Appeal of Flexible, Inc,

records, Thereits directors hold their
meetings  and its officers conduct-the' affairs
of the Coxpowxation. Thexe,as appellant's
counsel. wellsays, ‘'‘the management functioned,"
The Corporation has manufacturing plants and

sales offices in other States, Eut what is done

at these plants and offices is determined and
controlled fromthe center of authority at
Wheeling . The Corporation has made that the
actual seat of its corporate government,

(298 U.S. 193, 211-21Z.)

ACalifornia appellate court explored the concept
of commercial domicile at some length in the case of Southern
Pacific Co., v._McColean, 68 Cal,  App.2d 48 [156 P.2d 81],
and stated:

states involved, from a factual and realistic
standpoint is the domicile of the corporation.
(68 Cal. 4pp. 24 48, 80.)
We review the record in the instant case with this test in
mind, as well as the above quoted statement of the United
Ststes Supreme Court in the kneeling Stee] case, :

_ 411 of appellant's shareholders, officers and
diractors resided in California, and all of thelr official:
meetings were held here. Appellant’s ¥QLWQU9Q~.&CCOU?tLﬂg
records were maintained in California, and its federal income
tax returog vers riled in Los Angelga. Under federal law a
corporation is required to file its federal income tax returns
in the district “in which is located the principal place of
business ox principal cffice or agency of the co:uo:atloﬂ
{Int. Rav., Code of 1954, 7 &091i{t)(2).) ¥From t;e;o facts it
would appear that the actual seat of appellant's Lorpafac
government was in California.

-212-



Appeal of Flexible, Inc.

Appel | ant contends that M. Power was the rea
moving fOrce behind appellant's business, and since he operated
out of Texas, Texas was the state of appellant's conmmercial,
as well as its ilegal, domicile, It is clear that appellant's
directors and officers had great confidence in Mr. Power
and relied heavily on his selling, and organizational
abilities, The ultimte decision on any corporate matter
always rested with top managenent,. however, and it was
stationed in California. The anount of time devoted to the
busi ness by the chairman of the board of directors and the
vice president, nmoreover, demonstrates that top management was
active in esercising its authority over appellant's affairs,

Al t hough appel ant would mnimze the corporate
activity which occurred in California by pointing out that
| ess than one-fourth of its total sales wre here, only about
5 percent of its business assets were located here, and only
40 pexrcent of its payroll went to California officers and
employees, novwheredoesappel | ant establish that any nore
S dLes, assets or payroll were made, |ocated orexpended in
Texas or in any one other state which could possibly qualify
as appellant 's commercial domicile.

Under the circunstances we conclude that respondent
properly treated appellant as having established a commercial
domcile in California, and therefore properly included
di vi dends' whi ch appel | ant received from its subsidiary in the
masure of @BPellant's California franchise tax Liability,

ORDER
Pursuant to the vieus expressed in the opinion
of the board on file in this proceeading, and good cause

appearing therelor,
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| T | S HEREBY ORDERED, ADJUDGED AND DZCREED,
pursuant to section 25667 of the Revenue and Taxation Code,
that the action of the jranchise Tax Board on the protest

of Flexible, Inc., against a proposed assessnment of additional
franchise tax in thb amount of 91,574.99 for the income year
ended October 31, 1959, be and the same is hereby sustained.

Done at Sacramento , California, this 23rd day
of = November , 1966,by the State Board Equalization.

4‘}«/}4&/1‘(& ~, Chairman
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