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TAXATION SECTION 

CHAIRPERSON 

~~':.~1~~~RHY 
VtCE-CHAtRPERSON 

~A;~::~:;:, 
SECRETARY-TREASURER 

At~~:~:~~:O~AfiE TO: TAXATION SECTION MEMBERS 

FROM: Eugene A. Gargaro, Jr., Journal Chairperson 

Dear Section Members: 

Your response to the survey of Taxation Section 
members in a recent edition of the Tax Journal indicates 
to us that there are a substantial number of interested 
Journal readers. The survey results further indicate that 
there should be additional emphasis of Michigan related 
developments as well as expanded digests of current state 
tax cases. 

Beginning with the next issue, we will attempt 
to respond to the requests of those Tax Section members 
who answered the survey. Patrick A. Keenan, Professor of 
Law at the University of Detroit has assumed the editorial 
responsibility for the Journal and it is our intention to 
continue to upgrade the quality and content of the Tax 
Journal as our Section's primary information publication. 
In addition to legislative and case law developments, the 
Journal will include articles of current interest as well 
as reports on current activities within the Taxation Section. 

Anyone wishing to make contributions for inclusion 
in the Tax Journal should contact Professor Patrick A. Keenan 
directly at the University of Detroit School of Law, 651 E. 
Jefferson Avenue, Detroit, Michigan 48226. 

8;'7.~~ ~. 
~~gene A. Gar~o, ~ 
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Journal Chairperson 
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MINUTES OF REGULAR MEETING OF COUNCIL OF 
TAXATION SECTION OF STATE BAR OF MICHIGAN 

The Council of the Taxation Section met at 4:00p.m., 

February 6, 1980, at the Detroit Bar Association, Detroit, 

Michigan. 

Allan J. Claypool 
Eugene A. Gargaro, Jr. 
Lawrence J. Murphy 
Andrew M. Savel 
Peter s. Sheldon 

James A. Durkin 
John N. Seaman 

Present 

Absent 

Joseph F. Dillon 
John W. McNeil 
Erwin A. Rubenstein 
Lawrence R. van Til 

John G. Gibbons 
Michael L. Robinson 

Also in attendance were Janice B. Shatzman, Liaison 

from MACPA Federal Tax Committee; Richard L. Harden, Liaison 

from MACPA State and Local Tax Committee; and Ernest Getz. 

HINUTES: The Minutes of the November 27, 1979, Tax 

Council meeting were approved as submitted. 

TREASURER'S REPORT: Mr. Claypool reported that the 

Taxation Section Income Statement as of December 31, 1979, 

showed a balance of $13,112.43. 

TAX SECTION JOURNAL: Mr. Gargaro reported on the 

recent Taxation Questionnaire. The Council discussed whether 

the content of the Taxation Journal reflects the $8,166 annual 

expense for publishing the Journal. Mr. Gargaro was authorized 

to take appropriate action to revise the content of the publi-

cation in response to the comments received from the Section 

membership. 
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TAX COURT LUNCHEONS: Mr. Murphy reported on the 

January 16, 1980 luncheon with Judge Cynthia Hall. 

JOINT TAX SEMINAR WITH MACPA: Mr. Savel and 

Ms. Shatzman reported on the tentative program for the next 

Joint Seminar scheduled for June 19, 1980 at the Roma Hall, 

Southfield, Michigan. 

FIFTH ANNUAL TAX INSTITUTE: Mr. Van Til met with 

various Council members, Austin Anderson (Director of ICLE) 

and Jane A. Werner (ICLE Program Assistant) and developed a 

program and list of tentative speakers. 

ANNUAL STATE BAR MEETING: Mr. Sheldon reviewed with 

the Council his proposals for the annual meeting. 

TAX TRIBUNAL: Mr. Van Til and Mr. Getz reported 

on the status of Michigan House Bill 4280 amending the Tax 

Tribunal Act. Appeal by right will not be affected by this 

Bill. The size of the Tribunal will be reduced to five 

members, consisting of two lawyers and anyone else (not 

necessarily an appraiser, CPA, or assessor). One Tribunal 

member is empowered to hear and decide any matter. The Bill 

has passed the house and is before the Senate. The Council 

is concerned about new property tax cases being heard by 

non-lawyers and the potential for politicising the Tribunal. 

Mr. Van Til will closely follow the status of Tax Tribunal 

legislation and consult with the Executive Director of the 

State Bar regarding same. 
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FEDERAL AND LOCAL MACPA TAX CO~~ITTEE REPORTS: 

Brief reports were received from Ms. Shatzman and Mr. Harden. 

LEGISLATIVE REVIEW COMMITTEE: Mr. Sheldon reported 

on his communications with Ben Holdereid. A legislative 

report on pending legislation was reviewed. Sydney Goodman, 

Michigan Revenue Commissioner, has asked the Tax Council to 

review proposed Single Business Tax regulations. Mr. Murphy 

appointed a Committee to accomplish this function, including 

himself, Benjamin 0. Schwendener, Ernest Getz, Louis Kasischke 

and PeterS. Sheldon. John Mitchell, Samuel J. McKim III, 

Loren M. Opper and others will also be invited to join the 

Committee. 

INHERITANCE TAX PROPOSED LEGISLATION: Mr. Savel 

reviewed the status of proposals which the Michigan Department 

of Treasury will submit to the legislature. 

TAX SEMINAR FOR GENERAL PRACTITIONERS: Mr. Dillon 

and Austin Anderson are making plans for the subject seminar. 

NEW BUSINESS: Mr. Murphy noted that the IRS has 

adopted a restrictive and unreasonable position with respect 

to requests for extensions of time to file protest letters. 

The Council intends to join the Tax Committee of the Detroit 

Bar Association in protesting this new procedure. Mr. Savel 

reported on the legislation which is anticipated to repeal, 

carry-over basis. It would provide a 120 day election period 

whereby an executor of a decedent's estate subject to the 

"moratorium on carry-over basis" may elect to treat the estate 
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as one subject to carry-over or to stepped-up basis rules. 

Mr. Murphy reviewed several items of correspondence. The 

Council discussed means whereby the Council and section 

members might assist with energy conservation. 

NEXT COUNCIL MEETING. The next Council meeting is 

scheduled for April 16, 1980, at 4:00p.m., at the University 

Club of Michigan State University, East Lansing, Michigan. 

APPROVED BY: 
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CARRYOVER BASIS: 

THE EXECUTOR'S DILEMMA 

by Andrew M. Savel 

Congress has agreed to the repeal of "Carryover Basis". The 

repeal provision is expected to be part of the Windfall Profits Bill. 

