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BEFORE THE STATE BOARD OF EQUALI ZATI QN 3888

OF THE STATE OF CALI FORNI A

In the iratter of the Appeal of

MATSON NAVI GATION CO., THE OCEAN C
STEAMSHI P COMPANY, AND MATSON TERM NALS, | NC

Appear ances:

For Appellants: Gegory A Harrison, rttorney of Brobeck,
Phl eger & Harrison; F. A Bailey, Vice-
President and General Manager of Matson
Navi gation Co. _ _

For Respondent: Chas, J. McColgan, Franchise Tax Commis-
Si oner

OPIL NLON

'These are appeal s pursuant to Section 25 of the Bank and
Corporation Franchise Tax Act (Chap. 13, Stats. 1929, as
amended) fromthe action of the Franchise Tgx Conm Ssioner in
overruling the protests of Mitson Navigation Co., The Cceanic
St eanshi p Conpany and Matson Terminals, Inc. to a proposed
assessment of an additional tax of $19,637.71 for the year
1931 based upon their returns for the calendar year ended
Decenber 31, 1930.

It appears that the Appellants are corporations incorpo-—
rated under the laws of this State, and, in addition to being
engaged in business of a Purely | ocal character, are engaged
| argely in the business of transporting persons and property
by vessels operating between ports on the Pacific Coast,
including ports in California, and ports in Hawaii, the South
Seas, Australia and New Zeal and

In their return for the year ended December 31, 1930,
the Appellants did not report "as subgeqt to the franchise tax,
I mposed by the Act, any portion of their income fromtheir
busi ness done in interstate or foreign comerce. The Commis-
sioner, howeuet,allocated to business done in this State that
portion Of Ap eilanps' incone from their business done in
Interstate ang foreign comrerce which the amount or business
originating in this State bore to the total business done, and
upon the basis of such allocation proposed the additiona
assessment in question.

Appel lants contend that the Act cannot and should not be
construed as inposing a tax neasured by incone derived from
busi ness done in interstate or foreign comerce, even though
such a tax were within the power of the state to inpose. [n
support of this contention, Apﬁellants argue that nowhere does
the Act specifically provide that inconme from business done in
interstate or foreign comerce shall be included in the measure
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of the tax but on the contrary, the Act provides that the taz
gha]l be neasured only by income fromlocal or intrastate
usi ness.

_ W are unable to find any provision in the Act from which
It can be inferred that the neasure of the tax is confined
solely to income frompurely local or intrastate business.
Al'though it is true that the Act.does not specifically provide
that income from business done in interstate or foreign com
merce shall be included in the neasure of the tax, we do not
believe that such a specific provision |s_necessar% to include
such income, if the |anguage used is sufficiently broad to
include it and if it is not specifically excluded.

Section 4 of the Act as-it read in 1931 provided that
"every financial, mercantile, manufacturing and business corpo-
ration doing business within the limts of this State of the
classes referred to in subdivision Zﬂa) of Section 16 of
Article XXI'l of the Constitution of this State, shall annually
Pay to the State for the privilege of exercising its corporat:

ranchises within this State, a tax according to or neasured
by its net incone.

Under this section, considered alone, it would seem that
f a corporation of the classes nmentioned does any business
n this State, the tax should be measured by its entire net
Incone, regardless of the source from which that incone is
derived, whether from purely |ocal business or from business
done in interstate or foreign conmerce.

However, Section 10 of the Act, after stating that if
the entire business of the corporation is done within this
State, the tax shall be neasured by its entire net incone,
provides that in case the entire business of the corporation
IS not done within this State, the tax shall, in order to avoit
doubl e taxation, be neasured by that portion of the net incone
reasonably attributable to business done within this State.

