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BEFORE THE STATE BOARD OF EQUALI ZATI ON
OF THE STATE OF CALI FORNI A

In the Matter of the Appeal s of

JOSEPH magNIN CO., INC., SWG S
and JOMANCO, INC,

Appear ances:

For Appellants: Jack E. Gabriel, Certified Public
Accountant, and
Ant hony S. Nocita, Secretary-
Treasurer of Joseph Magnin Co., Inc.

For Respondent: Peter S. Pierson,
Associ ate Tax Counse

OPI NILON
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These appeal s are made pursuant to section 25667 of
the Revenue and Taxation Code from the action of the Franchise
Tax Board on the protests of the follow ng corporations against
proposed assessnents of additional franchise tax in the amunts
and for the years indicated bel ow

[ncome  Taxabl e

Appel | ant Year = Year Amount
Joseph Magnin Co., Inc.* 6/30/61 6/30/62 $ 6,465.00
SMngPs 6/30/61 6/30/62 259. 00
Jomanco, Inc. 6/30/61 6/30/61 519.00
Jomanco, Inc. 6/30/61 6/30/62 519.00

The appeal s initially filed by Joseph Magni n Co.
Inc., and Swig's also related fo assessments for the income

ear ended June 30, 1960, taxable Kear ended June 30, 1961.
he parties have stipulated that the appeals-wth respect
to that income year and taxable year are to be dism ssed.
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Appeal s of Joseph Magnin Co., Inc., et al.

. The single issue before us is whether appellants
. cand J. J. Henkel Co., a related California corporation, are
engaged in a unitary business with Specialty Shops, Inc., a
Nevada corporation

Joseph Magnin Co., Inc., Jomanco, Inc., Swig!sand

J. J. Henkel Co. are California corporations engaged in ret ai
sal es of women's wearing apparel at stores |ocated in this state.
Specialty Shops, Inc., IS a Nevada corporation en?aged in a
simlar business in Nevada. Jomanco, J. J. Henkel Co., and
ﬁgec]alty Shops, Inc., are wholly owned subsidiaries of Joseph

gnin Co,, Inc., and Swig's is a wholly owned subsidiary of
Specialty Shops, Inc.

_ The above corporations have interlocking boards of
directors and staffs of officers. Al of the corporations'
participate in centralized purchasing, accounting and advertis-
I ng arrangenents; Joseph Magnin Co., Inc., does all of the
b||||n% of custoners. Each conpany uses the trade name
"JoseP Magni n" and a Joseph Magnin charge plate is honored
at all stores.

_ Joseph Magnin Co., Inc., acquired the stock of

SPeC|aIty Shops, Inc., in 1960, Before that date, the stock

‘ of both of those corporations was owned in part by the sane
individuals. . The interrelationships in the operations of the
two corporations were nuch the sane before and after 1960,
Separate tax returns have always been filed by these conpanies
and their litigation has been handl ed separately, a Nevada
firmof attorneys representing the Nevada corporation and a
California firmof attorneys representing the California
corporation. The maPes and enpl oynent of personnel of the
gﬁvada ftonaare handl'ed by the |ocal managenent of Specialty

ops, Inc.

Respondent determ ned that since the year 1960 al
of the corporations have been engaged in a unitary business
and that, for franchise tax purposes, their entire net incone
shoul d be conbined and al located within and without the state
b¥ use of an allocation fornula as provided by section 25101
of the Revenue and Taxation Code.

In Butler Bros. v. McCoigan,17 Cal. 2d 664 {111 P.2d
341, arfftd, 3I5 U S. 501 (86 L. . 991], the California
upreme Court held that a unitary business was definitel
- established by the existence of (1) unity of ownership, zé)
unity of operation evidenced' by central purchasing, advertis-
ing, accounting and managenent, and (3) unity of use in the
_centralized executive force and general systém of operation.
‘ In Edison California Stores, Inc. v.mdcéigann 30 Cal. 2d 472
' (1837 P,2d 16], the court also declare@ that aunitary enterprise
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exi sts when the operation of the portion of the business done
within the state 1s dependent upon or contributes to the
operation of the business without the state. These tests were
recently reaffirmed and broadly interpreted in Superior Ql

v. Franchise Tax Board, 60 Cal. 2d 406 (34 Cal.”Rptr, 5245,

386 P.2d3d3} and Honofulu G| Corp. v. Franchise Tax Board,
60 Cal. 2d 417 (3§ Cal. Rptr. 552, 386 P.2d 40T

Appel lants urge that Specialty Shops, Inc., has

devel oped as a separate and distinct corporation. But the
facts 'show that the operation of that corporation has always
been closely related wth the operation of Joseph Magnin Co.
Inc. The unitary nature of those operations was deflnltek%
. established in 1960 when Specialty Shops, Inc., became a wholly

owned subsidiary of Joseph Magnin Co., Inc. The anount of
| ocal autonony which Specialty Shops exercises is far outweighed.
by the unitary features which exist. W have no hesitation

I N concluding that the operations of all of the corporations

i nvol ved constitute a unitary business.

ORPER

Pursuant to the views expressed inthe opinion of.
w$ bﬂgrd on file in this proceeding, and good cause appearing
t her ef or,

| T 1S HEREBY ORDERED, ADJUDGED AND DECREED,
?ursuant to section 25667 of tﬁe Revenue and Taxation Code,
hat the action of the Franchise Tax Board on the protests
of the follow ng corporations against proposed assessnents
of additional franchise tax in the anounts and for the years
I ndi cated bel ow be sust ai ned.

| ncone Taxabl e

Appel | ant Year Year Anount
Joseph Magnin Co., Inc, 6/30/61 6/30/62 $ 6,465.00-
Sui g s 6/30/61  8/30/62 225 0
Jomanco, Inc. 6/30/61 6/30/61 519. 00
Jonmanco, Inc. 6/30/61  6/30/62 519. 00

It is further ordered, pursuant to a stipulation
by and between Joseph Magnin Co., Inc., Swig's and the
Franchi se Tax Board, filed August 31, 1965, that the appeals
fromthe action of the Franchise Tax Board on protests against
proposed assessnents of additional franchise tax in the anounts
and for the years indicated bel ow be dism ssed.
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| nconme Taxabl e
Appel | ant Year Year Anpunt
Joseph Magnin Co., Inc. 6/30/60 6/30/61 $ 962.00
Swi gps : 6/30360 6/30%61 209. 70
Done' at  Sacranento , California, this 5th |
- day of QOct ober , 1965, by the State Board of Equalization.
b ;, ; . ._,/”f / )
Py J/L /lwkfn/ , Chairman
/
\/bét[u /’/,4/ , Member
/ (Paup R (’ek& , Member
- //,; 7 / ~, Menber
' . W/,//K ~, Menber
[§ 4 V4
Attest: & , Secretary
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