2016 MINUTES OF THE STATE BOARD OF EQUALIZATION 95

Thursday July 14, 2016

The Board met at 1 Civic Center Plaza, Irvine, at 9:03 a.m., with Ms. Ma,
Chairwoman, Ms. Harkey, Vice Chair and Mr. Horton present, Ms. Stowers present on behalf of
Ms. Yee in accordance with Government Code section 7.9.

Joann Richmond, Chief, Board Proceedings Division, stated for the record that
Mr. Runner submitted previous written notification that he would be absent for the July 14, 2016
Board Meeting.

PLEDGE OF ALLEGIANCE

The Pledge of Allegiance was led by Detachment Commandant Pete Hammer
(Ret.), Marine Corps League - South Coast Detachment 022, United States Marines Corps, and
current resident of Dana Point, California.

Ms. Ma introduced Amy Kelly, Acting Chief Counsel.
PUBLIC HEARINGS

Proposed Amendments to Property Tax Rule 462.040, Change in Ownership —
Joint Tenancies

Sonya Yim, Tax Counsel, Legal Department, made introductory remarks
regarding amendments to clarify and better organize the rule, and make it consistent with
Revenue and Taxation Code sections 62.3 and 65 (Exhibit 7.1).

Speakers were invited to address the Board, but there were none.

Action: Upon motion of Mr. Horton, seconded by Ms. Harkey and unanimously carried,
Ms. Ma, Ms. Harkey, Mr. Horton and Ms. Stowers voting yes, Mr. Runner absent, the Board
adopted the amendments to Property Tax Rule 462.040 as published.

Exhibits to these minutes are incorporated by reference.

LEGAL APPEALS MATTERS, CONSENT

With respect to the Legal Appeals Matters Consent Agenda, upon a single
motion of Mr. Horton, seconded by Ms. Harkey and unanimously carried, Ms. Ma, Ms. Harkey,
Mr. Horton and Ms. Stowers voting yes, Mr. Runner absent, the Board made the following
orders:

California Realty Partners, Inc., 756863 (AR)
01/01/09 to 12/31/11, $36,225.02 Claim for Refund
Action: Deny the claim for refund as recommended by the Appeals Division.

JAB Marine Services, LLC, 620844 (UT)
06/17/10 Purchase Date, $34,311.00 Tax
Action: Redetermine as recommended by the Appeals Division.


http://www.boe.ca.gov/meetings/pdf/2016/071416_F1_Reg462_040.pdf
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Henri Raymond Traboulsi, 522515 (EA)

04/01/01 to 07/18/04, $22,282.47 Tax, $2,228.24 Failure-to-File Penalty, $1,072.62 Amnesty
Double Failure-to-File Penalty, $1,442.67 Amnesty Interest Penalty

A Touch of Art, Inc., 521964 (EA)

07/9/04 to 02/01/08, $198,572.76 Tax, $19,857.26 Failure-to-File Penalty

Action: Redetermine as recommended by the Appeals Division.

Earl Fee, 807238 (STF)

01/01/09 to 12/31/09, $400.00 Tax, $40.00 Finality Penalty

Earl Fee, 807239 (STF)

01/01/09 to 12/31/09, $88.00 Tax, $8.80 Finality Penalty

Action: Redetermine as recommended by the Appeals Division

Gareebee Enterprises, Inc., 627328 (STF)
06/26/09 to 09/30/11, $96,744.80 Fee, $9,674.48 Failure-to-File Penalty
Action: Redetermine as recommended by the Appeals Division.

Brian Scott Gerstein, 606328 (EA)

07/01/07 to 06/30/11, $22,577.40 Tax, $00.00 Penalty

Action: Redetermine and deny the petition for rehearing as recommended by the Appeals
Division.

Sahak Jeiranian, 841617 (STF)

01/01/01 to 05/12/03, $743,023.50 Tax, $185,755.88 Fraud Penalty, $59,207.85 Failure-to-File
Penalty, $74,302.35 Finality Penalty

Action: Deny the petition for rehearing as recommended by the Appeals Division.

CORPORATE FRANCHISE AND PERSONAL INCOME TAX MATTERS, CONSENT

With respect to the Corporate Franchise and Personal Income Tax Matters
Consent Agenda, upon a single motion of Mr. Horton, seconded by Ms. Harkey and unanimously
carried, Ms. Ma, Ms. Harkey, Mr. Horton and Ms. Stowers voting yes, Mr. Runner absent, the
Board made the following orders:

Cheryl G. Campos, 819050
2009, $2,315.00 Tax
Action: Sustain the action of the Franchise Tax Board.