Part of the repeal provision contains an election available to executors 

of estates of decedents who died between January 1, 1977 and November 6, 

1978, 1 The election would allow the executor to have either the old 

"Step-up-in-basis" rules or the carryover basis (COB) rules apply in 

determining the income tax bases of assets received through a decedent. 

This election is an income tax election and has no effect on the computation 

of federal estate taxes computed on such decedents' estates. 

During that period (1/1/77-11/6/78) there were executors who attempted 

to comply with COB and based their sales and distribution decisions thereon. 

It would be unfair, even for the IRS, to retroactively impose different basis 

rules, causing perhaps additional gain to be recognized on sales which have 

already occurred. However, Congress has decided to extend the election to 

all estates occurring during that time, regardless of whether there were 

sales or distributions and whether there was an attempt to comply with COB. 

Therefore, in order to comply with its fiduciary responsibility to 

preserve assets (minimizing taxes) an executor may be required to at least 

attempt to determine the better method of computing the basis of assets. 

Great care must be taken in making the election, since it is irrevocable. 

Furthermore, the election must be made within 120 days after the legis

lation is enacted. Since the Windfall Profits Bill is expected to be enacted 
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shortly, there may be very little time left in which to compile the data 

required to make a proper election. Lastly, the election applies to all 

carryover basis assets in the estate, not just to the assets which have 

been sold, 

PROCEDURAL PROBLEMS 

Before analyzing the various figures there are a number of procedural 

matters to consider, The election, as written, is to be available to 

executors. Some of these "estates" may not have had an 'executor appointed, 

as would have been the case with non-probate "estates", e.g. jointly owned 

assets and funded revocable trusts, Others may have had an executor who has 

already distributed assets and has been discharged, 

If the executor is the only one who ~an make such election will a 

reappointment be necessary to make the election? If the election increases 

the basis of assets previously sold, resulting in a refund of income tax on 

capital gains, will an estate need to be reopened to properly distribute 

such refund? Must a distributee, e.g. a trustee of. a testamentary trust, 

sue a reluctant executor to force him to make the election which would 

clearly benefit the trust? 

Section 2203 referred to in the proposed legislation would appear to 

allow a person in possession of the assets to make the election in the 

absence of an executor. If it can be presumed that any of the distributees 

or beneficiaries of an estate which has been terminated has the right to make 

the election, difficult problems may arise, One distributee may benefit from 

the election while another may be harmed. The election however, applies to all 

assets. Therefore, what effect will the election by one distributee have 

on the other distributees? This may be an argument for limiting the election 

to an executor, who is in a position of determining the overall benefit, 

10 



One of the many problems with COB was the presumed responsibility of 

the executor to consider the tax basis in allocating assets to the various 

beneficiaries, at least where such allocation option was available, e.g. 

pecuniary marital and residuary shares. This responsibility may again be 

present with these estates. What options are available if distributions 

have already been made? Can assets be reallocated without incurring capital 

gains? What about gift tax liability of one beneficiary "exchanging" his 

low basis, but equal value, assets for another beneficiary's high basis, 

but equal value, assets? 

ELECTION PROBLEMS 

In order to make a proper election, at least four values must be 

examined: the decedent's basis, the 12/31/76, "fresh start" value, the 

date of death value and the sales price. 

The decedent's basis will undoubtedly be the most difficult to ascertain 

since many decedents will not have kept adequate records (in spite of the IRS' 

insistence that such records were required in case of eventual sale by decedent). 

Records that were available may have been destroyed or lost under the assumption 

that COB would be repealed and thus not needed. The decedent's basis is 

important for at leas~ two reasons: first, if this basis is higher that the 

12/31/76 value, it may be used to determine loss on eventual sale; second, 

for non-marketable securities which have appreciated in value from purchase 

date to date of death, the decedent's basis is necessary to determine the 

fresh start value since the total appreciation is spread, on a daily basis, 

over the entire period. 2 

The "fresh start" value is generally the fair market value on 12/31/76. 

There are some adjustments to the 12/31/76 value, chief of which is the 

addition of death taxes attributable to the appreciation of 706 value over the 
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12/31/76 value.3 For "marketable" securities, the 12/31/76 value is the mean 

of the high and low, or bid and asked prices quoted that day. For "non

marketable" assets, the 12/31/76 value is determined by spreading the gain 

(date of death value over the decedent's basis), on a daily basis over the 

entire period. The portion of the gain attributable to t.he period from 

the acquisition date to 12/31/76 is added to the decedent's basis to determine 

the 12/31/76 v~lue. For non-marketable assets, the 12/31/76 value thus 

cannot be greater than the date of .death value. The· fresh start value is 

used for gain purposes only. The decedent's basis is used to determine loss. 

There are, of course, significant problems in determining the fresh 

start value, especially for non-marketable assets. This is so partly because 

the IRS never did issue regulations or guidelines regarding a variety of 

issues. If the decedent's basis is unascertainable, the executor can dis

count the date of death.value back to 12/31/76. The discount rate is 

approximately 8% but tables have never been issued. 4 Household property 

of less than $10,000 could get a step up in basis equal to their date of 

death values by making an election on the 706. 5 The method of making this 

election was never finalized. The method of allocating appreciation attri

butable to improvements made to real estate, e.g. a residence, was never 

explained by the IRS. Fresh start value of tax-shelter, "negative basis" 

assets remains a mystery. Furthe.rmore, it is not likely that the IRS will 

promulgate guidelines for determining basis for the relatively small number 

of estates affected, and almost certainly not within 120 days. 

The date of death value should be readily ascertainable if a 706 was 

filed. Of course, if the 706 has not been audited, or is not yet completed, 
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the final date of death value may not be ascertainable, Also if the estate 

were more than $60,000 but estimated to be less than $120,000 (in 1977) or 

$134,000 (in 1978), some appraising may now be required to accurately determine 

the date of death value. 

The sales price should be the easiest of the four values to determine, 

if the asset has already been sold. Of course, most of the assets probably 

have not been sold. It is highly doubtful that an executor could be faulted 

for making the wrong choice if afterward the sales price proves the choice 

wrong. For example, if the decedent's basis was $100, the 12/31/76 value 

was $400, and the date of death value was $300 it would appear that the 

election to use COB would be better since this would permit the higher basis 

of $400. This would be correct if the asset is eventually sold for $500, 

or any amount greater than $40~ since the taxable gain would be $100 as opposed 

to $200 if the old "step up" rules were used ($500-$300). However, if the 

asset eventually sold for $200, the COB would be disadvantageous because 

the 12/31/76 value is used only for gain purposes. The decedent's oasis of 

$100 rs used for loss purposes and, since this does not produce a loss, there 

is neither gain nor loss by electing COB. If the date of death value ("old") 

basis had been selected, a $100 loss ($200-$300) would have been reportable, 

While the executor cannot be held to predicting future events, imminent 

sales perhaps should be considered. 

