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TRADE LEVEL FOR TANGIBLE PERSONAL PROPERTY 

Following a scheduled public hearing on February 23, 2000, the State Board of 

Equalization amended Property Tax Rule 10. The amendments became effective 

May 25, 2000. 

Enclosed for your information is a final printed copy of the rule. 

If you have any questions regarding the content of this rule, please contact 

Mr. Mark Nisson, (916) 324-0295. If you wish extra copies of this rule, please write to State 

Board of Equalization, Supply Publications, 3920 West Capitol Avenue, West Sacramento, CA 

95691. 

Sincerely, 

Isl Judy Newton 

Judy Newton, Chief 

Board Proceedings Division 
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State of California 

BOARD OF EQUALIZATION 

PROPERTY TAX RULES 

Chapter 1. State Board of Equalization - Property Tax 
Subchapter 1. Valuation Principles and Procedures 

Rule 10. TRADE LEVEL FOR TANGIBLE PERSONAL PROPERTY. 

Authority Cited: Government Code Section 15606. 

References: Sections 110, 401, Revenue and Taxation Code. 

(a) In appraising tangible personal property, the assessor shall give recognition to the trade level at which 
the property is situated and to the principle that property normally increases in value as it progresses 
through production and distribution channels. Such property normally attains its maximum value as it 
reaches the consumer level. Accordingly, tangible personal property shall be valued by procedures that are 
consistent with the general policies set forth herein. 

(b) Except as provided by the following subdivisions, tangible personal property held by a consumer shall 
be valued at the amount of cash or its equivalent for which the property would transfer to a consumer of like 
property at the same trade level if exposed for sale on the open market. This value shall be estimated in 
accordance with regulations 4, 6, and 8. If a cost approach is employed, the cost shall include the full 
economic cost of placing the property in service. Full economic cost (i.e., replacement or reproduction 
cost), includes costs typically incurred in bringing the property to a finished state, including labor and 
materials, freight or shipping cost, installation costs, sales or use taxes, and additions for market supported 
entrepreneurial services (with appropriate allowances for trade, quantity, or cash discounts). Full economic 
cost does not include extended service plans or extended warranties, supplies, or other assets or business 
services that may have been included in a purchase contract. 

(c) Tangible personal property leased, rented, or loaned for a period of six months or less, having a tax 
situs at the place where the lessor normally keeps the property as provided in regulation 204, shall be 
valued at the amount of cash or its equivalent for which it would transfer to other lessors or retailers of like 
property. The value may be estimated by reference to the price at which the lessor could be expected to 
sell the property at fair market value to other lessors or retailers of like property. If that price is unknown, 
then the value may be estimated by reference to one or more of the following indicators of value: (1) the 
lessor's full economic cost of the property with a reasonable allowance for depreciation; (2) the cost 
indicated in subdivision (e) if the lessor is also the manufacturer; or (3) in accordance with subdivision (b). 

(d) Tangible personal property leased, rented, or loaned for an extended but unspecified period or leased 
for a term of more than six months, having tax situs at the lessee's situs as provided in regulation 204, shall 
be valued by estimating the cash price or its equivalent for which the property could be sold at fair market 
value to an outside customer operating at the same level of trade as the lessee. If that price is unknown, 
then the value may be estimated by reference to one or more of the following indicators of value: (1) the 
lessee's full economic cost of the property with a reasonable allowance for depreciation; or (2) in accor­
dance with subdivision (b). 

(e) Tangible personal property acquired from internal sources for self-consumption or use, shall be valued 
by estimating the cash price or its equivalent for which the property could be sold at fair market value to an 
outside customer using the property at the same trade level, (with appropriate allowances for trade, 
quantity, or cash discounts). If that price is unknown, then the value may be estimated by reference to one 
or more of the following indicators of value: (1) the cost of the property in its condition and location on the 
lien date, had it been acquired at fair market value from an outside supplier (including labor, materials, 
overhead, interdivisional and/or intercompany profits, interest on borrowed or owner supplied funds, sales 
or use tax, installation, and other costs incurred in bringing the property to a finished state, with appropriate 
allowances for trade, quantity, or cash discounts, and depreciation), or (2) in accordance with subdivision 



(b). The cost of the property in its condition and location on the lien date, had it been acquired at fair 
market value from an outside supplier, does not include extended service plans or extended warranties, 
supplies, other assets or business services. The quantity discount allowed a manufacturer, when it is its 
own largest customer, should be at least as large as that allowed its largest wholesale or retail customer. 

(f) 

RULE 10. (Continued) 

Tangible personal property in the hands of a person engaged in the function of a manufacturer, 
wholesaler, or retailer and a consumer shall be valued by estimating the cash price or its equivalent for 
which the property could be sold at fair market value to an outside customer operating at the same level of 
trade. The property shall be valued based on how it is situated or used on the lien date pursuant to 
subdivisions (b), (c), (d), and (e). 

History: Adopted June 21, 1967, effective July 23, 1967. 

Amended February 18, 1970, effective March 26, 1970. 

Amended January 6, 1971, effective February 18, 1971. 

Amended April 19, 1971, effective May 22, 1971. 

Amended February 23 2000 effective May 25 2000. 
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