Dalaj International Corp., 862138

2011, $1,016.00 Claim for Refund

2012, $1,284.11 Claim for Refund

2013, $1,062.57 Claim for Refund

Action: Sustain the action of the Franchise Tax Board.



2016 MINUTES OF THE STATE BOARD OF EQUALIZATION 97

Thursday July 14, 2016

Christina Ferreira, 764252
2008, $4,102.00 Tax, $1,009.25 Late Filing Penalty
Action: Sustain the action of the Franchise Tax Board.

Amanda Gari (Abel) and Albert Abel, Jr., 795390
2008, $1,430.47 Tax
Action: Sustain the action of the Franchise Tax Board.

Brenda Guachena, 825476

2009, $6,213.00 Tax, $1,242.60 Accuracy-Related Penalty

2010, $17,587.00 Tax, $4,396.75 Late Filing Penalty, $3,517.40 Accuracy-Related Penalty
Action: Sustain the action of the Franchise Tax Board.

HJL20, Inc., 860003

2011, $696.00 Claim for Refund

Action: Sustain the action of the Franchise Tax Board as modified by its concessions on
appeal.

Mike Kobeissi and Sandy Kobeissi, 877163
2007, $11,988.00 Tax, $2,997.00 Late Filing Penalty
Action: Sustain the action of the Franchise Tax Board.

Charles Leonardi, 870737

2004, $7,110.26 Claim for Refund

Action: Sustain the action of the Franchise Tax Board as modified by its concessions on
appeal.

MTU Aero Engines North America, Inc., 865516

2008, $200.00 Late Filing Penalty, $49.55 Estimated Tax Penalty

2009, $200.00 Late Filing Penalty, $34.98 Estimated Tax Penalty

2010, $200.00 Late Filing Penalty, $200.00 Demand Penalty, $29.28 Estimated Tax Penalty,
$89.00 Filing Enforcement Fee

2011, $200.00 Late Filing Penalty, $25.32 Estimated Tax Penalty

2012, $88.00 Late Payment Penalty, $23.58 Estimated Tax Penalty

2013, $21.96 Estimated Tax Penalty

Action: Sustain the action of the Franchise Tax Board.

Vantania C. Pelzer, 600478

2004, $12,719.28 Tax

2005, $23,450.45 Tax

2006, $2,569.53 Tax

Action: Modify the action of the Franchise Tax Board.

Photo Booth Fever, Inc., 880781
2013, $288.00 Claim for Refund
Action: Sustain the action of the Franchise Tax Board.
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Shank’s Extracts, Inc., 857013

Jeffrey F. Lehman, 857098

2008, $3,559.00 Claim for Refund

2009, $5,568.00 Claim for Refund

Action: Sustain the action of the Franchise Tax Board.

SKZ Vending, 879546
2012, $651.10 Claim for Refund
Action: Sustain the action of the Franchise Tax Board.

Richard Liqun He and Sheri Xiaochun Liu, 663709, 744889
2008, $175.00 Tax

2009, $1,786.00 Tax

Action: Deny the petition for rehearing.

Edward Lavi, 861784
2007, $211,461.00 Tax
Action: Deny the petition for rehearing.

LEGAL APPEALS MATTERS, ADJUDICATORY

G & C Equipment Corporation, 373826 (AS)

04/01/02 to 03/31/05, $477,923.44 Tax

Considered by the Board:  Hearing Notice Sent — Appearance Waived

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed.
Action: Upon motion of Mr. Horton, seconded by Ms. Harkey and duly carried, Ms. Ma,
Ms. Harkey and Mr. Horton voting yes, Ms. Stowers voting no, Mr. Runner absent, the Board
ordered that the interest be abated for period July 11, 2006 to May 27, 2011, and that the petition
otherwise be redetermined as recommended by the Appeals Division.

CORPORATE FRANCHISE AND PERSONAL INCOME TAX MATTERS,
ADJUDICATORY

Michael C. Fletcher and Janis I. Fletcher, 603936

2003, $30,660.00 Assessment

2005, $2,577.00 Assessment

Considered by the Board:  Presented for Separate Discussion

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed.
Action: Upon motion of Ms. Stowers, seconded by Ms. Harkey and unanimously carried,
Ms. Ma, Ms. Harkey, Mr. Horton and Ms. Stowers voting yes, Mr. Runner absent, the Board
adopted a decision sustaining the action of the Franchise Tax Board as modified by its
concessions on appeal.
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Brian N. Khoury, 867810

2006, $492,858.00 Tax, $164,127.94 Interest-based Penalty, $178,003.00 NEST Penalty
Jason B. Khoury and Lisa B. Khoury, 867855

2006, $501,883.00 Tax, $167,133.39 Interest-based Penalty, $181,263.00 NEST Penalty
Noelle K. Ludwig and Timothy S. Ludwig, 867874

2006, $500,697.00 Tax, $166,738.43 Interest-based Penalty, $180,834.00 NEST Penalty
Considered by the Board: ~ April 26, 2016 Summary Decision (Rev. & Tax. Code, § 40)
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed.