With potentially four different values to be considered, there are 24 

possible combinations (as indicated in the attached schedule), Unfortunately 

very few practical rules can be derived therefrom. If all possibilities 

were given' equal weight, COB would seem to be the better choice in 14 of 

24 situations. Of course every possibility should not be given equal weight, 

particularly with assets which have rarely depreciated in value, e.g. diamonds. 
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If an asset has shown a consistent increase in value, then the step-up 

to date of death value (old rule) would be the better choice, regardless of 

eventual sale price. Conversely, if the asset has had a consistent decrease 

in value, then C9B would be better. Beyond that, the executor is forced to 

compare all values available. The executor may be tempted to elect 12/31/76 

value, especially if there is a high proportion of marketable assets in the 

estate, since the stock market was so high on that date. However, the effect 

on the non-marketable assets should be considered. Also, ceven if the fresh 

start is greater than date of death value, it can't be used to determine a 

loss. 

There are some practical aspects to consider. The cost of ascertaining 

the decedent's basis may be prohibitive, especially if decedent did not keep 

fairly accurate records. In some cases, the task may be impossible. This 

cost should not be part of the executor's normal or statutory fee. If COB 

is elected, a dual cost system (i.e. basis for gain and basis for loss) will 

be necessary until the asset is sold. Of course, if. the asset is retained 

and i~cluded in a subsequent estate, there will be a completely new basis at 

that time, thereby negating the intermediate work. 

It would seem that the executor should at .least do the following: 

a. Separate COB assets from non-COB assets. Remember that items 

such as insurance, cash, income in respect of a decedent (§691 items) 

etc, are. not subject to the COB rules. 

b. Ascertain the fresh start value, at least on marketable assets and 

compare them to the date of death values. Also compare these values 

to the proceeds of any assets which were sold to date and determine 

any refund of income tax available using this other basis. Remember 

that with COB, there will almost surely be a large gain on flower 
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bonds used to pay FET. There would not have been any gain reported 

under the 11 old" rules, since the proceeds of flower bonds were equal 

to their basis (date of death value). 

c. Determine-whether cost records of all COB assets are available 

and estimate the time and expense involved in ascertaining these 

costs. 

d. Direct a memo to the file indicating the reasons for the election 

(if COB is elected) or reason why the election was not made. 

As indicated earlier, it has taken three years to convince Congress that 

COB was impossible. Now executors are required not only to do the impossible, 

I but also to do it within 120 days. If executors do too good of a job, Congress 

may then be convinced that COB is workable after all. COB may rise again! 

! 
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FOOTNOTES 

1. Election of Carryover Basis Rules by Certain Estates -Notwithstanding 
any other provision of law, in the case of a decedent dying after December 31, 
1976, and before November 7, 1978, the executor (within the meaning of 
section 2203 of the Internal Revenue Code of 1954) of such decedent's 
estate may irrevocably elect, within 120 days following the date of enact
ment of this Act and in such manner as the Secretary of the Treasury shall 
prescribe, to have the basis of all property acquired from or passing 
from the decedent (within the meaning of Section 1014(b) of the Internal 
Revenue Code of 1954) determined for all purposes under such Code as though 
the provisions of Section 2005 of the Tax Reform Act of 1976 (as amended 
by the. provisions of Section 702(c) of the Revenue Act of 1978) applied to 
such property acquired or passing from such decedent. 
Crude Oil Windfall Profits Tax Act, Title IV, Section 40l(d). 

2. Tax Reform Act of 1976, Act. Sec. 2005(a)(2); IRC Sec. 1023(h)(2). 

3. TRA '76, Act. Sec. 2005(a)(2); IRC Sec. 1023(c)-(e). Revenue Act of 1978, 
Act. Sec. 702(c). 

4. Revenue Act of 1978, Act. Sec. 702(c); IRC Sec. 1023(h)(3). 

5. TRA '76, Act. Sec. 2005(e)(Z); IRC Sec. l023(b)(3). 
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CCMPARISON OF GAIN/LOSS USING 

COB vs. DATE OF DEATH BASIS 

' 
FRESH 

DECEDENT'S START DATE OF SALES COB D/D 
BASIS 12/31/76 DEATH VALUE PRICE GAIN/LOSS GAIN/LOSS 

l. 100 200 300 400 200 100 

2. 100 200 400 300 100 (100) 

3. 100 300 200 400 100 200 

4. 100 300 400 200 -0- (200) 

5. 100 400 200 300 -0- 100 

6. 100 400 300 .200 -0- (100) 

l 
7. 200 100 300 400 200 100 

8. 200 100 400 300 100 (100) 

9. 200· 300 100 400 100 300 

l 10. 200 300 400 100 (100) (300) 

11. 200 400 100 300 -0- 200 

+ 
12. 200 400 300 100 (100) (200) 

13. 300 100 200 400 100 200 

14. 300 100 400 200 (100) (200) 

15. 300 200 100 400 100 300 

J 
16. 300 200 400 100 (200) (300) 

17. 300 400 100 200 (100) 100 

18. 300 400 200 100 (200) (100) 

19. 400 100 200 300 (100) 100 

20. 400 100 300 200 (300) (200) 

21. 400 200 100 300 (100) 200 

22. 400 200 300 100 (300) (200) 

I 
23. 400 300 100 200 (200) 100 

24. 400 300 zoo 100 (300) (100) 

t 
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M-1211 ,.77) 
DOCUMENTATION FORM 

MJCHtaAN DEPARTMENT OF TREASURY 

POLICY STATEMENT 
Subject 

INHERITANCE TAX, 

~:~ 
POWERS OF APPOINTMENT 

Purpose 

TO PROVIDE GUIDELINES FOR COMPUTATION 

Slg~l App•o•lng Official EFFECTIVE UNTIL 

v/,./_,.;~ 2-1-83 , y_ 
Number I .""i ol EffKIIw Date 

EC-65002 4 2-1-80 
Replace• Number I Page ol Etfectiw Date 

NEW 
Addressed To 

OF INHERITANCE TAX ON TRANSFERS IN TRUST INHERITANCE AND INTANGIBLES TAX DIVISION 
WHICH INCLUDE LI~6- ESTATES, REMAINDERS, INHERITANCE TAX SECTION 
AND-POWERS OF APP INTMENT PROBATE COURTS 

Refer to: 

CC-65001 

I. Life Estates and Remainders. There are instances where a 
decedent has created a trust, either by will or other trust 
instrument, which provides for payment of income to a per-
son for life with the remainder to persons or class of 
persons named in the· governing instrument. Such a trust 
may also provide for the encroachment of trust principal 
under various circumstances. The following guidelines 
apply when determining Inheritance Tax in such instances: 

A. Transfer of life interests. The transfer of life inter-
est is always taxable at the death of the decedent. 

1. The value of the life interest is determined by 
applying the Michigan Department of Treasury 
Present Value tables. (See Chart CC-65001.) 