Although, Section 10, in the interests of avoiding double
taxation, lrmts the provisions of Section 4 of the Act to the
extent of excluding fromthe neasure of the tax, incone _
derived from businéss done outside the state, there is nothing
in this section fromwhich it could be inferred that that
Port;on of the income from business done in interstate or

oreign comerce which is reasonably attributable to business
?one In this State should be excluded from the neasure of the
ax.

_ The Appellants argue that insofar as they are engaged

In business in interstate or foreign commerce, they are not

doing business within this State. This argunent is nanifestly
unsound, It is apparent that even business done in interstate
or foreign comerce nust be done-sonewhere and it nust be done
either entirely within the state, entirely without the state
or partly within and partly wthout the state. There are no
other alternatives, hus "Appel l antst argunment woul d be valid.
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only if their business done in interstate oL forelgn copmey ce
were transacted wholly without the state. [he very fact tha
Appel l ants are engaged in interstate comerce between this State
and other states, and in foreign conmerce between this State
and foreign countries, would seem to exclude the possibility
that all of-such business is done entirely without the state,
Furthernore, as a matter of fact, Appellants, as an incident
to the conduct of their transportation business, engage. in
nunerous activities here, such as the maintenance of 0Offices
for the sale of tickets and for the receipt of orders, aqﬂ t he
Ioadln?_and unl oadi ng of passengers and freight, etc. Inese
?ﬁtlvgtlfs, we think, clearly constitute doing business in

is State.

In further support of their contention that the Act can-
not or should not be construed as including inconme derived
from business done in interstate or foreign conmerce in the
measure of the tax, Appellants present an argument based upon
the fact that the Act makes no distinction between donestic
and foreign corporations but inposes the tax, and specifies
the inconme which shall be used as a neasure of the tax, in
terns applicable alike to both donestic and foreign corporatiot
Fromthis fact, Appellants draw the inference that If the Act
be construed to inpose a tax upon domestic corporations, such
as Appel lants, which are doing business in this State, measurec
by incone derived from business done in interstate or foreign
conmerce, the Act nust also be construed to inpose a tax upon
foreign corporations doing business here, measured by income
derived from business-done In interstate or foreign commerce.'
But, Appellants argue, it is beyond the power of the state to
i mpose a tax upon foreign corporations neasured by income
derived from business done in interstate orforeign comerce.
Furthermore, Appellants maintain that the provisions of the Act
|np05|n% the tax and providing for the measure of the tax
cannot be severed and held valid with respect to donestic
corporations if Ihey are invalid with respect to foreign corpo-
rations. Accordingly, Appellants conclude that if the Act is
construed as inposing the tax upon donmestic corporations
measured by income derived frominterstate or foreign commerce,
the entire Act is rendered unconstitutional

This argunent, we believe is based upon a m sunderstanding
of the Act and upon a msconception of the power of the state .
to inpose a franchise tax upon foreign corporations doing h
business in this State.

_ It is true that it has been held that the state may not

i mpose a franchise tax, whether nmeasured by net incone or

ot herw se, UPon foreign corporations doing business within

the state, if the foreign corporation's business is exclusively
interstate in character and if it does no |ocal business what:
soever, (Al pha Portland Cenent Co. vs. Massachusetts, 268U.S.
203, 45 ugp. Ct. 477; Anglo - Chilean Nitrate Sales Co. vs,.

Al abama, 5 5“88' Ct. 373; People vs, Pacific Alaska Steanmship
Co. 182 Cal. 202). Presumably, a simlar rule is applicable
to foreign corporations whose ‘business is exclusively of a
foreign comerce characterl.5



Appeal of Matson Navigation Co., The Oceansic
St eanshi p Conpany, and Matson Term nals, Inc.

