
STATE OF MICIDGAN 

COURT OF CLAIMS 

FORD MOTOR COMPANY, FORD PARTS & 
SERVICES DIVISION, OPINION AND ORDER 

Plaintiff, 

v Case No. 06-000104-MT 
09-00010S-MT 

MICHIGAN DEPARTMENT OF TREASURY, Hon. Michael J. Talbot 

Defendant. 

This case comes before the Court on plaintiffs motion for partial summary disposition 

pursuant to MCR 2.11 6(C)(l 0) . For the reasons stated below, the Court GRANTS plaintiffs 

motion. 

fNTRODUCTION 

Plaintiff Ford Motor Company seeks interest on a tax refund under the revenue act, MCL 

20S.1 el seq. The issue in this case concerns the date that interest on Ford ' s overpayment of tax 

properly began to accrue. Under MCL 20S.30, interest begins to accrue on the amount of the 

overpayment 4S days after either a claim is made or a petition is filed. Ford asserts that it made a 

claim for refund on January 28, 1999, when its representative, PricewaterhouseCoopers (PwC) 

sent to the Department of Treasury two memoranda requesting that the refunds be credited 

against deficiencies that might result from an ongoing audit. The Department argues that Ford's 

claim for refund was made on August 29,2008, when a petition was fi led in the Court of Claims. 
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FACTS 

The substantive facts in thi s matter were set forth at length in the pleadings and briefs 

leading up to this Court' s opinion and order, dated June 1, 2011 , that granted Ford ' s motion for 

partial summary disposition on its industrial processing exemption claim for engineering 

vehicles. That order directed the Department to refund use taxes that Ford had paid on certain 

vehicles used for research and testing that the Court determined were exempt from use taxation. 

The order also required that the Department refund statutory interest. The parties here dispute 

the proper calculation of statutory interest under the order and specifically disagree about the 

date from which interest, after 45 days, began to accrue. The facts relevant to the resolution of 

this matter are summarized in the following timeline. 

January 28. 1999: While Ford was under a use tax audit, Ford provided to 
the Department, through representative PwC, two memoranda outlining the basis 
for Ford 's claim that it had overpaid use tax in connection with certain research 
and test vehicles. Each six-page memorandum detailed Ford' s position, based on 
facts and law, that the use taxes were paid in error and should be properly credited 
or refunded. Ford concluded each memorandum by stating that it intended to fi le 
for a refund of any tax accrued and paid. 

May 3, 2006: The Department issued its Final Audit Determination 
assessing a use tax deficiency based on the denial of an industrial processing 
exemption for research and test vehicles. The assessment was based on the tax 
period from June I , 1993, through November 30, 2001 , and was the result of a 
lengthy audit. 

July 25 . 2006 : Ford paid the Final Assessment under protest and filed suit 
for refund in the Court of Claims. 

August 29, 2008: Ford filed an amended complaint for a claim of refund 
in the Court of Claims. 

June I, 2011: The Court fo und that Ford was correct in claiming that the 
vehicles were exempt from sales and use tax pursuant to the industrial processing 
exemption and entered an order granting Ford's motion for partial summary 
disposition. The Department was ordered to refund the assessed use taxes and 
interest, along with statutory interest accrued with respect to the audit period from 
June I , 1993, through November 30, 2001. 
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Ford 's Posilion 

Ford argues that for the purposes of calculating statutory interest, the date of the claim for 

a refund is January 28, 1999, when it provided the memoranda to the Department. In support of 

its argument, Ford references detail from the memoranda, as well as the testimony of three 

Department employees. The employees, two of whom were auditors involved in the audits in 

question, testified that they understood and recognized that the January 28, 1999 memoranda 

were requesting refunds based on the industrial processing exemption. The testimony also 

showed that the Department made a choice at that time to deny the refund. 

