and dependency between

. and cleer,
same contribution dependency
oneration
reflected transfer R is substantlal,
Ol whether it is total, As stated in Butler_ Bros. v.

!

o

Colgan, 17 Cal, 2d 664, 667, 668 [111 P.2d 335], affid, 315

.5, 501 [86 L. Ed, 9917:

K=

i f there is eny evidence to sustain a
finding that the operations of aggel | ant
In California during the year 19
contributed to the net inconme derived
fromits entire operations in the United
States, then the entire business is so
clearly unitary as to reqguire a fair
system of apportionnent by the formul a
method in order to prevent overtexation
t 0 the corporation or undertaxation by
the state.
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We find a significant connection ia the business
operations of the twocorporations in the substantial transfer
of goods by APC to appellant. in our opinio-n this activity,
together with appellant.! s. absolute right to control and direct
the activities of APC through its complete stock ownership and
membership on the board of directors of APC, warrants a finding
that a unitary business operation was conducted,

App ellant purchased approximately L0 percent of APCis
preheaters for use in the performance of its contracts. Since
sales of this product represented in excess of 90 percent of
APC?s sales volume, it is clear that appellant's purchases
represented a substantiel contribution to the operations of
APC. Appellant, iIn turn, was highly dep endent upon APC to
supply the preheater required for the performance of its
contracts,

Under the circumstances present in this case, the
sales of preheaters by APC to customers other than appellant
must be regarded as merely an aspect of the unitary business,
The additional sales resulted in optimum use of APC?s facili-
ties and presumably resulted in lower per unit costs, thus
benefiting the entire business.,

‘¥hile the service or overhead functions of the two
corporations were not centrally performed, we have previously
ruled that such is not required if the operations are otherwise
unified to the extent that they are mutually dependent and
contribute to each other, (Aopeal of McCall Corp., Cal, St.
Bd., of Equal, , June 18,1963 . Also see Honolulu 0il Corp, V.
Fronchise Tax Board, 60 Cal, 2d k17,424 [3k Cz1, Bptr. 552,
366 P, 2d 403, )

) For the reasons stated, we conclude that the business
operations of app ellant and APC were not truly separate and
that formula allocation of their combined income was proper,

— e Lo o -

Pursuant to the views expressed in the opinion of
the board on file in this proceeding, and good cause appearing
therelor,
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IT IS HEREBY ORDERED, AD JUDGED AWD DECREED, pur suant
to section 25667 of the Rev\,ﬂue and Taxation Code, that the

action of the Franchise Tax Board oa the protests of Combustion
Engineering, Inc., agai nst proposed assessment s of additional
franchise taxes in the zmounts of $1,943.35, &+,986.47, and
$8,873.24 for the incone years 1950, 1957, and 1958, respectively
be’and the sae is her eby sust ai ned.

Done at  Sacramento California, this 7thday
of J u | y , 1967, by the Stat'l Board of Equalization,

~ 7(Hu 2 {C’Aik , Chairman
/ P4

!
\/ (.5 (o in K/{' N »’A'/’ AR -'/ 9 Memb%:f'
i / /l/
(/ (j// /////& /a«« , Memper
-, Member-
X Member
ATTEST: g (/ //Lw////‘““ Secretary

/// 7
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