~However, although the Act, as Appellants argue, does not
di stinguish in so nan% wor ds between donestic and foreign cor-
porations, and even though the Act be construed as inposing

a tax upon domestic corporations measured by income for busines
done in interstate or foreign comerce, it does not follow
that the Act must be accorded a simlar construction with
respect to foreign corporations en%aged exclusively in inter-
state or foreign conmerce. Under the provisions of Section 4
of the Act, quoted above, the tax is inposed upon financial
mercantile, manufacturing and business corporations d0|ng_
business in this State of the classes referred to in subdivi-
sion 2(a) of Section loof ArticleXIII of the Constifution.

ubdivision 2(a) of Section 0 ticle as It rea

rior to the amendnments adopted by the people on June 27,1933
%as amended, Section 16does not contain a subdivision nunmbered
2(a)) refers only to those financial, mnercantile, manufactur-
Ing and business corporations doing business within the limts
of this State which are subject to be taxed pursuant to subdi-
vision (d) of Section 14 of Article XITT. Section I4(d) it

IS to be noted, provides that wth certalin exceptions; s&h

as the franchises of public utility corporations, all fran-
chises shall be taxed at their full cash value. It was pursu-
ant to this section that franchises of general corporations -
were taxed prior to the adoption of Section 16 of Article X ||
2n9 the enactment of the Bank and Corporation Franchise Tax

ct.

Foreign corporations engaged exclusively in interstate
or foreign comrerce, not being subject to a franchise tax were
thus not subject to be taxed pursuant to Section 14(d) (see
Peopl e vs. aska Pacific Steanship Co., supra, expressly so.
holdln%) and thus by the very ternms of the Act, itself, "are
not subject to the tax inposed by the Act. Consequently, -
Appel lants' argument to the effect that if the Act is to Ke <
construed as including in the neasure of the tax income of
donestic corporations derived from business done in interstate
or foreign comerce, it nust also be construed in a simlar =
fashion Wi th respect to foreign corporations is unsound insofar
as foreign corporations engaged exclusively in interstate or .
foreign conmerce are concerned.

A different situation is presented with respect to
foreign corporations doing some |ocal or intrastate business
here. = Undoubtedly, such corporations were subject to be taxed
pursuant to Section 14(d) of Article XIIl and; consequently,
.are subject the tax inposed by the Act. Thus, if the Act |s
construed as including in the measure of the tax on domestic
corporations a portion of their income derived from business
done in interstate or foreign comrerce, it nust also be con-
strued, inasnuch as no distinction is nade between donestic
and foreign corporations subject to the Act, as rOV|d|n? _
that a portion of the income derived frominterstate or foreign
commerce Shal | be included in the neasure of the tax on foreign
corporations doing local or intrastate business here.
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~ But contrary to Appellants' statements, we believe it is
entirely within the power of the state to inpose a franchise
tax upon foreign corporations doing local or intrastate busi-
ness here, and to neasure that tax by income properly attribu-
table to business done within the state, regardless of whether
the business is intrastate business or whether it is of an
interstate or foreign comrerce character

_ It has been held that a franchise tax measured by net
income is not to be regarded as a tax upon income, and, conse-
quently, there may be included in the measure of the tax,
incone, such as incone from tax exenpt bonds, which cannot

be taxed directly (Flint vs. Stone Tracy Co. 220 U. S. 107,

31 Sup, Ot. 343; Pacific Co. vs. Johnson, 212 Cal. 148,285
U, S. 480). Thus it would seem arguable that if a corporation
exercises a franchi se granted b% the state, the state may tax
the franchise and include in the neasure of the tax, income
derived frominterstate or foreign commerce bu5|ni%s even.
though such income could not be faxed directly. Fowever it
has been held that a tax inposed upon net income including
incone derived fromtransactions -in interstate or foreign
commerce-does not amount to burdening interstate or foreign
commerce,-and is valid (U S Gue Co. vs. Oak Creek, 247

U, S, 32,“ _ 38 Sup, Ct. Q9. Peck & Co. vs. Lowe, 247 U S.
165,38 Sup, O, 4322}. Clearly, it would seemthat a fran-
chise tax' neasured by net income does not burden interstate

or foreign conmerce if a tax levied directly upon net income
does not have that effect.

