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OPI1 NI ON

These appeals are made pursuant to section 18594 of
the Revenue and Taxation Code from the action of the Franchise
Tax Board on the protest of the Estate of Marion C. Jaeger,
Deceased, against a proposed assessnent of additional personal
income tax in the ampunt of $1,041.78 for the year 1971, and
‘ on the protest of WlliamP., Jr. and Lila F. Jaeger against
; a proposed assessnent of additional personal incone tax in
t he anount of $3,841.10 for the year 1971.
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Appeal of Estate of Marion C. Jaeger, Deceased, and
Wlliarn P., Jr. and Lila F. Jaeger

The conmon issue presented by these appeals is
whet her appel lants incurred net business [osses I1n 1971 that
could be offset against their income fromitenms of tax pref-
erence, for purposes of conputing their tax on preference
i ncone.

In his 1971 California personal inconme tax return,
appel lant Marion C. Jaeger (now deceased) reported adjusted
gross inconme of $1,105,017.00 and itens of tax preference
totaling $916,712.00. Pursuant to section 17062 of the
Revenue and Taxation Code, as it read in 1971, appellant
reduced his total tax preference incone by the $30,900.00
statutory exclusion provided therein, plus a clainmed "net
business |o0ss" of $227,306.00. On the basis of those conpu-
tations, appellant Marion c. Jaeger reported a tax on pref-
erence incone for 1971in the anbunt of $16,485.00.

Appel lants Wlliam P., Jr. and Lila F. Jaeger filed
a joint California personal inconme tax return for 1971 wherein
they reported adjusted gross income in the amount of $199,555.00
and itens of tax preference totaling $335,364.00. .Pursuant ,
to section 17062 of the Revenue and Taxation Code, appellants o
reduced their total tax preference incone by the $30,000.00
. statutory exclusion provided therein, plus a clainmed "net busi-
ness | oss" of $153,656.00. Based upon those conputations,
appellants WIlliam P. Jaeger and Lila F. Jaeger reported a
preference income tax liability for 1971 in the anount of
$3,793.00.

Upon review of those returns, respondent determ ned
t hat appellants were not entitled to the net business |osses
clainmed as offsets against their itens of tax preference incone,
since in each case the purported "net business |oss" did not
amount to an actual loss; as is required by section 17064.6
of the Revenue and Taxation Code. Accordingly, respondent
concluded that appellants had understated their preference
tax liability for 1971 by anounts equal to'the proposed assess-
ments here in question

Appel l ants contend that the statutory requirenment
that the "net business loss" allowable as an of fset agai nst
preference income be an actual |oss did not appear in the |aw
until after 1971.  That being so, appellants argue, respondent's
application of the requirenent for purooses of Conputing their
1971 preference tax liability was inproper.

The issues and arguments presented by t hese appeal s ‘
were addressed by this board in the Appeal of R chard C. and ¢
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Ap&?al_of Estate of Marion C. Jaeger, Deceased, and
[liamP., Jr. and Lila F. Jaeger

Emly A Biagi, decided May 4, 1976 and in the Appeal of
Roberi S. and Barbara J. McAlister, decided April 6, 1977.
On the basis of those decisions, and for the reasons stated
therein, we conclude that respondent's action in this natter
must be sustai ned.

ORDER

Pursuant to the views expressed in the opinion of
tRe bPard on file in this proceeding, and good cause appearing
t her ef or,

IT | S HERERY ORDERED, ADJUDGED AND DECREED
pursuant to section 18595 of the Revenue and Taxation Code,
that the action of the Franchise Tax Board on the protest of
the Estate of Marion C. Jaeger, Deceased, against a proposed
assessnment of additional personal incone tax in the anmount of
$1,041.78 for the year 1971, and on the protest of WIlliam?P.,
Jr. and Lila F. Jaeger against a proposed assessment of addi-
tional personal incone tax in the anount of $3,841.10 for the
year 1971, be and the sane is hereby sustained.

Done at Sacranento, California, this 28th day of
June , 1979, by the State Board of Equalization
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