short-term capltal loss caryover. Enter the amount, If any, from line 10 of your Capital Loss Carryowver
Worksheet in %1.3 1871 R ) T S W ............... YD .............................. 6
Net short-term capita! galn or (loss). Comblne nes } through Blncomn (f) . ..o.oeeiiieennnieerens e -300,563.

Long-Term Capital Gains and Losses — Assets Held More Than One Year

VARIOUS SMITE BARNEY

VARIOUS SMITH BARNEY

o A

[ 3 Y

w

e Caun] Gy | Onmm | et | Ameen,
8 125 sH 50% OF 0/S SH OF [OGRADY YERS INC [(1202 EXCLUSIPN FROM INSTALIMENT SALE)
) -3,010,128,
VARIOQUS SEE SMITH BARNEY E
VARIOUS 59,010. 116,415, -57,405.
MOUS SMITH BARNEY ' '
VRRIOUS 9,994, 21,583, -11,589.
VARIOUS SMITH BARNEY
VARIQUS| VARIOQOUS 74,769, 155,423, -84,654.
VARIOUS SMITH BARNEY '
VARIOUS| VARIOUS 513,015 -440, 425,
$ Enter your long-term lotals, i any, from Schedule D-1,Ine 8,... | 8
e g o el PR Ao, A e e . 10 656,788,
11 Galn fom F 4797, Part |; lorg-t from F 2439 and 6252; end | e gem oF fro
o T ed ot o B o e T ot e .ﬂ.o.sfs.)...."?. L 6,020, 256.
12 Nst long-term gain or (loss) from partnesships, S corperafons, estates, and tusts from Schedule(s) K-1. 132
13 Copltl gain distibullans. SEEIMSTE. ... ... .o.ooit i it ar i e e s e 13
14 Long-tamm caphal loss carryover, Enter the amounl, H eny, from iine 15 of your Capltal Loss Carryover
Worksheel In The INSHUCHONE L ... rimnvn v ettt s s e 14
15 et long-term capital gan or (loss). Cambine Ines 8 trough 14 n column @ 7???’.’.?“.'“,"_'.’ e . 15 2,416,055,
Schedute D Form 1040) 2009

BAA For Papsrwerk Reduction Act Notice, see Form 1040 or Form 1040NR Instructions.

FOWmDEZ, 08310

EXHIBIT MM

ACE 49 e a0
PAGEA3Of o




[E ]

_TAXABLE YEAR __ SCHEDUE
2010 _California Adjustmenis —Residents — . CA (540)
Important: Attach thls schedule behind Form 540, Sids 3 as a supporting Californiaachedule.
urma(s) a8 shown o rebrn S5 or TN
PATRICK J AND LAUREL KLINE O'GRADY : ____
agzral
g:cﬁolnnlf ?r?g:'Adjustment Schedule A (uﬂw fw% B Sgﬁlﬁmﬁ:g?ﬁ c Sem[#:r’cnlrons
© 7 ‘Wages, salorles, tps, elc, Ses Insinictions belore meking an oo - - —— =
anyineolumnBor G ...
B Taxable terest (b) 2,342,000 Ba 42.
8 Ordinary dividends. See Ingiructiors (b) 71,655, 9a 134,961,
10 Tacable refunds, credits, offsets of sists and kocal ncome it ... ..... ... 10
11 Allmonyrecalved . ....oon o e n
12 Buslneys income or {IoBE) . .. ... .ut vt ri i a e 12 .
13 C-apihligalnorfloss).Seelmtructlms.........‘............ 13 1,412,360,
14 Olher gains or (08308) ..., ..., b ar e , 1 :
15 IRA distributions, See Instuclions .. {a) 156
15 Peilons and anmiities. See Instrections . ... (B} 21,946. 168
17 Renlal real estate, royaltes, partnerzhipy, 5 corporations, tusts, iz ........ 17
18 Farm ncome of (oSE). .. ni v iminiini i 18
18 Unemploymani compensalion....... e 19
20 Soclal searky boneflts. ........... {a) 20b
Z1 (rher income,
& Calltornla Jobtary winnings e NOL from FT8 38050, 38052,
b Disasker loss camypver from FTEB 3505¢ 1806, ¥, or 3809 2
© Fadarl NOL (Form 1043, line 21) € Obhor (describe),