But Appellants argue that the principles applicable to
a state's power to' inpose franchise taxes neasured by net
income are entirely different from the principles appk’cabI% .
to a state's_Pomer t o-impose taxes upon net incone. though. :
there are. differences, the principal difference, we believe,
Is that a franchise tax, as pointed out above, nmay be neasured
by income which cannot be taxed directly.

It is true that in Al pha Portland Cenment Co. vs., Massa-
chusetts, supra, it was held that a franchise tax, measured
by net income, could not be inposed upon a foreign corporation
engaﬂed exclusively in interstate conmmerce, whereas in view
of the decisions in U, S. Jue Co. vs. . and Peck
& Co, vs. Lowe, supra, to the effect that a tax on incone 1s
not a burden upon Interstate or foreign comerce, and in view
of the decision in_Shaffer vs._Carter, 252 U 8,37, 40 Sup.
Gt. 221, to the effect that the net incone of a non-resident
from business done in the state may be taxed, it would seem
arguabl e that a state could inpose a tax directly upon the
net income of a fore|ﬁn corporation from business done in
the state, even_though the business was exclusively interstate
in character. This possible difference in a state's power
to inpose franchise taxes measured by net income and direct
net income taxes is explainable, we think, on the grounds :
that a foreign corporation engaged exclusively in interstate -
commerce, al fhough doing business within the State and thercfor
subject to a direct net income tax, cannot be regarded as
exercising a franchise or privilege granted by
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the state upon which a franchise tax can be inposed.

This difference does not hold true we helieve, with respect
o foreign corporations dojng some local Or Intrastate business
n the state. If the foreign corporation does some |ocal or
ntrastate business and thereby exercises a franchise or privi-
|l ege granted by the state, the’ state may require the corporation
to pag for that privilege a tax measured by its net income
attributable to business done in the state, regardl ess of whether
the income is derived fromintrastate business or from business
done in interstate or forelgn-gonnErce. The cases of

Typewiter Co. v, Chamberlain, 254 U S 113, 41 Sup, . 45;
an% BasS, Ratcliff & Gretton, Ltd. v, State Tax Conmi ssion, 266
U,S., 271, 45 Sup. C. 82, squarely support this conclusion.

The following |anguage of the court in the Underwood case
completely refutes Appellants' argument:

t
I
I

"A tax i s not obnoxious to the commerce clause
merely because inposed upon property used in
interstate commerce, even if it takes the form
of a tax for the privilege of exercising its
franchise within the State. Postal Tel egraph
Cabl e Co. v. Adans, 155 U. S. 688,695, Thi s
tax is based upon the net profits earned wthin
the State. That a tax neasured by net profits
is valid, although these profits na¥ have been
derived in part, “or indeed mainly, frominter-
state comerce is settled. U S Gue Co. v,
Oak Creek, 247 U S. 321; Shaffer vs. Carter,
252 U, S. 37, 57; conpare Peck & Co. vs. Lowe,
267 U. S. 165. \Whether it be deemed a property
tax or a franchise tax, it is not obnoxious to
the commerce clause,"

Since it is within the power of the state to inpose a
franchi se tax measured by inconme from business done within the
state, whether done in interstate or foreign comerce; upon all
t he forelgn corporations which are sue{ect_to the Act, 1t follows
that the Act may be construed as including in the measure of
the tax upon donestic corporations that portion of their income
derived from business done in interstate or foreign commerce
which is attirubtable to business done in Californra wthout
t her eby renderln? the Act unconstitutional for the reasons
asserted by Appellants.

