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10
The State Board of Tax Appeals, having considered all evidence and arguments presented, and

11
having taken the matter under advisement, finds and concludes as follows:

12
FINDINGS OF FACT

13
On March 28, 1989, the U.S. Supreme Court held that an income tax exemption granted to

14
state's own retirees, but not extended to federal retirees, violates the intergovernmental immunity doctrin

15
as codified in 4 U.S.C. § 111. Davis v. Michigan Dep't of Treasury, 489 U.S. 803 (1989). Prior to Davis

16
Arizona fully taxed federal pension income while exempti~g State retirement benefits, but in 1989 th

17
State amended its statutes to comply with the Davis ruling. A number of states, including Arizona

18
maintained that Davis would only apply prospectively; therefore, the Arizona Department of Revenue (th

19
"Departmentj would issue no refunds under the Davis decision. This position was subsequent!

20

challenged, and the Court held that the Davis ruling applies retroactively. Harper v. Virginia Dep't 0
21

Taxation, 113 S. Ct. 2510 (1993).
22

On April 17, 1989, John L. Bohn, Shirley Bohn, Donald Rutan, Mary Rutan and Carl Unto
23

("Bohn, et alj filed refund claims with the Department for income tax paid on federa
24

25
retirement benefits for one or more of the years 1984 through 1988. On June 22,