The Department's Position 

The Department argues that Ford did not make a proper claim fo r refund until a petition 

was filed in the Court of Claims on August 29, 2008 . The Department asserts that notice of the 

refund request was not adequate until that point. The Department acknowledges that the January 

28, 1999 memoranda were received, but argues the memoranda failed to reach the threshold of 

specificity required under the statute and its awareness of a potential overpayment is not enough 

to trigger a claim under the statute. Specifically, the Department claims that it needed to know a 

certain, quantifiable amount of claimed refund so that it could adequately respond to the request. 

According to the Department, Ford's statements in the memoranda that it intends to file a refund 

for any tax accrued or paid were not affirmative requests, and Ford needed to provide more than 

an identification of the issue to be litigated (that is, the right to an industrial processing 

exemption under the Michigan sales and use tax acts). 

STANDARD FOR GRANTING SUMMARY DISPOSfTION 

The issues come before the Court in the context of a motion for partial summary 

disposition filed by Ford pursuant to MCR 2. 116(C)(10). A motion for summary disposition 
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under MCR 2.116(C)(1 0) is properly granted if no genuine factual dispute exists and the moving 

party is entitled to judgment as a matter of law. Rice v Auto Club Ins Ass 'n, 252 Mich App 25 , 

31; 651 NW2d 188 (2002). In deciding a motion brought under subrule (C)(l O), a court 

considers all the evidence, affidavits, pleadings, and admissions in the light most favorable to the 

nonmoving party. Id. at 30-31. 

ISSUES AND ANALYSIS 

Tax refunds and interest are determined under the revenue act. MCL 205.1 et seq. MCL 

205.30 provides, in pertinent part: 

(I) The department shall credit or refund an overpayment of taxes; taxes, 
penalties, and interest erroneously assessed and collected; and taxes, penalties, 
and interest that are found unjustly assessed, excessive in amount, or wrongfully 
collected with interest at the rate calculated under section 23 for deficiencies in 
tax payments. 

(2) A taxpayer who paid a tax that the taxpayer claims is not due may 
pet ilion the department for refimd of the amount paid within the time period 
specified as the statute of limitations in section 27a. If a tax return reflects an 
overpayment or credits in excess of the tax, the declaration of that fact on the 
return constitutes a claim for refund. If the department agrees the claim is valid, 
the amount of overpayment, penalties, and interest shall be first applied to any 
known liability as provided in section 30a, and the excess, if any, shall be 
refunded to the taxpayer or credited, at the taxpayer's request, against any current 
or subsequent tax liability .... 

(3) The department shall certify a refund to the state disbursing authority 
who shall pay the amount out of the proceeds of the tax in accordance with the 
accounting laws of the state. Interest at the rate calculated under section 23 for 
deficiencies in tax payments shall be added to the refund commencing 45 days 
after the claim is filed or 45 days after the date established by law for the filing of 
the return, whichever is later. ... [Emphasis added.] 

Meaning of "Claim " or "Petilion " for Refund 

To resolve this matter, the Court must consider the statutory meaning of a "claim" or 

"petition" for refund. When interpreting a statute, the primary goal " is to give effect to the 
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Legislature' s intent, focusing first on the statute's plain language." Malpass v Dep 'I of Treasury, 

494 Mich 237, 247-248; 833 NW2d 272 (20 13). When the words ofa statute are unambiguous, 

the provisions must be enforced as written, and no further judicial construction is permitted. Id. 

at 249. A court may read nothing into an unambiguous statute that is not within the martifest 

intent of the Legislature as derived from the words of the statute itself. Omne Fin, Inc v Shacks, 

Inc, 460 Mich 305, 311; 596 NW2d 591 (1999). However, statutory construction is appropriate 

if the statutory language is ambiguous. Adrian School Dist v Mich Pub Sch Employees 

Retirement Sys, 458 Mich 326, 332; 582 NW2d 767 (1998). In addition, ambiguous tax statutes 

are strictly construed in the taxpayer's favor. Mich Bell Tel Co v Dep'l of TreasUlY, 445 Mich 

470, 477; 518 NW2d 808 ( 1994). 