_ VWhat we have said in answer to AREeIIant's second argument;
in support of its contention that the Act cannot and should
not be constured as providing that incone from business done in
interstate or foreign commerce should be included in the measure
of the tax, largely disposes of Appellant's third argument in
support of this contention. This argument is to the effect that
if the Act be construed in a manner contrary to that contended
for by ApBeI!ants,_forelgn corporations would be permtted to
transact bpusiness in California on nore favorable conditions
than domestic corporations and the Act would thereby violate
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Section 15 of Article XII of the Constitution which provides:

"No corporation organized outside the limts of
this State shall be allowed to transact business
within this State on nore favorabl e conditions
than are prescribed by law to simlar corporations
organi zed under the laws of this State,”

ot aPpears that Appellants in addition to being engaged
in interstate or foreign comerce are also engaged in some
purely local or intrastate business. As we have seen, foreign
corporations doing some |ocal business here may be required to
pay a franchise tax measured by income attributable to business
done in this State even though of an interstate or foreign commer
character. According to Appellants' own argument, the Act nust
be construed as being applicable alike to both foreign and domes-
tice corporations. It follows that the act cannot be regarded
as permtting foreign corporations "similar" to Appellants, i.e.,
corporations doing some |local or intrastate business here, to
}rapsact busi ness here on nore favorable conditions than Appel -
ants.

It may be argued, however, that the sane construction of
the Act which would justify the proposed assessnent in question
woul d result in construing the Act as being applicable to dones-
tic corporations engaged exclusively in interstate or foreign
comerce, If so, it mght be argued that the Act permts foreigr
corporations engaged exclusively in interstate or foreign com
merce to transact business here on nore favorable conditions
than simlar domestic corporations since such foreign corporatior
cannot be subjected to a franchise tax.

However, we are of the opinion that Section 15 of Article -
X'I, when properly construed, does not prohibit the state from
taxing donmestic corporations sinply because it cannot under =
the Constitution or laws of the United States also tax simlar
foreign corporations. This point, we think, was settled in .
Smth vs, Lews, 211 Cal. 294, holding that the fact that the
stafe is powerTess to inpose a license tax on a foreign corpora-
tion engaged in interstate comerce does not render a |icense
tax on a donestic corporation a violation of Section 15 of
Article XIl, (see also Roger .J, Trgwman the Bank.and_Corporation
Franchi se Tax Act, ch. 20 of Ballantine's California Corporation
Laws, p. 713, n. 76), "

Appel l ants al so assert in squort of their contention
regarding the application of the tax to incone derived from

busi ness done in interstate or foreign comerce that, at the

time the Act was in the course of passage through the Legislature
they were definitely assured by various state officials that in-
cone fromtransportation of persons and property upon thehigh
seas in interstate and foreign commerce woul d not be included
in the neasure of the tax. Wth all due respect to the officials
to whom Appel |l ants have reference, we are of the opinion that the
Act, as passed by the Legislature and approved by the.(overnas.
does not exclude from the neasure of the tax income attributable
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to business done in this State, sinply because it may have bezn
derived from the transportation of persons and property upon

the high seas in interstate and foreign commerce. ~Unquestionably
of course, it is the Commssioner's duty to admnister the Act,

as finally passed by the Legislature, rather than in accordance
wi th any "understanding” of the kind referred to by Appellants.

In further support of their contention, Appellants urge
upon us that the predecessor of the Conmm ssioner thattho propose
addi tional assessment in question, consistently abided by the
"under st andi ng" above referred to, and did not” require Appellant:
to pay a tax neasured by any portion of their income fromtheir
transportation business. However, Appellants do not offer any
reasons, other than those above considered and disposed of, for
hol ding that the preceding Conmm ssioner acted correctly in so
doing. ~ Cbviously, the fact that a particular Conmissioner fails
properly to admnister the Act by reason of an erroneous inter-
pretation of the ict, or for other reasons, does not preclude
either a subsequent Conmissioner or this Board from adopting
and enforcing a correct interpretation.

As a second contention, Appellants maintain that even thougt
the Act be construed to justify the assessment in question, the
assessment is invalid for the reason that it is beyond-the power
of the state to inpose a franchise tax upon Appellants, measured
by any portion of their income fromtheir transportation busines:
done in interstate or foreign commerce.

