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BEFORE THE STATE BOARD OF EQUALI ZATI ON
OF THE STATE OF CALIFORNI A

In the Matter of the Appeal ;
of ;
CRI SLER CORPCORATI ON )

Appear ances:
For Appel | ant: George A Lazar, Jr., Attorney at Law

For Respondent: Burl D. Lack, Chief Counsel;
E%aMEO{d H. Thonmas, Associate Tax
unse

CPI NI ON

This appeal is nade pursuant to Section 2566%:of t he
Revenue and Taxation Code from the action of the Franchise
Tax Board in denying the protests of Crisler Corporation to
proposed assessments of additional franchise taxes in the
amounts of $40.68 and $180.18 for the taxable years 1948 and
1949, respectively.

_ The point in issue is the valuation of Appellant's closing
inventory for the income year 1948

Appel lant, a California corporation, comenced doing busi-
ness here as a seller of new and used autonohiles on Septenber
1, 1947. It filed its returns upon the cal endar year and
accrual basis. Having done business for |ess than twelve
nmonths in its first taxable year, Appellant's tax for its
second taxable year (1948) and the prepayment of tax for its
third taxable yéar (1949) were, under Section 13(c) of the
Bank and Corporation Franchise Tax Act, each neasured by in-
cone of the income year 1948

Appel | ant val ued its inventory of used cars at "cost Or
market, whichever is lower, ™ a method of inventory val uation
sanctioned by both the Federal and State taxing authorities,
Market value for the cars on hand was established at whol esal e
"Bl ue Book" quotations.J %79,3295.60) |ess the cost of recondi-
tioning the cars ($13,187 00 as esti mat ed by its shop foreman,
As so computed Appellant determned the market value of its
inventory to be &46,208.60, which was |ower than its cost of
$67,566.66. The actual cost of reconditioning the cars
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anounted to $3,127,03, All of the cars were sold
or(ﬁas,szzclo. e "Blue Book" is a publication
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ranchi se Tax Board states that it was able to de-
tual nmarket value for several cars purchased

y prior to the close of the incone year 1948 and

cars were entered on the closing inventory at _
2l y 104 bel ow actual market value. On the assunption
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hventoried cars were simlarly underval ued, the

Franchise Tax Board increased the valuation of the entire
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gopds sol d during

cost of

By so doing it decreased Appellant's
the income year 194§ and increased

Its net intome for that year in an equival ent anount.

The applicable statute was Section 17(1) of the Bank and
Corporation Franchise Tax Act (nowSection 24701 of the
Revenue and Taxation Code), which read:

clearly

"Whenever,

. in the opinion of the commis-
$i oner,

the use of inventories is necessary

to determine the i ncome of any taxpayer,
Lnventory shall be taken by such taxpayer upon
such basis as the conm ssioner may prescribe,

conformng as nearly as may be to the best
accounting practice and nost clearly reflecting
the income."

The market value of Appellant's inventory of cars on
December 31, 1948, is a question of fact, Assunming the accur-
acy of the|"Blue Bopk " it is neverthel ess incumbent upon
Appellant to establish that its deduction from "Blue Book"
prices of the estimated cost of reconditioning was not ex-
cessive, as would seem apparent from the w de discrepanc
between the anount of the estimate and the actual cost o

lain this discrepanc

reconditio nng,

lant attenpts to exP ¥ by

't proceeds from sales cf the cars were 1ess than
have been had the reconditioning been done. It has
r, furnished us wth information or evidence of any
r being sold in worse than average condition for a
reduced price. In the absence of sonme evidence to support its
contention |Appellant has failed to neet its burden of proof
and the Franchise Tax Board nust be sustai ned,
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ORDER-

Pursuant to the views expressed in the Opinion of the
tBﬁardf on file in this proceeding, and good cause appearing
erefor,

I T IS HEREBY ORDERED, ADJUDGED AND DECREED, pursuant to
Section 25667 of the Revenue and Taxation Code, that the
action of the Franchise Tax Board on the protest of Crisler
Corporation to proposed assessments of additional franchise
taxes in the anounts of §40.68 and $180,18 for the taxable
Kears 1948 and hgw, respectively, be and the sane is
ereby sustained.

Done at Sacramento, California, this 21st day of
Novenber, 1957, by the State Board of Equali zation.

Robert E. McDavid , Chai r man

J. H, Quinn , Menber

Geo. R. Reilly , Menber

Paul R, Leake , Menber

Robert ¢, Kirkwood , Menmber
ATTEST: Dixwel | L. Pierce , Secretary
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