2. The applicable rate of tax imposed is determined 
by the relationship between the decedent and the 
beneficiary of the life interest. 

B. Remainders. The transfer of the remainder is taxable 
at the death of the decedent using the Michigan Depart-
ment of Treasury Present Value tables, unless the 
personal representative elects to defer the tax t.inder 
Section 7 of the Act. 

II. Life Estates and Powers of A~~ointment. There are other 
instances where a decedent has created a trust, either 
by will or other trust instrument, which provides for 
payment of income to a person for life with the remainder 
subject to a power of appointment. Such a trust may also 
provide for the encroachment of trust principal under 
various circumstances. The following guidelines apply 
when determining Inheritance Tax in such instances: 

A. Lifetime general EOWers of a~Eointment. Where the 
beneficiary is given a life interest and a general 
power of appointment which is presently ~er£isable 
by the beneficiary, the entire transfer..Jun=o.t is 
taxable at t_he death_ oLtlia_de.cedenLaL _ ut-
right transfer.Qf_ the entire trust principal-bad 
been made by the deceaent to the life beneficiary. 

dv 6 4.2 
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DOCUMENTATION FORM 
MICHIGAN DEPARTMENT OF TREASURY of 

I
Effectl.,.. Date 

?.1.-on 
POLICY STATEMENT Replace• Number Page of 

NEW 

1. The tenn "general power of appointment" means a 
power exercisable in favor of the donee, his 
estate, his creditors or the creditors of his 
estate, whether or not it is exercisable in 
favor of others. A power to appoint to any per
son or a power which is not expressly restricted 
as to appointees is a general power. A power 
may be general as to some property and not to 
other propertY. In such an event the rule re
cited above is applicable only to the property 
subject to the general power. The tenn "poWer 
of appointment" includes all powers which are in 
substance and effect powers of appointment (such 
as a power of withdrawal) regardless of the no
menclature used. 

2. A power of appointment is 'presently' exercisable 
whenever the creating instrument does not mani
fest an intent that its exercise shall be solely 
by will or otherwise postponed. 

3. Any encroachment or lifetime appointment of trust 
principal during the life of the income benefi
ciary is not a taxable transfer. 

4. Upon the death of the life beneficiary, any 

t Effective Dlte 

transfer of remainj~ property to any re~ 
maindennan, or appointee, or taken in default~iL-
taxable tram;fer fr.run._the.Jlfuenefici~r.Y to 
tlle recipient. 

a. The value of the taxable transfer is the 
value of the trust property· as of the death 
of the income beneficiary. 

b. The applicable rate of tax imposed is deter
mined by the relationship of the income 
beneficiary to the recipient of the trust 
property. 

B. All otner powers of appointment. Where the beneficiary 
1s given a life 1nterest and either (a) a lifetime power 
of appointment, (other thana general power of appoint
ment to which II-A applies), or (b) a testamentary 
power of appointment, the transfer in trust is taxable 
only as a transfer of a 1 ife interest according to I-A 
above. The transfer of the balance of the trust which 
is subject to such power of appointment is not a taxable 
transfer at the death of the decedent. -

L------------------------------------------------------
md 6 4.5 
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DOCUMENTATION FORM 
MtCHIGAN DEPARTMENT OF TREASURY Number or Effec:tive Date 

EC-65002 4 2-1-80 
POLICY STATEMENT Replaces Number I Page or Effective O.te 

NEW 

1. Any encroachment of principal by the trustee during 
the life of the life beneficiary made pursuant to 
the will or governing instrument is not a taxable 
transfer. -

2. Upon the death of the life beneficiary, any trans
fer of remaining trust property to any appointee 
or taker in default is a taxable transfer from the 
life beneficiary to the recipient. 

a. The value of the taxable transfer is the value 
of such trust property as of the death of the 
life beneficiary. 

b. The applicable rate of tax imposed is determined 
by the relationship between the 1 ife beneficiary 
and recipient of the trust property. 

3. The personal representative of the decedent may 
elect, if the will or other governing instrument 
permits such an election, to treat the transfer of 
the remainder interest as a taxable transfer to 
the persons who would be the takers in default had 
the life beneficiary died on the date of deceQent's 
death without exercising the power of appointment. 

a. The applicable rate of tax imposed is then 
determined by the relationship between the 
decedent and takers in default. 

b, Upon the death of the life beneficiary, any 
transfer of remaining trust property to any 
appointee or taker in default is not considered 
a taxable transfer. -

4. Where the Michigan "additional estate tax" is 
imposed to equal the maximum credit for state death 
taxes on the decedent's federal estate tax return 
and this tax exceeds the amount of tax on the 
transfer of the life interest as provided above, 
the excess is allowed as a reduction of the tax 
imposed under II-B-2 above. 

III. Miscellaneous. 

dv 6 4.7 

A. For the purpose of these guidelines, a power given to a 
life beneficiary to appoint no more than the greater 
of $5,000.00 or 5% of the trust each year, on a non
cumulative basis, (a so-called "5 x 5" power), is 
considered incident to the life interest and is not 
considered to be a taxable transfer either on the 
death of the decedent or on the exercise of such 
power. 
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DOCUMENTATION FORM 
MICHIGAN DEPARTMENT OF TREASURY Number I •••• of Effective Date 

EC-65002 4 4 2-1-80 
POLICY STATEMENT Replaces Number .... of EtfectiWI Date 

NEW 

B. These guidelines apply to transfers made pursuant to 
either inter vivos or testamentary instruments. 

c. No tax is imposed on any transfer made by a non-
Michigan resident except to the extent the transfer 
consists of real property and tangible personal 
property located in the State of Michigan. 

D. The lifetime exercise of any power of appointment 
by a beneficiary which is made before death as 
provided in Subdivision Third of Section 1 of the 
Act is a transfer taxable according to II-B-2 
above. 

