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[3k Cal, Rptr. 552, 36" 7 _ ~ test, a. _
business is unitary in nature if  there is unity of ownership;
unity of operation, and unity of use. Under another approach,

a. unitary business exists when operation of the portion of

the business done within the state is dependent upon or
contributes to the dperation of the business. without. the state.
Implicit in the latter test is a unity of ownership requirement,

The first ground for respondents position that
appellant and Theba Farms were not engaged. in a unitary
business is that there was no unity cf ownership of the two
companies., Appellant concedes that unity of ownership is a
necessary element of a unitary business but argues that its
15 percent interest in Theba Farms meets the ownership
requirement .
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Appellant? s argument is not supported by any
authority that we have discovered. Ve are not aware of any
casein which a court has found a unitary business to exist in.
“the absence of an element of controlling ownership Over all
" parts of- the business., AS stated by authorities in this -field:.-;.
-*separate ownershipalone requires separation of treatment,
no matter how closely the business activities are otherwise
integrated, " (Keesling & Warren., The Unitary Concept in the
- Mlogodion.of Income  (1960) 12 Hastings L. J. 42, 49); and
" N"The essentiial prerequisite is that the various parts of the .-

system. are. _oEerated and ultimately controlled as a_ single
-enterprise wit

each part dependent upon and contributing

to the whole." (Wilkie, Uniform Allocavion of Income from
Unitary Business (11959) 37 Taxes k37, ¥40,) Two companies
may depend vpon or contribute to each other as, for example,
vhere one buys the products of the other but their operations
would-not properly be treated -as unitary unless the element
of controlling ownership were added, In the absence of
controlling owpership, intercompany transactions. and inter-
company charges constitute arms l-length dealings which may be
reflected adequate] _y by separate accounting,

Without determining the exact percentage. of common . -
ownership that is necessary to meet the unity of ownership

Ship
- requiredment , we conclude that the requirement is not met.in
this case,

ORDRER

Pursuant to the views expressed in the opinion

of the board on file in this proceeding, and. good cause
appearing therefor,
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IT IS HEREBY ORDAERED, ADJUDGED AND DECREED, pursuant
to- section 25667 of the Revenue  and Taxation Code, that-the
action of the Franchise Tax Board on the protests of
Jack. Harris, Inc.,against proposed - -assessments of  additional
franchise tax in the amounts of $10,937.16-and $238.35 for -
-the income years ended sugust 31;°1960,.and 196%; respectively,
be and the same is h-ereby sustained.

Done at Sacramento , falifornia, this 3rd day -
of January ., 1967, by the State Board of Equalization,
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