The statutory terms "claim" or "petition," in the context of MCL 205.30, are ambiguous. 

The Court of Appeals recognized this ambiguity in Lindsay Anderson Sagar Trust v Dept of 

Treasury, 204 Mich App 128; 514 NW2d 514 (1994), and attempted to give meaning to the term 

"claim." In that case, the trustee for the taxpayer, on May 19, 1989, wrote a letter to the 

Department and requested a refund of taxes erroneously paid. The Department later agreed that 

a refund was required, but computed interest only from November 14, 1990, the date on which 

the trustee "provided the information requested by defendant for determining the validity of the 

claim." The Court of Appeals, in deciding that the date of the taxpayer's original letter was the 

correct date to reference for purposes of the accrual of interest, concluded that for purposes of 

MCL 205.30, "a claim is filed when defendant receives adequate notice of the claim." Id. at 132. 

In deciding whether Ford made a claim for refund when it sent the memoranda on January 28, 

1999, this Court will also apply the adequate notice standard. 

Meaning of Adequate Notice 
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A review of the statute and case law reveals that there are no set rules as to what 

constitutes an adequate notice of a refund claim, and the law is unclear on this point. Therefore, 

statutory construction is appropriate to determine the meaning of adequate notice in relationship 

to MCL 205.30. See Adrian School Dist, 458 Mich at 332. 

When engaging in statutory construction, a court must consider the goal of the statute as 

well as any harm the statute was designed to remedy and apply a reasonable construction that 

best carries out the purpose of the statute. Marquis v Hartford Accident & Indemnity, 444 Mich 

638, 644; 513 NW2d 799 (1994). The goal of the statutory requirement that a claim must be 

filed by a taxpayer before interest can begin to accrue on any overpayment is to protect the 

government from wasteful and wmecessary accrual of interest in situations that merit the refund 

of overpayments of tax. To carry out this statutory purpose and ensure that such purpose has 

been fulfilled , the government has an interest in receiving adequate notice of the basis upon 

which a taxpayer asserts its refund claim. Adequate notice to the government in the context of 

the potential accrual of interest ultimately remedies the possibility of harm to the public fisc by 

providing a basis upon which the government can make a meaningful determination and, if 

necessary, refund amounts that are owed to an aggrieved taxpayer. 

In light of the statutory purpose of MCL 205.30, the Court now considers whether, with 

respect to the January 29, 1999 memoranda, Ford gave adequate notice to the Department such 

that it was in a position to take steps that could minimize the accrual of interest. 

The Department, in asserting that adequate notice was not received by virtue of the 

memoranda, interprets adequate notice as "an affirmative request of an amount certain or 
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quantifiable.,,1 However, adequate notice does not hinge on whether the government is in 

possession of enough information to process the claim. Sagar Trusl, 204 Mich App at 131-1 32. 

And while it is true that Ford did not state in its memoranda a specific refund amount, it was 

made clear in the memoranda that if the Department disagreed with Ford's position that the 

vehicles in question were not subject to use tax, Ford would supply documentation necessary to 

establish the amount to be credited. There is no indication in the record that the Department 

requested such documentation which, considering the purpose of MeL 205.30, might have given 

the government opportunity to assess the merits of Ford 's claim, compute the amount of the 

overpayment, and stop the accrual of interest. 

Furthermore, Department employees knowledgeable of the ongoing audit testified that 

they understood the memoranda were requests for refund, understood the basis for the requests, 

and made an internal decision to reject Ford's position. Thus, even if Ford had stated a sum 

certain, that fact would not have altered the Department's decision at the time to deny Ford's 

request for a refund of the tax overpayments. At that point in the audit, the Department was 

wel l-versed on the issues and had enough information on which to base its decision, irrespective 

of the certainty of the amount to be credited . In other words, the Department had adequate 

notice of the claim at that time it received Ford 's memoranda. 