E. The lapse of a "5 x 5" power in the year of death of 
a beneficiary is a taxable transfer. 

I' 
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REPORT ON PENDING LEGISLATION 
1/9/80 - 3/6/80 

TAXATION - MOTOR FUEL TAX ACT - EXTENDS EXPIRATION DATE ON 
DIESEL FUEL TAX 
Extends sunset date on 9¢ per gallon tax on diesel fuel from 
Jan. 1. 1980 to March 31, 1980. 
Amends Sec. 22, Act 150, P.A. 1927, (C.L. 207.122) of the 
Compiled Laws of 1970. 
Introduced by Sens. Corbin and Plawecki. 

TAXATION - SEVERANCE TAX ACT - INCREASES TAX RATE 
Increases the severance tax on natural gas to 5% and Oil to 
6.6%. Revenues to be used for the Home Heating Fuel Assietanc~ 
costs incurred under the State Income Tax Act. Effective 
1-1-80. 
Amends Sees. 3 & 14, Act 48, P.A. 1929, (C.L. 205.303, etr.) 
of the Compiled Laws of 1970 .• 
Introduced by Reps. Bullard, Allbritten, Scott, V. Smlth, Kel~E) 
Trim, Matheiu, M. Brown, Jondahl, Watkins, Tomboulian, Bur\chaltc 
J. Young, Harrison, Padden, Clodfelter, Bennane, Law, Bennett, 
Rocca, Dodak, Vaughn, Conroy, Vanek, McCollough, Lege1, 
Cramton, R. Smith, Evans, Barcia, Dutko, DeBeaussaert, 
Anderson, Ryan, T. Brown, Wilson, O'Neill and Owen. 

TAXATION - INCOME TAX ACT OF 1967 - TAX CREDIT - PBS 
Allows a taxpayer to claim a tax credit equal to 50% cf th~ 
aggregate amount of charitable contributions made to a pub;l, 
broadcast station, as defined, which is not affiliated with 
an institution of higher education. Specifies reporting 
requirements for institutions of higher education regarding 
contributions made through nonprofit corporation funds, 
foundations, and trusts, etc. 
Amends Sec. 260, Act 281, P.A. 1967, (C.L. 206.26u) of tht; 
Compiled Laws of 1970. 
Introduced by Rep. Jacobetti, 

·SOURCE: Michigan Association of Certified Public Accountants 
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ESB 733 I.E. 12-28-79 
TAXATION - MOTOR FUEL TAX ACT - EXTENDS EXPIRATION DATE ON 
DIESEL FUEL TAX 
Extends sunset date on 9~ per gallon tax on diesel fuel from 

, 

Jan. 1. 1980 to March 31, 1980. 

EHB 4730 I.E. 12-28-79 
TAXATION - SEVERANCE TAX ACT - INCREASES T&X RATE 

• Increases the severance tax on natural gas to 5% and on Oil 
to 6.6%. Revenues to be used for the Home Heating Fuel 

I 
l 
~ 
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Assistance costs incurred under the State Income Tax Act. 
Effective 1-1-80. 

EHB 4492 1-2-80 
TAXATION - INCOME TAX ACT OF 1967 - TAX CREDIT - PBS 
Allows a taxpayer to claim a tax credit equal to 50% of the 
aggregate amount of charitable contributions made to a public 
broadcast station, as defined, which is not affiliated with 
an institution of higher education. Specifies reporting 
requirements for institutions of higher education regarding 
contributions made through nonprofit corporation funds, 
foundations and trusts, etc. 
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TAXATION - GENERAL SALES TAX ACT - EXEMPTIONS - DEALERS - GAS-A-HOL - REV. DIV. - DM & B -
GOV -CONSUMERS - SERVICE STATION DEALERS ASSOC. -DISTRIBUTORS -OIL CO's - MOGA -

MPA -MOTORISTS - CPA's - ATTYS. 
H B. 0 5450 - Rep. McCollough, 
E;empte Gae.-A-Hol -from Sales Tax. 
Amends Seo. 4a, Act 167, P.A. 1933 (C.L. 205.54a) of the Compiled Laws of 1970. 

Comml t tee on Taxation. 

TAXATION - USE TAX - EXEMPTIONS - DEALERS - GAS"A-HOL - REV. DIV. - DM & B - GOV - • 
MOGA - MPA -MOTORISTS -CPA'S - ATTYS. -CONSUMERS -SERVICE STATION DEALERS ASSOC. - ~ 
DISTRIBUTORS - OIL CO'S. 
H. B. Q 5451 - Rep. McCollough. 
Exempts Gas-A-Hol from Use Tax. 
Amends Sec. 4, Act 94, P.A. 1937 (C.L. 205.94) of the Compiled Laws of 1970. 

Committee on Taxation. 

TAXATION - INCOME TAX ACT OF 1967 - HOMESTEAD PROPERTY TAX CREDIT - TAXPAYERS - INCREASES -
REV. DIV. - DM & B - GOV - SENIOR CITIZENS - AARP - STATE TREAS - AL LEE - FINANCIAL 
1 NSTI TUTI ONS - EMPLOYERS - LOCAL GOVTS - SBM - ATTYS, 
H. B. II 5452 - Reps. Bennett & ~elsey. 
Jn.:reases homestead property tax credit from 60% to 75% of the amount by which the 
prcp"'rty taxes exceed 3.5% of the claimant's> total household income, etc. 
Amends Sec. 522, Act 281, P.A. 1967 (C.L. 206.522) of the Compiled Laws of 1970. 

TAXATION - THE GENERAL PROPERTY TAX ACT - SCHOOL TAXES - SENIOR CITIZENS - EXEMPTS -
SCHOOL DISTRICTS - DM & B - GOV - ASSESSORS - REV. DIV. - STATE BOARD OF EDUCATION -
DEPT~-OF EDUCATION - FINANCIAL INSTITUTIONS - AARP - SBM - ATTYS. 
H B. II 5453 - Reps. Bennett &: Kelsey. 
Provides for persons over 65 years of age to be exempt from taxes assessed for 
st:hool purposes. Effective for all tax years beginning January 1, 1980. 
Amends Act 206, P.A. 1893 (C.L. 211.1 to 211.157) of the Compiled Laws of 1970 by adding 

se::t I on 7j. • 
Comml t tee on Taxation. 
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TAXATION - INCOME -TAX ACT OF 1967 - TAX CREDIT - TAXPAYERS - PUBLIC BROADCAST STATION 
CONTRIBUTIONS - REV. D!V. - DM & B - GOV - SCHOOL DIST~R.rCTS - LOCAL GOVTS - PBS -
STATE BOARD OF EDUCATION - DEPT. OF EDUCATION - MEA - MFT - STUDENTS - SBM - ATTYS. 
S.B. I 935 - Sen. Kammer. 
A taxpayer may claim a tax credit for SOX of his aggregate contributions to a public 
broadr.ast station, which is not affiliated with a public elementary or secondary school 
in this state. 
Amends Sec. 260, Act 281, P.A. 1967 (C.L. 206.260) of the Compiled Laws of 1970. 
Committee on Finance. 

