S

BEFORE THE STATE BOARD OF EQUALI ZATION
OF THE STATE OF CALI FORNI A

| n the Matter of the Appeal of ;
OAKLAND BUI LDI NG & MORTGAGE COVPANY )

OPIL NL ON
This is _an appeal pursuant to Section 25 of the Bank and

Corporation Franchise Tax Act (Chapter 13, Statutes of 1929,
as amended) from the action of the Franchise Tax Commi ssioner
in overrulln% the protest of the Appellant to his proposed
assessnent of an additional tax in the anount of §15.86, based
upon its return for the ﬂerlpd ended February 28, 1934.  The
appeal was set for oral hearing before the Board on Wednesday,

rch 13, 1935. Although notice of the tinme and place of the
hearing was duly given to Appellant, there were no representa-
tives of Appellant present at the hearing.

_ It appears that the only question involved in the aPpea
s whether Appellant was entitled to increase the rate ol
depreciation allowance on a certain building erected by it for
use as a Federal postoffice in Qakland. The building Wwas

| eased to the Federal governnent for a period of ten years,

begi nning June 15, 1924, and ending June 14, 1934. The Federal
governnent was given the option of either purchasing the propert;
or of renewing the lease for a further ten year period.

_ Aﬁparently, in 1927 the Appellant determ ned that deprecia-
tion should be conputed at the rate of 4% per year. This deter-
mnation was made on the assunption that the property would be
| eased by the Federal governnent for twenty years. the tine
the Appellant nade its return for the period ended February 28,
1934, a short while before the ten-year |ease expired, the Feders
government had, however, neither purchased the property nor exer-
cised its option to renew the lease. Furthernore, it "appeared
at that time that the propert% had decreased in value to such
an extent that it was Inpossible to sell it wthout sustaining
a substantial |oss.

On its return for the year ended February 28, 1934, Appel -
lant claimed a deduction for depreciation on the building compute
at the rate of 7% per year, The Conmmi ssioner allowed a deduc-
tion conputed at the rate of %, but disallowed the balance of
the deduction clained, and, accordingly, proposed the additiona
assessnent in question.

The Appellant has submtted no information respecting the
probabl e physical or useful life of the building, nor has it
called to our attention any facts or circunmstances which woul d
ermt us to conclude that the probable |ife of the building
as been shortened since it was determned to conpute deprecia-
tion at the rate of 4% Inasmuch as the rate to be used in
conputing depreciation upon property deBends entirely upon the .
probable life of the proper8¥, we are obviously not in a position



tot hol d that Appellant was entitled to increase the depreciation
rate.

In its appeal, Appellant calls attention to the fact that
the Comm ssioner did not allow a deduction for certain real
estate taxes which becane due during the year ended FebruarY 28,
1934, but which were not paid during that year. Since Appellant’
books are kept on a cash receipts and disbursenents basis, it

Is clear that the taxes in question are deductible only in the
year in which paid.

ORDER

~Pursuant to the views expressed in the opinion of the Board
on file in this proceeding, and good cause appearing therefor,

| T 1S HEREBY (RDERED, ADJUDGED AND DECREED, that the action
of Charles J. McColgan Ifr_anc_hl se Tax Conmi ssioner, in overrulin
the protest of CQakl and Bui | di n? & Mortgage Conpany, a corporatio:
a?al nst a proposed assessnment of an additional tax in the anount
of $15.86, based upon the return of said corporation for the
period ended February 28, 1934, pursuant to Chapter 13, Statutes
of 1929, as anended, be and the sane is hereby sustained.

Done at Sacranento, California, this 25th day of Cctober,
1935, by the State Board of Equali zati on.

R E. Collins, Chairmn
John C. Corbett, Menber
Fred Stewart, Menber

O fa Jean Shontz, Menber
Ray Riley, Menber

ATTEST. Dixwell L. Pierce, Secretary
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