But if it is within the power of the state to inpose a _
franchi se tax upon foreign corporations doing sone |ocal businest
here, measured by income from business done in this State,
including income from business done in interstate or foreign
comerce, it is clearly within the power of the state to inpose
a franchise tay, sinilarly neasured, upon domestic corporations
doi ng some local business here. B

For that nmatter, it would seem that even though Appellants
were engaged exclusively in business of an interstate or foreign
conmerce character, they nust be regarded; inasmuch as they were
incorporated under the laws of this State, as possessing franchis

ranted by this State, and for the privilege of exercising those
franchises could be required to pay a tax fmeasured at |east

i ncome from business done in this State and possibly by their en-
tire net income. See Cream of \Weat Co. vs._Cbuntx of Gand
Forks, 253 U S. 325, 40 Sup. T . 55§ in whiCTh tax”
upon a domestic corporation nmeasured by the entire value of the
franchi se was sustained, even though the business of the corpo-
ration was conducted entirely wthout the state and even though-.
It has no tangible real or personal property within the state of'
Incorporation. See also the follow ng cases, holding that the
state may inpose a franchise tax on a donestic corporation.,
nEaFur%? b%r$ot%”]caqlaal stock instead-of nerely by capital
enployed wthin the state: Kansas City, Fort Scott & Menphis
Ry. vs, Botkin, 240 U _S. 227, 36 Su.p.y a. 261; Kansas"CirgD, '
Menphis & Birm ngham Ry. Co. vs. Stiles 242 U S 111, 37y8up,
a. 58; and Robert’s and Schaefer Co. vs, Emerson, 271 U, s, 50,
46 Sup. Ct. 375. 20 :
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_Furthernore, it is to be noted that the tax inposed upon

Egbllg utilities pursuant to Section 14 of Article X Il of the

nstitution, neasured by gross receipts, including a portion
of gross receipts from business done in interstate commerce,
has been sustained on the theory that the tax was in lieu of a
?roFerty tax which the state could constitutionally inpose

Pul | mn Co. vs. Richardson, 185 Cal. 484, affirmed 261 U S. 33
The tax inposed by the Act is in lieu of the tax inposed pursuan
to Section 14(d) of Article X1 (See Section 16 of Article
X1l as-it read prior to the amendnents adopted by the people on
June 27, 1933,) I nasnuch as the tax inposed pursuant to Section
14(d) has been held to be a property tax upon the so called
mcorporate excess™ of the corporations subject to the tax (Mille:
& Lux vs. Richardson, 182 Cal. 115, and Schwab vs. Richardson),
It would seemthat the tax inposed should be held valid, even
t hough measured by net income from business done in interstate o
forergn comrerce for the reason that it is in lieu of a property
tax which the state could constitutionally inpose upon Appellant
(See Schwab vs. Richardson, supra, holding that Appellant, The
Cceani ¢ Steamship Conpany was subject to the tax inposed pursuan
to Section 14(d) ).

As a third contention, Appellants maintain that even though
the Act can be construed as requiring that a portion of their
income from their transportation business should be included )
In the measure of the tax and even though the Act when so con- -
strued is constitutional, the Conm ssioner has included in the =
measure of the tax a far greater portion of their incone from
Lhe[r frgngportatlon business than the Act contenplated shoul d

e included. '

As noted above, the Act provides in Section 10 that in -
case the entire business of a corporation is not done within the
state, the tax shall be nmeasured by that portion thereof which
Is derived from business done within the state. This section °
further provides that the portion of net inconme derived from
busi ness done within the state

"shall be determ ned by an allocation upon the
basis of -sal es,' purchases, expenses of nmanu-
facturer, payroll, value and situs of tangible
Property, or by réference to these or other
actors, or by such other nethod of allocation
as is fairly calculated to assign to the State
the portion of net income reasonably attribu-
table to the business done within this State
and to avoid subjecting the taxpayer to double
taxation."