TAXATION - GENERAL SALES TAX ACT - GROSS PROCEEDS - TAXPAYERS - EXEMPTIONS - INDUSTRY -
LOCAL GOVTS - STATE TREAS - SBM - ATTYS. - AL LEE 
S.B. II 936- Sen. Finance. 
"Gross proceeds" does not include an amount received or billed by a taxpayer for the 
Manufacturers Excise Ta.x imposed by Ch. 31, Ch. 32, and Subchapter B. of Ch. 33 of 
the Internal Revenue Code, on an item subject to taxation under this act when sold at 
retail. 
Amends Sec. 1, Act 167, P.A. 1933 (C.L. 205.5) of the Compiled Laws of 1970. 
Committee on Finance. 

TAXATIO~ - MOTOR FUEL TAX ACT - DIESEL FUEL TAX - TAXPAYERS - STRIKES EXPIRATION 
DATE - REV. DIVISION- DM & B - GOV - TRUCKERS -MANUFACTURERS - SEC. OF STATE -
INDUSTRY - BUSINESS - LOCAL GOVTS. - STATE TRANSPORTATION DEPARTMENT - STATE TREAS. -
Al lEE - SBM - ATTYS. 
S.B. 11 970 - Sen. Corbin. et al. 
Strikes Harch 31, 1980 expiration date for the 9~ per gallon tax on diesel fuel 
in this state. 
Amends sec. 22, Act 150, P.A. 1927, (C.L. 207.122) c.f the Compiled Laws of 1970. 
Commit tee on Finance. 

TAXATION - CITY INCOME TAX ACT - DEDUCTIONS - TAXPAYERS - DOUBLES - CITY TREAS. - DM & B -
GOV - CITY GOVTS - BUSINESS - INDUSTRY - DPA' S - IRS - FINANCIAL INSTITUTIONS - SBM -
ATTYS. 
~5499 - Reps. S. Stopczynski, T. C. Stopczynski, Hoffman, et al. 
A ta"'l'payer may deduct $1,200.00 for each dependent in determining city income tax 
liabllHy (vice $600.00). 
Amends Sec. 31, Ch. 2, Act 284, P.A. 1964 (C.L. 141.631) of the Compiled Laws of 1970. 
Ccmm1ltEe on Taxation. 
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TAXATION - GENERAL SALES TAX ACT - EXEMPTIONS - SOIL CONSERVATION DISTRICTS - TANGIBLE PERSONAL 
PROPERTY/NONCOMMERCIAL PRODUCTION - REV. DIVISION - DM&B - GOV - RETAILERS - AGRICULTURE -
PROPERTY OWNERS - FARMERS - DNR - LOCAL GOVTS. - LAW ENFORCEMENT - FINANCIAL INSTITUTIONS -
SBM - ATTYS. 
H. B. II 5538 - Reps. Kennedy & Gnodtke. 
Exempt& the sale of tangible personal property devoted solely to noncommercial production, 
-whlCh ts sold to a member of the board of directors of a soil conservation district. 
Amends Sec. 4a, Act 167, P.A. 1933, (C.L. 205.54a) of the Compiled Laws of 1970. 
Committee on Taxation. 

TAXATION - INCOME TAX ACT OF 196 7 - TAX CREDIT - TAXPAYERS - DOG OR CAT NEUTERING - REV. 
DIVISION- DM&B- GOV -HUMANE SOCIETY- LOCAL GOVTS. -VETERINARIANS - LAW ENFORCEMENT
FINANCIAL lNSTITUIONS - SBM - ATTYS. 
H. B. II 5539 - Reps. Barcia, Busch & Dutko, et al. 
A taxpayer may claim a credit against state income tax liability for 50% of the actual cosrs 
incurred for the spaying or neutering of up to 2 dogs or cats (or a combination of same) 
dur ir.g the tax year. 
Amends Act 281, P.A. 1967, (C.L. 206.1 to 206.532) of the Compiled Lawa of 1970, adds Sec. 
264, 
Committee on Taxation. 

TAXATION THE MICHIGAN LIQUOR CONTROL ACT - BEER TAX - MANUFACTURERS - EXEMPTIONS -
LCC - OH & B - GOv - BEER DRINKERS - STATE TREAS. - REV. DIVISION - LAw ENFORCEMENT -
LOCAL GOV1 S. - SBM - ATtYS. -
H.B. 0 5545 - Reps. Ogonowski, T.C. Stopczynski, Randall, et al. 
The tax levied on beer shall not be collected with respe,ct to beer which is consumed 
on the premises of the manufacturer or which is damaged in the process of brewing, 
packaging and storage and is not offered for sale. (exemption does not apply to 
beer ~old in a taproom maintained by the brewer for the purpose of selling al~oholic. 
beverages to the public). 
Amends sec 40, Act. 8, P.A. of the Extra Session of 1933, (C.L. 436.40) of the Compiled 
Laws of 1970. 
Conunit tee on Liquor Control. 
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TAXATION - SPECIAL ASSESSMENT DEFERMENT ACT - ELEGIBILITY - TAXPAYERS - INCOME 
LIMIT - LOCAL GOVTS. - DM & 8 - GOV - FINANCIAL INSTITUTIONS - EMPLOYERS - LAW 
ENFORCEMENT - SBM - ATTYS. -
S.B. # 1021 - Sen. Ceake, et al. 
Increases income limit to be eligible for special assessment payment deferral 
under this Act from $6,000.00 to $10,000,00. 
Amends sec. 3, Act 225, P.A. 1976, (C.L. 211. 763) of the Compil,ed Lawa of 1970. 
Committee on Finance. (Same As H.B. I 5211--ll-15-79) 

TAXATION - THE GENERAL PROPERTY TAX ACT - DELINQUENT TAX PROPERTY - LOCAL GOVTS. - INCREASES 
INTEREST RATES - LOCAL TREAS. - DM&B - GOV - PROPERTY OWNERS - FINANCIAL INSTlTUTlONS - COUNTY 
BOARDS OF COMMISSIONERS - REAL ESTATE - MREA ~ SBM - ATTYS. 
S. B. # 1040 - Sen. Corbin. 
Provides for increased interest rates on taxes on land returned as delinquent, and delinquent tax 
sales; and increases the interest on revolving fund notes issued by a county board of commission
er~, ~~c. 