Requiremenl of an Affirmalive Requesl 

Finally, the Department calls attention to two sentences in the memoranda where Ford 

indicates that it intends to file a claim for refund. The Department argues that a statement of 

intent to file a claim in the future is not an affirmative request for a refund claim, and it is 

I Defendant cites no legal authority fo r this interpretation. 
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therefore insufficient notice. In support of its argument, the Department cites NSK Corp Dep 'I of 

TreasUlY, 481 Mich 884; 748 NW2d 884 (2008). The argument lacks merit because the facts in 

NLK Corp are distinguishable. The case concerned whether a taxpayer had to make a separate 

request for a refund in order for interest on the overpayment to accrue or whether mere 

awareness of the overpayment as discovered by the Department was sufficient. There is no 

doubt that under MCL 205 .30, Ford had to make a request for a refund of taxes before interest 

began to accrue. Ford met the separate request requirement by virtue of its memoranda to the 

Department. No other request for the interest must be made. 

A comparable "affirmative request" argument has been made in the context of refund 

claims under the Internal Revenue Code section 6511(b)(1), which directs that no credit or 

refund shall be allowed unless the taxpayer files "a claim for credit or refund" prior to the 

expiration of the statute of limitations period. 26 USC 65 II (b)( I). The Court finds instructional 

the body of federal law developed under United Stales v Kales, 314 US 186; 62 S Ct 2 14; 86 L 

Ed 132 (1941 ), where the " informal claim doctrine" has been applied to resolve the issue of 

whether (and when) a claim for refund has been filed . Under this doctrine, failure of the 

taxpayer to satisfy the formalities for claiming a refund will not be fatal to the claim for refund, 

so long as it provides the government with adequate notice of the basis for the claim. Applying 

the informal claims doctrine, the U.S . Supreme Court in Kales found that a letter written by a 

taxpayer stating that it intended to file a formal claim for refund did not render the notice of the 

refund claim inadequate. The Court noted that the facts of the situation were well-known by the 

government and that the "claim" in the form of a letter gave adequate notice that the taxpayer 

was setting forth a right to a refund. The Court also noted that "use of the future tense in stating 

a claim may, with due regard to the circumstances of makjng it, rightly be taken as an assertion 
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of a present right." Id. at 196. Although federal law is not controlling and Michigan has not 

adopted the informal claim doctrine, the Supreme Court's reasoning in Kales is persuasive here. 

Not only were the facts underlying Ford ' s position well-known to the Department at the time the 

memoranda were received (lending credence to the finding that adequate notice of the basis for 

the claim was received), but the wording that Ford intended to file a claim for refund was an 

assertion of a present ri ght to a refund. Therefore, the claim for refund here does not fail for lack 

of an affirmative request. As in Kales, adequate notice was given to the government at the time 

correspondence from the taxpayer was received. 

CONCLUSION 

Requiring adequate notice of the refund of overpayment of tax gives the government an 

opportunity to assess the validity and merit of the claim, to refund or credit the taxes owed, and 

to stop the accrual of interest. The Department had that opportunity in 1999 when it received 

Ford's detailed memoranda. Ford should not be prejudiced by the Department's misjudgment of 

the val idity of the claims, as evidenced by the Court 's subsequent order and opinion of June I, 

2011 , nor by the Department's corresponding failure to stop the accrual of interest. 

Adequate notice under MCL 205.30 was gIven on January 28, 1999, when the 

Department was made aware ofFord 's claim to a refund . Therefore, Ford 's claim for refund was 

made on January 28, 1999, and with regard to the use tax refunds ordered pursuant to this 

Court's order on June 1,2011 , Ford is entitled to statutory interest beginning March 14, 1999 (45 

days after January 28, 1999). 
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IT [S HEREBY ORDERED Ford's motion for partial summary disposition relating to the 

date on which interest of use tax refund first began to accrue is GRANTED. 

Dated: APR 1 0 2014 
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Hon. Michael 1. Talbot 
Court of Claims Judge 