Grant Thompson, Tax Counsel, Appeals Division, Legal Department, advised the
Board of a revision that would change “is not disallowed” to “is only disallowed” on page 8,
line 26 of the proposed summary.

Action: Upon motion of Ms. Harkey, seconded by Ms. Ma and duly carried, Ms. Ma and
Ms. Harkey voting yes, Mr. Horton voting no, Ms. Stowers abstaining, Mr. Runner absent, the
Board adopted the written summary decision as amended by staff.

OFFER-IN-COMPROMISE RECOMMENDATIONS

Action: Upon motion of Mr. Horton, seconded by Ms. Stowers and unanimously carried,
Ms. Ma, Ms. Harkey, Mr. Horton and Ms. Stowers voting yes, Mr. Runner absent, the Board
approved the Offer in Compromise Recommendations of Loyce Douglas Crisp; Quick ‘n Split
Fast Food Enterprises, Inc.; Hi Sam Kim; Yeong Joo Kim; Madam Vi, Inc.; Vijon, Inc.; Rang
Ngoc Le; Marcia Verenice Ochoa; Reed Family Corporation; Manuel Sanchez; Plantillas Carpet
Service, Inc.; and, Sanchez Flooring Service, Inc.; as recommended by staff.

ADMINISTRATIVE SESSION
ADMINISTRATIVE MATTERS, CONSENT

With respect to the Administrative Matters, Consent Agenda, upon a single
motion of Ms. Harkey, seconded by Mr. Horton and unanimously carried, Ms. Ma, Ms. Harkey,
Mr. Horton and Ms. Stowers voting yes, Mr. Runner absent, the Board made the following
orders:

Action: Adopt the following resolutions, extending its sincere and grateful appreciation
to the retirees for their dedicated service to the State Board of Equalization and to the State of
California, their congratulations on each retiree's well-earned retirement, and best wishes to them
and their families for continued success, happiness and good health in the years to come
(Exhibit 7.2).
Diane K. DeWitt, Office Services Supervisor 111, Return Analysis Unit, Business
Tax and Fee Department, Headquarters
Chris H. Drews, Business Taxes Specialist I, Data Analysis Section,
Headquarters
Randy Ferris, Chief Counsel, Legal Department, Headquarters


http://www.boe.ca.gov/meetings/pdf/2016/071416_N1_Resolutions.pdf
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Kenneth Chan Leung, Business Taxes Specialist I, Petitions Section, Business
Tax and Fee Department, Headquarters

Judy W. Lui, Associate Tax Auditor, West Covina District Office

Mark Noack, Supervising Tax Auditor Il (District Principle Auditor), Oakland
District Office

Ted Odiorne, Associate Information Systems Analyst (Specialist), Information
Security Office, Administration Department, Headquarters

Action: Approve the Board Meeting Minutes of June 14, 2016.

Action: Approve time extensions to El Dorado, Humboldt, Inyo, Lake, Napa, Nevada,
and San Benito Counties to complete and submit fiscal year 2016-17 Local Assessment Roll,
pursuant to Revenue and Taxation Code section 155 as recommended by staff (Exhibit 7.3).

Action: Approve proposed revisions to Audit Manual Chapters 1, General Information,
and 4, General Audit Procedures; and Compliance Policy and Procedures Manual Chapters 1,
General and 7, Collections as recommended by staff (Exhibit 7.4).

Action: Approve proposed revisions to Compliance Policy and Procedures Manual
Chapters 1, General, 2, Registration, 4, Security, and 7, Collections as recommended by staff
(Exhibit 7.5).

Action: Approve the invitation to annual meeting of the Board and county assessors as
recommended by staff (Exhibit 7.6).

The Board recessed at 9:27 a.m. and reconvened at 9:37 a.m. with Ms. Ma,
Ms. Harkey, Mr. Horton and Ms. Stowers present.

SALES AND USE TAX APPEALS HEARINGS

Irma Osuna, 847485 (AA)

10/01/09 to 03/31/13, $16,057.68 Tax

For Petitioner: Irma Osuna, Taxpayer

For Business Tax and Fee Department: Nenita DeLaCruz, Hearing Representative
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed.
Issue: Whether any adjustments to the amount of unreported taxable sales are
warranted.