Amends oecs. 59, 60, 74 & 87c, Act 206, P.A. 1893, (C.L. 211.59, etc.) of the Compiled Laws of 
1970. 
Committee on Finance. 

TAXATION - SINGLE BUSINESS TAX ACT - INSTITUTIONS OF HIGHER EDUCATION CONTRIBUTIONS - INSTITU
TIONS OF HIGHER EDUCATION - REPORT - NONPROFIT CORPORATIONS - DM&B - GOV - COURTS -
CONTRIBUTORS - LAW ENFORCEMENT - LOCAL GOVTS. - FINANCIAL INSTlTUTIONS - STUDENTS TAXPAYERS-
SSM - ATTYS. 
S. 8 # 1037 - Sen. Corbin, et al. 
Requires institutions of higher learning hwich receive contributions through nonprofit corpora
tions, funds or trusts, organized and operated excluselively for the benefit of the 1nsti[ut1on, 
to make an annual report to the chairpersons of certain specified House and Senate standing 
committees. Report must indicate in what manner the contributions are being used, etc. 
AmePds Sec. 38, Act 228, P.A. 1975, (C.L. 208.38) of the Compiled Laws of 1970. 
Comm1 ttee on Finance. 
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TAXA1ION - INCOME TAX ACT OF 1967 - TAX CREDIT - TAXPAYERS - MOTOR VEHICLE REGISTRATION 
FEFS- REV. DIVISION- DM&B- GOV- SENIOR CITIZENS - PARAPLEGICS - QUADRIPLEGICS - SEC. OF 
STATE - LOCAL GOVTS. - AARP - AAHP - SBM - ATTYS. 
H. B. II 5569- Reps. Scott, Bennane & Vanek. 
A 6E.nior c.ltizen, paraplegic or a quadriplegic shall be entitled to a credit against the 
state 1ncome tax· liability, by the amount by Which the motor vehicle registration fees as 
prP.s.:.nbed in the Michigan Vehicle Code, plus the property taxes on his homestead exceeds the 
percentage of the claimant 1 s total income for the taxable year according to the specified 
schedule. 
Amends s~c. 522, Act 281, P.A. 1967, (C.L. 206.522) of the Compiled Laws of 1970. 
Comm~ttee on Taxation. 

TAXATION - SJNGLE BUSINESS TAX ACT - TAX LIABILITY AVERAGE - TAXPAYERS - STRIKES EXPIRATION 
!lATE - REV. DIVISION- DM&B- GOV- BUSINESS - INDUSTRY- STATE TREAS. - ALLEE- MERCHANTS
lOCAL GOVTS. - FINANCIAL INSTITUTIONS - SBM - ATTYS. 
H. B. II 5570- Reps. T. Brown, Trim & Vanek. 
SrnkE>s Dec. 31, 1982 expiration date of subsection dealing with the percentage of the tax base 
used tc compute the 5 year tax liability of the taxpayer, etc. 
Amends S<c. 57, Act 228, P.A. I975, (C.L. 208.57) of the Compiled Laws of 1970. 
Ccmm1 ttee on Taxation. 

TAXATlON - SINGLE BUSINESS TAX ACT - TAX CREDIT - TAXPAYERS - ENERGY CONVERSION DEVICES -
RfV. DlVJSlON- DM&B- GOV- CONSTRUCTION TRADES -ARCHITECTS -MANUFACTURERS - PUBLIC 
l'TILITJES - BUSINESS - INDUSTRY·- DEPARTMENT OF COMMERCE- SBM- ATTYS. 
H. B. II 5571 - Reps. Bullard, Bennane & Tomboulian, et al. 
Provides for a taxpayer who is not subject to taxation under the State Income Tax Act to be 
al!-:·wt:d a tax credit agalnst SBT for the purchase and installation of a solar, wind, wood or 
watft' energy conversion device in a building which is owned or leased in this state by the 
taxpayer. Effective 1-l-80. Expires 12-31-90. 
Am•rds Act 228, P.A. 1975, (C.L. 208.1 i:o 208.145) of the Compiled Laws of 1970, adds Sec. 
38a. 
Committee on Taxation. 

TAXATION - INCOME TAX ACT OF I96 7 - DEDUCTIONS - TAXPAYERS - INCREASES RETIREMENT - REV. 
DIVISION - DM&B - GOV - EMPLOYERS - EMPLOYEES - FINANCIAL INSTITUTIONS - STATE TREAS. - AL LEE _ 
AARP - SENIOR CITIZENS - SBM - ATTYS. 
H. B. 0 5584 - Rep. LaLonde. 

Increases the deductions a taxpayer may claim for retirement or pension benefits, 
Amends Sec. 30, Act 281, P.A. I967, (C.L. 206.30) of the Compiled Laws of 1970. 
Committee on Taxation. 
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Mobil Oil Corp. v. Commissioner of Taxes of Vermont 

U.S. Supreme Court, 63 L.Ed. 2d 510 

ISSUE: State Taxation of Foreign Source Income 

A New York corporation's receipt of dividend income 
from its foreign subsidiaries was includible in income subject 
to apportionment for state of Vermont income tax purposes. 
It was shown that taxpayer's foreign source dividend income was 
derived from activities related to the taxpayer's integrated 
petroleum marketing business carried on in the state of 
Vermont. It was also found that in the absence of a showing 
by the taxpayer that such foreign operations were unrelated 
to the business it carried on in the state of Vermont, that 
a distinct nexus existed between this fereign source income 
and the corporation's in-state activities. 

It was also held that the includibility of foreign 
source dividend income of a New York corporation in its income 
subject to apportionment for state of Vermont income tax pur
poses was not violative of the Interstate Commerce Clause of 
the United States Constitution in the form of multiple taxation. 
Since Vermont demonstrated that it taxed income rather than 
ownership, Vermont's interest in taxing an apportioned share of 
the taxpayer's foreign source dividend income could not be 
shown to conflict with any interest of the taxpayer's state 
of commercial domicile. 
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City of Troy v. Sperry Vickers; City of Troy v. 
Cleveland Pneumatic Tool Company 

Michigan Tax Tribunal - Docket Nos. 25930 and 25931 
February 14, 1980 

ISSUE: Personal Property Tax Status of New and Used Machinery 

The Tribunal considered the personal property tax 
status of new machinery being built pursuant to customer 
specifications, but in an unfinished state. The fact that 

·construction remained to be completed precluded the machinery 
from being considered as depreciable property for federal 
income tax purposes due to the fact that the machinery as of 
the personal property tax date could not be employed for its 
intended use. The Tribunal concluded that the machinery was 
properly categorized as "goods in process or raw materials 
of a manufacturing business" and was therefore exempt from 
personal property taxation. 

