
i o n t r i b u t i o n  a a d  d e p e n d e n c y  b e t : + ? e e n

t h e  m a n u f a c t u r i n g  o p e r a t i o n  a d  t h e  s e l l i n g  o p e r a t i o n  a r e  c l e a r ;

T h e  s m e  t y p e  o f  c o k t r i b u t i o n  a n d  d _ e p e n d e ; 2 c y  e x i s t s  i f  o n l y  a

b y  t h e  o t h e r ;

o n e  o - a e r a t i o n  i s  m a r k e t e d  o r  u t i l i z e d

d e p e n d e n c y  r G . -

q 3 1 e c t e d  b y  t h e  t r a s f e r  o f

p r o d u c t s  i s s u b s t a n t i a l ,

n o t  Oil vlfie-ther it is total, As stated ih Butler Bras, v0
McCol~sE, 17 Cal, 2d 664, 667, 668 [ill P,2d 33J-k]i, aff;d, 315
&So 501 [86'L. Ed, 99131:

if there is _my evidence to sustain a
finding that t'r?e operations of appellant
in Califomia during the year 1935
conti?ibuted to the net income derived
from its enti:re operations in the United
States, 'Cohen the entire business is so
LLeaj?ly unitary as to Tequiz?e a fair
systerrL of apportionment by t'ne formula
method i-n order to prevent overta.xatio:q
to t'ne coqoration or undertaxation by
t h e  state,
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&.pp eal of Combustion Xn.g&neering , I-cc-- 0

We frind a significant connection -in the business
operations of the two corporatLons  in the substantial transfer
of goods by MC to appellant.
together with appellant.! s.

in our opinio-n this activity,

the
absolute right to control and direct

acti.vities of PPC t’rzroug’h its complete stock ownership and
membership on the board of directors of APC, warrants a finding
that a unitary business operation was conducted,

App ellan’i purc’hased
preheaters

approximately $0 percent of L!PC*s
for use in the performance of  i ts  contracts0 Since

sa.les of this product represented in excess of 90 percent of
PPC7s sales volume, it is clear that appellantPs purchases
represented a substantial
&WC, App eliant  4

contribution to the operations of
in turn, was highly dep endent upon NC to

supply the preheater required for the performance of its
contracts0

Vader the circ-~&z_nces  present  in this case, -I&e a
sales of preheaters by A.PC to customers other,  than ~~~eil_Xct
must be regarded as merely an aspect of the unitary business,
The additional sales resulted in optimu_m  use of PPC?s facili-
ties md presumably resulted in lower per unit costs, thus
benefiting the entirebusiness,

-Vhile the service or overhead functio’ns of the two
corporations \;ere not centrally  -oerPormedd,  we have previously
ruled t’nat such is not required ‘if t’ne operations are otherwise
unified to the extent t’nat they are mutually dependent and
contribute to each other, (Anneal of McCall Carp Cal, St0
Bd, of Equal, , Juae 18, 1963 o Also see-konolulu & CO:XI
FranchLse Tax Board, 60 Cal, 2d 417? k2.4w[=3&-~~~k?~$2~o
j%-?-i 2d $Oj o )

For the reasons stated, t$Ie conclude that the business
operations of app ellant and APC were not truly separate and
tktat formula allocation of their cornbined.income  was proper,

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



IT 1s :IXHj3T_T O~Il~~~I), $il JUjlGED J2:i.l DECREED 5 -pup slJ_mt
to section 25667 of the Revtime and Taxation Code, that the
acti_on of 'the Franchise Tax Board ox the protests of Combustion
Fxgi-neeriiq, Inc,, against Froposed assessments of additional
fTa,qchise taxes j_p_ the ayflouj;ts of &943035, $4,986,47, ad
e8,873024 forw the income years 1956, 1957> and 1958, respectively
be and the szre is hereby sustained.

* Done at Sacramento
of J u l y , 1967, by the Stat:!

California, this 7thday
Board of Equalization,

,, Menber-

, Membes

ATTEST:
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