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Minchew v. Commissioner, 69 T.C. 719 (1978)

Floating docks, designed for portability and not inherently permanent structures,
qualify as tangible personal property for the investment tax credit and additional
first-year depreciation, while supporting pilings, being permanently affixed to land,
do not.

Summary

In Minchew v. Commissioner, the Tax Court addressed whether floating docks and
pilings were “tangible personal property” eligible for an investment tax credit and
additional first-year depreciation. The partnership petitioners operated a marina and
claimed these tax benefits for their floating dock system. The IRS argued that the
docks and pilings were permanent land improvements and thus ineligible. The Tax
Court, after inspecting the docks and reviewing evidence, held that the floating
docks were tangible personal property due to their portability and non-permanent
nature, distinguishing them from inherently permanent structures like wharves or
traditional docks. However, the court determined that the pilings, deeply embedded
in the seabed, were permanent and did not qualify as tangible personal property.

Facts

The petitioners, a partnership, operated a marina and constructed floating docks in
a basin. These docks consisted of interconnected units that floated on the water,
rising and falling with the tide. Pilings were driven into the seabed to limit the
lateral movement of the docks. Gangways, hinged to permanent piers on shore,
connected  the  docks  to  land  via  rollers.  Electrical  and  plumbing utilities  were
connected to the docks from land-based sources. The docks were designed to be
portable and reconfigurable; finger units could be interchanged, sections could be
moved, and the entire dock system could be towed to a new location. The pilings, in
contrast, were driven deep into the mud and required piledrivers for installation and
removal.

Procedural History

The  Commissioner  of  Internal  Revenue  disallowed  the  partnership’s  claim  for
investment tax credit and additional first-year depreciation on the floating docks and
pilings. The partnership then petitioned the Tax Court to contest the Commissioner’s
determination.

Issue(s)

Whether the floating docks constitute “tangible personal property” within the1.
meaning of sections 48 and 179 of the Internal Revenue Code, thereby
qualifying for the investment tax credit and additional first-year depreciation.
Whether the pilings supporting the floating docks constitute “tangible personal2.
property” within the meaning of sections 48 and 179 of the Internal Revenue
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Code, thereby qualifying for the investment tax credit and additional first-year
depreciation.

Holding

Yes, for the floating docks. The floating docks are “tangible personal property”1.
because they are not inherently permanent structures and are readily portable
and reconfigurable.
No, for the pilings. The pilings are not “tangible personal property” because2.
they are permanent improvements to the land, deeply embedded and requiring
specialized equipment for installation and removal.

Court’s Reasoning

The court reasoned that “tangible personal property” under sections 48 and 179 of
the  Internal  Revenue Code excludes  land and inherently  permanent  structures.
Referencing regulations §1.48-1(c) and §1.179-3(b), the court noted that while docks
are generally listed as non-qualifying property in regulations, the regulations did not
contemplate floating docks of the type in question. The court emphasized the factual
evidence and its own inspection,  concluding that these floating docks were not
inherently permanent. The court highlighted the docks’ portability, reconfigurability,
and independent floating nature, stating, “They float on the water as independent
units, rising and falling with the tide. The purpose of the pilings is only to limit
lateral motion of the docks. The docks are portable. They can readily be removed
and placed in other locations or configurations.” The court dismissed the IRS’s
argument that attachment to land via gangways,  utilities,  and pilings made the
docks permanent, noting that even annexed property can be considered tangible
personal property,  citing examples like “production machinery, printing presses,
transportation and office equipment.” In contrast, the court found the pilings to be
permanent due to their deep and fixed nature in the seabed, requiring piledrivers
for installation and removal. The court rejected the IRS’s “all or nothing” argument,
treating the docks and pilings as separate components. Finally, the court dismissed
Revenue Ruling 67-67, which specifically addressed these docks and deemed them
not to be tangible personal property, stating that revenue rulings are not legally
binding in the same way as judicial precedent, citing Henry C. Beck Builders, Inc.,
41 T.C. 616, 628 (1964).

Practical Implications

Minchew v. Commissioner provides a practical distinction for tax purposes between
permanent structures and tangible personal property, particularly in the context of
waterfront  facilities.  It  clarifies  that  the  classification  of  docks  as  non-tangible
personal property in tax regulations is not absolute and depends on the specific
characteristics  of  the  structure.  The  case  emphasizes  a  functional  and  factual
analysis focusing on portability and permanence rather than mere attachment to
land. For legal practitioners and businesses, this decision highlights the importance
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of documenting the design and nature of assets to demonstrate their eligibility for
tax benefits. It suggests that structures designed for relocation and not permanently
affixed to land, even if  connected to utilities and shore, can qualify as tangible
personal property. Later cases and rulings would need to consider the specific facts
and degree of permanence and portability when applying this principle to similar
structures.


