
Khoury Tax Calaculation - Without and With Installment Sale _ 
1. Tax due in year of sale ofNBJ's interest in RSD (no installment treatment, i.e., what FTB gets if appellants lose this appeal, and 

the gain is taxable all in year of sale} 

. Gai~~~.~~o~::~~ $17,529,480~ 1-F-- =i r1- _I ___ _ 

recognizedj -$3,269,479, I _J , I _J 
Total-ta-x-ab-1-~=g-a_i-~----_-___ -_--'=_ =s1=4==,2=6=0==,0=0=1=====e-__ -_ ---=-=--=---------=1- -- _r-----=-~=- __ L~~-==-1- l _ _ _ 

Total tax due on gain in year of sale (this is the amount of tax due right now if 
Total tax $1,495,438 appellants lose and installment treatment is not sustained} 

____ - _ ___ Detail ~ - I I --- 1 

----+-! _-_--_~l;-----~---+---1_-_-_-+--------~-

----+ 

·t~:fiH~Eg~% I g~~::~~I .. ' . + ; . ±_~, .... 
: 1· _• *appellants eac ___ h owned 1/3 of Loma Verde, so they are allocated 
· Loma Verde Inc. 1% _ 142,600[ 1/3 of its gain 

ic------------~--==~t------------ . I - ---=--4-----1-----~---+-------+-----l 
I *Allocation of Loma Verde inc's gain to its shareholders I 

--- ------ --+----+----+-------~--------+------

Jason Khoury 1/3 $47,533 i 
>----····---------- ---+------+-- --- --+----1------+-----,----+-----l 

_________ •Brian Khoury 1/3 _ $47,533 +---------+-------------+---+---+-----+--------+----1 
: 

Noelle Ludwig 1/3 $47,533 , 
_ __;_----'--+------+--------l-----+-------'--····-----+-------1-----1 

1-----------------1-J_a_son Khoury total taxable gain alloc~tion ______ ~ $4, 753,3_3_4 ___________ ---i ___________ _, ____ _ 

Brian Khoury total taxable gain allocation $4,753,334 
---------~N_o_e-lle--Lu1d---'---wiig_t_o __ ta-l-ta_x_a---bl~e~g-a_a_llo_c_a-ti_o_n-------+--$4~,-75-3,-3-3~4+-- --+--------~i----+--------1 
1------ -----+-------~----r-~----~1--------t-----+-----t---~-------j---~ 

Tax Due on gain after credits, deductions and adjustments p r FTB 
-------____ -__ -_ ______,Jason Khoury $501,883 ~-

Brian ry , $492,858 

------------------+-N_o __ e_lle_L_udwig _ __ 
1 

$500,697
Total Tax $1,495,4381 

-
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2. Total tax FTB gets if installment treatment upheld {i.e., tax on gain at end of30 year installment period, plus potential tax on 
annual interest payments over 30 years) 

-·-·---- ~-·-·--------------·-·-------·-··--------------------------------------------·-·------··--··-··-·· 

Total Gain due at expiration of note, that would have been due in year of sale, but is deffered to 2036. This 
is the amount of tax FTB says is currently due, and cannot be deferred. FTB gets this either way, it's simply a 

$1,495,438 matter of or in 30 
$2,942,625 *Total tax on interest 

Total tax FTB could end up with if appellant prevails and installment treatment upheld: Tax on gain plus tax 
$4,438,063 on interest at the end term 

Khoury Tax Calculations 

·-···-----··-··-- Detail on interest ··-----J-.. - .. _J _____ l _____ _l __ _j_ ____ 1 __ I··-·-·· 
In addition to the $1,495,438 tax on gain, due either in the year of sale as FTB contends, or in 30 years per 
the note, the installment note provides for monthly interest only payments to be made to appellants, at a 
rate of 5% per annum of $14,750,000 {$14,750,000 x 5% = $737,500 per year+ 12 = monthly taxable 
interest of for 30 

interest 
x30 of note 

-·-··-+-··--··--··---+------·-+-·-----+·-··---+---·-----··--··-<-------i 

-----------~·-· $22,12~000/~~,i~ere~~----------·------~-----------~-----
/highest flow through individual marginal tax rate (i.e., appellants pay tax on the 

x13.3% interest income at their individual rates) 
--·-~----~--~--·--r-·--·--·---·--r----1 

$2,942,625 ltotal tax on interest , . 
---···-··-··-··-j-···-···-····--i---·-+--···-····-,----

1 ; • 