Action: Upon motion of Mr. Horton, seconded by Ms. Harkey and unanimously carried,
Ms. Ma, Ms. Harkey, Mr. Horton and Ms. Stowers voting yes, Mr. Runner absent, the Board
ordered that the petition be redetermined as recommended by the Appeals Division. The Board
directed staff to inform the taxpayer of the Offer in Compromise Program.


http://www.boe.ca.gov/meetings/pdf/2016/071416_N3_County_Extensions.pdf
http://www.boe.ca.gov/meetings/pdf/2016/071416_N4_AM_CPPM.pdf
http://www.boe.ca.gov/meetings/pdf/2016/071416_N5_CPPM.pdf
http://www.boe.ca.gov/meetings/pdf/2016/071416_N6_Summons.pdf
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OTHER ADMINISTRATIVE MATTERS
Property Tax Deputy Director’s Report

Mark Durham, Chief, Research and Statistics Section, Legislative and Research
Division, reported that the 2016-17 private railroad car tax rate is set at 1.140 percent in
accordance with the computation under the provisions of Revenue and Taxation Code,
section 11403 (Exhibit 7.7).

Mike Harris, Manager, State-Assessed Properties Division, Property Tax
Department, made introductory remarks regarding the 2016 private railroad car roll (Exhibit 7.8).

Action: Upon motion of Mr. Horton, seconded by Ms. Harkey and unanimously carried,
Ms. Ma, Ms. Harkey and Mr. Horton voting yes, Ms. Stowers not participating in accordance
with Government Code section 7.9, Mr. Runner absent, the Board adopted the 2016 private
railroad car roll as recommended by staff.

Mike Harris, Manager, State-Assessed Properties Division, Property Tax
Department, made introductory remarks regarding the 2016 state-assessed property roll
(Exhibit 7.9).

Action: Upon motion of Mr. Horton, seconded by Ms. Harkey and unanimously carried,
Ms. Ma, Ms. Harkey and Mr. Horton voting yes, Ms. Stowers not participating in accordance
with Government Code section 7.9, Mr. Runner absent, the Board adopted the 2016 state-
assessed property roll as recommended by staff.

Administration Deputy Director’s Report

Edna Murphy, Deputy Director, Administration Department, introduced Chris
Holtz, Chief, Business Management Division, Administrative Department, who provided an
update on the Board of Equalization’s fiscal year 2016-17 budget.

Technology Deputy Director’s Report

Brenda Fleming, Chief Information Officer, provided a report regarding the
progress on the CROS project to replace BOE’s two current legacy technology tax administration
systems.

ANNOUNCEMENT OF CLOSED SESSION

The Board recessed at 10:56 a.m. and reconvened immediately in closed session
with Ms. Ma, Ms. Harkey, Mr. Horton and Ms. Stowers present.

CLOSED SESSION

The Board met to discuss settlements (Rev. & Tax. Code §8 6901, 7093.5,
30459.1 and 50156.11) and personnel matters (Gov. Code § 11126(a)).


http://www.boe.ca.gov/meetings/pdf/2016/071416_P5_1_Private_RR_Car_Tax_Rate.pdf
http://www.boe.ca.gov/meetings/pdf/2016/071416_P5_2_Private_Railroad_Car_Roll.pdf
http://www.boe.ca.gov/meetings/pdf/2016/071416_P5_3_State_Assessed_Property_Roll.pdf
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The Board recessed at 11:13 a.m. and reconvened immediately in open session
with Ms. Ma, Ms. Harkey, Mr. Horton and Ms. Stowers present.

Ms. Ma announced the appointment of Richard “Dick” Reisinger, Chief,
State-Assessed Properties Division, Property Tax Department, effective immediately.

The Board adjourned at 11:16 a.m. in the memory of Senator Sharon Runner,
wife of Senator George Runner (Ret.); Paul Jarvis, Tax Technician 111, Customer Service Center;
Susan Dyckes, Senior Information Systems Analyst, Technology Services Department; and,
Senator Marian Bergeson (Ret.), Orange County, who was the first women to serve in both
legislative houses.

The foregoing minutes are adopted by the Board on August 30, 2016.

Note: The following matters were removed from the calendar prior to the meeting: Alan R.
Brayton, 852168; Cesar Z. Lugo, 790947; R.M. Custom Wood Finishing, Inc., 586214 (EA);
Ramon Murguia, 586215 (EA); Paedick Gharapanianse, 568598 (AC); Runt’s Trucking, Inc.,
683822 (FH); ACI Silverise Products, 569300 (EA); 2S Pizza, Inc., 740225 (EA); Jessica Chase,
760013 (AS); and, Update on Bargaining Process.
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