o MOL camyover from FTB 3805

22 Tolal. Combine line 7 Ihrbl.gh fime 2} in column A, Add line 7 . -
through lne 211 in column B and column ©. Go to Secton B.,, 22 1,547,363,

Section B — Adjustments to Incoms

23 Educetor axpansas. CALTION: Bes aluctions. ............. 23
24 Certaln business axpenses of rassrvists, pertorming ertists,
end fes-bass govemmenl officlals, ........ ...

28 Health savings ectount daduelion ,.........oieia 25
26 Movingmipermess, . ... .....oiviniiiiiii i e 26
Z7 One-hall of sell-amployment led.................coooeien i &
28 Sell-employed SEP, SIMPLE, and queliffed plang............ 28
29 Selt-employed heaith Insurance deduction. .. ......o..vue. ., 29
30 Penalty on early withdrerwal of savings. ...l 50
I a Allmony paks.

Last nams..... b1 I
2 ORAdedIEH R, . oo i et ae s 2
33 Studenl koan Intersst deduction . ......... P 3
3 Tuldon and feas, CAUTION: See instuctlons ................ ¥
35 Domesik production activities deduclion............, NP wn
36  Add lne 23 through lina 3ta and line 32 through Fine 35 I columas A B, and ©.
L 3%
37 Total. Sublrac! line 36 from line 22 in columra A, B, end G,
Sea INSTUCH NS . vttt e e e iis i e et aanaen r) 1,547,363,
For Privacy Notice, get form FTB 1131, 059 1 7731104 | Aoz, 12180 Sehedula CA (S40) 2010 Side )
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SCHEDULE b OME Mo, 130074
{Form 1040} Capltal Galns and Losses ) 20 0
Denatoint of o T = Attach to Farm 1040 or Form 1040NR —> See Instructions for Schadule D (Form 1040~ ——— 1
interral Foverua Sarvich (99) » Use Schedule D-1 to list additionel Lrarsaciiona for fines 7 and 8. 2,“:“"'.‘:;',"},, 12