With respect to completed machinery undergoing alteration 
or repair pursuant to customer specifications, such a status 
did not render the machinery valueless for federal income tax 
purposes and such machinery continues to be depreciable property. 
Thus, the machinery under these facts was held to be subject 
to personal property taxation. 
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Production Land Company d/b/a Sail Haven v. Harrison Township 

Michigan Tax Tribunal, Docket No. 14351, October 2, 1979 

ISSUE: True Cash Value of Marina For Real 
Property Tax Purposes. 

The Tax Tribunal found that the taxpayer, the owner 
and operator of a boat marina, carried its required burden 
of proof in establishing the true cash value of the marina 
facility for 1976 real property tax purposes as the taxpayer's 
1973 purchase price for the property. In so finding, the Tax 
Tribunal adjusted the 1973 purchase price by an inflationary 
factor. The taxpayer's proofs evinced the fact that there 
were no significant improvements at the marina, no fuel pumps, 
refurbishing facilities or commercial stores. The assessor 
utilized the cost approach relative to the 1976 tax year. 
With respect to the 1977 and 1978 tax years, the taxpayer 
failed to appeal assessments for those years to the Board of 
Review, and was therefore precluded from further appeal 
to the Tax Tribunal. With respect to the 1979 tax year, the 
taxpayer failed to provide the Tax Tribunal with sufficient 
evidence to overcome the assessment and, accordingly, the 
assessment on the tax roles for the tax year 1979 was sustained 
by the Tax Tribunal. 
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Retirement Homes of the Detroit Annual Conference of the United 
Methodist Church, Inc. v. Sylvan Township, Washtenaw County 

Michigan Court of Appeals, 92 Mich. App. 560 

ISSUE: Was There Sufficient Charitable Use of Propertr 
to Qualifr for Tax Exemption. 

A nonprofit corporation sought tax exempt status 
for an apartment village which it owned consisting of a 
community center and residential units. The corporation 
argued that the residential units complimented its tax 
exempt licensed nursing facility and home for the aged 
by providing a better mix of residents and patients at 
these facilities and that such activities were well within 
the corporation's stated charitable purposes. The Tax 
Tribunal denied the corporation's claimed tax exempt status 
for its real and personal property and ruled that the apart
ment complex did not constitute an integral or component 
part of the retirement project and that the apartment complex 
was not licensed as was the retirement project. 

In reversing the Tax Tribunal's decision, the Court 
of Appeals held that the standard relied upon by the Tax 
Tribunal i.e. "proof beyond a reasonable doubt" was incorrect 
and that the Tax Tribunal should have employed the "proof · 
by a preponderance of the evidence" standard in ruling 
upon the tax exemption request. The court further held 
that state licensing alone of the retirement home is not 
the sole criteria to determiqe a charitable use nor would 
the collection of fees to defray the cost of services necess
arily change a charitable use to a non-charitable use. 
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Covert Township Assessor v. State of Michigan 
and Consumers Power Company 

Michigan Supreme Court, 407 Mich. 561 

ISSUE: Qualification For Tax Exemption Certificate 
Under Michigan Air and Water Exemption Acts. 

A public utility sought tax exemption certificates 
pursuant to the state's Air Exemption Act (Sees 336.1-336.8) 
for its air pollution control facilities at a nuclear plant 
and in addition a tax exemption certificate under the state's 
Water Exemption Act (Sees 323.351-323.358) for water pollution 
control facilities at a utility owned power plant. The Michigan 
Supreme Court held that there was competent, material and sub
stantial evidence in the record below to support the State 
Tax Commission's finding that certain of .the taxpayer's fac
ilities at the nuclear plant site did in fact qualify for 
tax exempt status under the Air Exemption Act. The assessor 
had argued that the nuclear power plant's air pollution control 
facilities could not qualify for tax exempt status since such 
facilities are not subject to either control or inspection by 
a state agency as required by the Act and rules promulgated 
thereunder. 

The court held, however, that the intent and purpose 
of the Act is to control and prevent air pollution in Michigan 
and that the Act contemplates that federal agencies or other 
governmental units may have authority over control of air 
pollution. Accordingly, the court found that it is not essen-
tial that the State Tax Commission have control over all activities 
regulating air pollution, but that the State Tax Commission 
could cooperate with other governmental agencies in an effort 
to carry out the ,intent and purpose of the law. 

With respect to the water pollution control facilities 
at the nuclear plant site, the court classified such facilities 
as real property and, thus, ineligible for tax exempt status 
under the Water Exemption Act. The court indicated that the 
fact that the public utility had failed to report such facilities 
on its personal property tax statements for the years at issue 
was compelling evidence to support the finding that water pollution 
control facilities are real and not personal property for tax 
purposes. 
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Johnson Furniture Company v. City of Grand Rapids 

Michigan Tax Tribunal - Docket No. 26522 
October 5, 1979 

ISSUE: Cash Value of Furniture Company's Factory and Equipment 
for Real and Personal Property Tax Purposes ' I At issue before the Tax Tribunal was the valuation 

for real and personal property tax purposes of the taxpayer's 
antiquated and inefficient plant manufacturing facilities, as 
well as equipment housed within the structures; The taxpayer's 
proofs indicated that the manufacturing facilities were out of 
date and poorly located in comparison to newer suburban industrial 
parks with freeway access. 

The taxing authority utilized both the cost and income 
approaches to valuation. In finding that the taxpayer presented 
more reliable evidence as to the real and personal property 
values, the Tax Tribunal questioned the propriety of alleged 
comparable properties relied upon by the taxing authority. In 
addition, there was no showing by the taxing authority that a 
prospective buyer of the taxpayer's properties would continue· 
to utilize the properties for furniture manufacturing purposes. 
Lastly, the recent acquisition price paid by the taxpayer for 
the property was improperly ignored by the taxing authority in 
its appraisal as evidence of value of the subject property. 

With respect to the valuation of the taxpayer's personal ~ 
property, the Tax Tribunal concluded that said property should .. 
be assessed on the basis of the price paid by the taxpayer for ~ 
the property and not the historical cost of purchase price paid <: 
by the prior owner of the equipment. In so holding, the Tax 
Tribuna~ noted that the State Tax Commission's guidelines for 
use of personal property multipliers to be applied to "original 
cost" data in arriving at an estimate of true cash value of the 
property for tax purposes is merely a "guideline" and that 
intervening transactions involving purchase and sale of such 
property should not be disregarded as relevent evidence of value. 
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