_ It appears that the Conm ssioner allocated to income from
business done in the state that portion of Appellants' inconme
fromits transportation business done within and wthout the «
state which the amount of the business originating in this State
bore to the total business done. By this neans, the Comm ssioner
determned that approximately 22,277 of Appellants' net income -
from their transportation business was attributable to business
done in California. Appell%gbs argue that the method of allocati
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enpl oyed by the Conm ssioner does not fairly apportion to the
state that portion of their net income fromtheir transportation
busi ness which is reasonably attributable to business done in
the state. Appellants suggest that if an% of their net incone
fromtheir transportation business is to be allocated to busi-
ness done in this State, only that portion of such income should
be so allocated which the number of mles traversed bY their
vessel s in this State bears to the total nunber of mles traverse
by their vessles. If this fornula were enployed, the net income
attributable to business done in California would not exceed
one-hal f of one percent of the total net income from Appellants'
transportation business.

The objection to Appellants' fornula is that it enphasizes
the actual transportation of passengers and property to the total
dlsre?ard of other activities of Appellants which, though inci-
dental to the actual transportation-of passengers and property,
are, neverthel ess, and; necessarily, nust be, performed by
Appel  ants, Obviously, in order to transport passengers and
Property, ApEellante must obtain passen?ers_and_property to

ransport. urthernmore, Appellants nust maintain facilities for
t he- 1 oading and unloading of property and for the embarking and
di senbarki ng of passengers transported, These factors are com
Pletely di sregar ded bY Appel lants' formula. Under that formula,
he same percentage of income is attributed to California as :
woul d be attributed to California if Appellants' vessels sinply_,
entered California ports and if none of their business originatet
or termnated here, 'and if no offices or other facilities were
mai ntai ned here,

In view of the above, it seens clear that the Comm ssioner':
formula nore nearly allocates to the state that portion of the
net income of Appellantst transportation business which is
reasonably attributable to business done within this State
than does Appellants' formula. Furthernore, it is to be observed
that if the other states, and the territories and foreign coun-
tries, in which Appellants do business had franchise tax acts
simlar to our Act and should enploy the formula enployed by the
Commi ssioner for the purpose of determning the anount of net
income attributable to business done in such states, territories
and foreign countries, respectively, the result would be that
the full amount of pel lants' net income from their transporta-
tion business would be allocated between this State and such -
other states and territories and foreign countries wthout in
any way subjecting Appellants to deubie taxation.

For the above reasons, we are of the opinion that the methoc
enFoned by the Conmi ssioner is a nethod of allocation fairly
cal culated to assign to the state that portion of.AﬁpeIIants' ;
net incone fromtheir transportation business which is reasonably
attributable to business done within this State and which avoids
subj ecting the Appellants to double taxation

In view of this conclusion and in view of our conclusions -
regarding the construction of the Act and the power of the state
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to inpose franchise taxes upon domestic corporations, measured
by incone from business done in interstate or foreign comrerce,
it follows that the action of the Conm ssioner in overruling
Appel l ants' protest to his proposed assessnsnt of the additiona
tax in question nust be sustained,

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

| T |'S HEREBY ORDERED, ADJUDGED AND DECREED, that the action
of Charles J, McColgan, Franchise Tax Comm ssioner, in overruling

the protest of Watson Wavigation Co., The Cceanic Steanship
Conpany and Matson Terninal's, Inc, against proposed assessnents
of additional taxes under Chapter 13, Statutes of 1929, as
amended, be and the sane is hereby sustained.

Done at Sacranmento, California, this 15th day of February,
1934, by the State Board of Equalization

R. E, Collins, Chairman -
HedE,ﬁmmH,IWMEr

Jno, C. Corbett, Menber

H. G. Cattell, Menber

ATTEST : Dixwell L, Pierce, Secretary
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