Hame(s) shown on relum
PATRICE J AND LAUREL KLINE O'GRADY

[ Your sochsl mﬂi [T

i Short-Term Capital Gains and Losses ~ Assets Held One Year or Less

S [Menwe] Wan | @men | OSams |Rewen——
1 8378.518 SH INTER-~TERM OJRY ADM
VARIOUS! 12/313/10 96,688, 100,296, ~3,608,
44356. 344 SHORT-TERM INVHST-GR ADM ‘
VARIOUS| 3/31/1¢ 475, 000, 470,803, 4,197.
329008.770 SHORT-TERM INEST-GR ADH -
) §/06/10] 3,513,814. 3,491,502, 21,912,
‘.')l:lsL 8/11/10 591, 495. 537,150. 54,345,
i B/11/10 113,411 100- 52 12,883,
2 Enter your short-term totals, If any, from Sehegyle D-1, ine 2. . | 2 832,345 ~69,618,
3 Totel shori-teym sales pric nds, Add Il land 2]
ORI ) e v Sen 2| 5.623,353
4 Short-term gain from Form 6252 and short-term galn or (Joss) fram Forms 4684, 6781, and 8824, .........
& Net short-tenm galn or (loss) from parinerships, S corparations, estales, and busts from Schedue(s) K-1, ., .. 5
Ot e Incpuchons - Eter f1o emourd, ff sy, rom fine 10 o your Cepttal Loss .‘.".".’?."“f‘.'. ...... g |
7_Not short-term capital gain or {loss), Comblne ines ! Breugh G colwmn { vy vwee e 7 20,111.
D ong-‘l’erm Capita} Galns and Losses — Assets Heald Mom Than One Year
Prwd T [PRu] @uy | Qi | Oty | Sowe,
8 125 SH 50% OF 0/3 SH OF |OGRADY YERS INC {(1202 EXCLUSIPN FROM INSTRLIMENT SALE)
) -If 235; 058 '
12044.724 500 INDEX FOND |ADM .
. VARIOUS| 8/11/10 1,238,754, 1,089,822, 138,932,
13263.780 SHORT-TERM INVBST-GR ADM . '
VARIOUS 12/13/10 142,851. 140,851, 2,000,
50_0 ELACKROCK INC 11/09/09 12/23/10 95,055, 114,100, =18, 045,
3000 CYSCO SYSTEMS INC 11/09/09 12/.21/10 BB, 744, 71,7 -12,956,
B Enter your long-termn Intals, If eny, from Scheckde ©-1, Ine @.... | 8 266,762, 47,447,
1 tal long-t I wrlls.Addli'lusBﬂ'ldgh )
O o orm sales prica amounts, Add T, 10 | 1,802,166,
RS A Vil e gan rom Fams 2499 1 6252 and long-tamn gain of Qos2) ’“’"‘ e 2,470,115,
12 Net long-tarm galn or (oss) from parinerships, S corporations, estaies, and frusts from Sd'ledue_(s} Kelo.....| 12
13 Caplts) gal distrbutions. Seeinstrs.. SEE. STM. 6.0 0vvvvvivienrens e e e e pa e 13 814,
14 Long-t tal Enter th ount, if any, from Bne 15 of tal L Carryw
bongtem cplal loss carryover. Enter the amount, f any, om e 16 of your Capllal Logs Camyover 14
"5 Dage g term capital geln or floss) Combino ines 8 Traugh 14 in dokmn @. Then go to Pen fon 15 1,352,249.

BAA For Paperwork Reduction Act Notlce, see your tax retum ingtructions,
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" 07.26.13
Account Number : I
Case Unit : 16790473771487323
Page 3 ¢f 3

The taxpayers exhausted the $10 million eligible gain ($5 million exclusion} in 2008, There
was no exclusion available thereafter,

) Please note that the decision of the court of appeals in Cutler v. Franchise Tax Board (2012}
208 Cal. App. 4th 1247 has no bearmg on the propoSed disallowance for 2009 and 2010
since:

¢+ CR&TC seclion 18152.5 is deemed invalid and unenforceable based on the Cutler
decision {See: FTB NOTICE 2012-03} and as such noexclusion was available for
2009 and 2010 and

» Even if CR&TC section 18152.5 were valid and the Cutler court had not found the
statute unconstitutional, there wouid have been no exclusion available in 2009 and
2010 since the $10 milllon eligible gain limitation of CR&TC section 18152.5(b}{1)}{A)

was exceeded in 2008.

Based on the above anal);sis, additional gains of $3,010,128 for 2009 and $1,235,058 for
2010 are being proposed. Revised tax schedules for 2009 and 2010 are attached. The total
tax and interest due is summarized in the table below:

) 2009 2010
‘Proposed Tax 258,900 161,145
interest on Proposed Tax 29,253 9,416
Totat 288,153 170,561

As previously mentloned under CR&TC section 19116 the interest on the 2010 proposed
tax assessment continues to accrue. You may stop the interest accrual by paying the
assessment, If you choose to pay, you may contact me for an updated interest calculation to

the actual date of payment.

I appreciate your attention to this matter. if ydu have any questions, please do not hesitate
to contact me at the telephone number indicated below.

Kaveh Farahmand
Telephone: 619.688.3116
Fax: 916,843.0904

Enclosures: 2009 and 2010 Revised Tax Schedules

*  FTB 1521 PASS {REV 05-2012} Audit\Carrespondance \ICL - Position
Letter
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