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Production Modules 

This J.a in. response to your tJecember " 19S1, aemo­
ramiua to ~l:Y ~ta wherein you enclosed copies 01 
cCJl:reaponc1ence from t14a Al.araeda. County Assessor· s Office. an 
Aqreemant betWMm S< • AJ Pf Cc (SAPC) and 
S< C( .• 1 C (seC), aDd buainesa J.J:1ventory 
exemption Lattera to Assessors aDd correspondence, and you 
inquired. ~9 the a"allabillty of the business inventorj 
examptioa for Qll. producti.on modul.ea behq conatruc1:Cd by 
sec in Alameda, Contra Costa, aad san JOAquin COunties for 
Wie iA Alaska by SAPC and ot!lers parauant to the Aqreemel4t. 

A5 Letters to Aaseaaorslios. 1s/al 010 and SOlo!} D1.2 
ind.ic&te, propert=r held. by a subsidiary corporation for sale 
to ita parant 

· A.a... 
corporation is e.liqi1l1e for theexemptio.ru 

tlult ••• company ••• were to organ.i.:e a 
auba.i.diary whose bws.iness was to sell spare 
parta to the parent. COJa'i?iUly. Would. the 
ap&re parts 0VDed by the aubs1ci1ary quallfy 
as bws1D.eaa 1nven.ta~*? . 

Answer: rea. • 
·The Hay 2J~ 1972 # JDCmOrandua from Xnowlea to Mayer. 

the JaDOi:tr:f 29, 1974, letter !rca Plorence to Shell..eDberqer, 
t..b.e Jane 13, 1975# letter from ~i9a.l to Ku1:cb iDBOJl, the 
Se~~ 23, 1975, JIIeIi!Orandum from ~l.es to Beeler, and 
tlle Dece:¢w;tr lol, 1."5 I letter from Pl..or.eJ1C1i to seeley are to 
t.be same effect. 'fhe ra.eioDAle for such conclusion .is set 
fort!l in. the *:1 23 I 1972, iJlf8mOrandum I4lld in. the January 2.5,. 
l31" # JI'IIemOr andua from t>&la.ney to J'lcreACe a.ttAched to the 
,januar./ 49, 1.914, l~1:.ter: absent the ~a.ck of a le'!it1.mate 
.buainess purpose. separate co.rporate entities must 00 recoc;ni.zed 
aa 5Udl, even thouqn the./ may be related. eal.es by them may be 
~ ;pl:-imarlly or excl~i.vely to ra.l:a.~ed enUtiea, and such 
aal.ea iliiAy De a.t cost or without an intent to make ap.rofit. 
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The co.nc~uaioW3 in the above lAmltioned wtters to 
AaaQssors and. corresponc.!cAce have not ehanqed. 

Althouqll it is i.n.a.iCAl:8:d that SAPC is ~lieved to be 
a1: all. ti.mea tlle ovner of t.!la :aodul.es beCause under Article S.l 
of t,Ae. Aqreemant $APe pays for all. mAtorial.s and labor ill 
advance .iIJld bdCauae t!lero Are no dol.lax- amounts mentioned 
tilertlin, t!le Agreemant states, among- ot..~r things, that sec 
wlll :?rovide engineering and design services nth respect eo 
tb..a facilities, !!Ia:lufactu..-e, fabricate, a:l.d aeJ.l the facilities 
to SAPC t arui i.&ls=,ect., tra;J.sport, inlltall and t:est the fac:i1.i.tl.as r 
tocje'ther, the. • Con tract Activities· (A..-ticle 1.11; that in 
consideration for the Q)ntract Activit.iaa unclertAken, inc1ud.in9 
tho purchase price for trle facilities manu.fa.ctared, SAPC agrees 
to ~ta sec in accordance with the ?rovisions of Extubit A 
(Art.i.clClt 4); and tnAt any contravarsias or claims uising out 
of or relating to be Agreement:. aha.ll be determined by 
california Law (article 2i). The Agreea!!nt 1.3 sile..'lt as to 
tho time of passage of t.i tJ.3 to the fac.ill tie s/modul.es ~ 

Given the Illanu£a.ctura and sala of modules, Article 5.1 
J1l&re~¥ aut.llorizillg advfUlce pay!!lents for costs of ma:terial and· 
J.AOOr, aDd gi. VeIl the appli.cahil..i t.y of ca~i.fornia Law, 
Ca~!ornia Commercial eoaa Section 240~(2) provides w1~ respect 
to paasaqeof title: 

"Unl.ess otnerviae explicitly asraed title passes 
to tJ.le !)uyer at tho, time a.nd place at which the 
seller compJ.etes h.i.:a perfor:manc:e wi~ reference 
to the physical 

. 
ctJl.1. very of the qoods, .... and in 

part.L...""1llar ana despite 1J.n;[ reservation. of a 
securiey interest. hy 

.. 
i:.hG bill. of ladinq 

.. 

• (ll) If tha contract requires del.iv8r7 a.t 
aa.tination, t.1.tle passes on tend.er thare.· 

And, .wilile nei~ t.~o Agreement nor Exr.,U;it A mentions 
specific doll4r .a:nouo.ts to ba pud for t..~e modules and services 
undQZ'~all by sec, Article 4 and Exilibit A do ~rovide for til\} 
computat.ion of t:lt! compensation to .be paid sec.. SUC.h. are 
acceptabl.a payment ?rovisions in liqht of Califor-~a Commorcia.l 
COda Section 2305(1), which provides that pa~.ios may conclude 
a c~."tract· for sal= even tlmugh t.'l.e price is ~ot settled, if 
thoy so i.n.terui. 
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?1r;a1ly, a.~t!lOuqb. i-:: is .i.:ldic.a::.:!a tlla.t sec is btl..liaved 
to be acti=.g en1.,. as .:ut ac;=t for !lAl?C. )let ..,. .:I. sell er of 
!iIOd;.:..lt.ta, per .3 Cal. uur. lU, A,fmcy 5 1, an a.ge:lt is one lfho 
zupra.a.a.c.b oeUlOt:..I3:r, callec. ~';e pr.l..:ci.pa.l, in dealings ;tie 
bird per3cn3; t.."'le. coae:act c:raat.i.:lg ~u =-alation of "(;)r.incival 
an.:i age.nl:. i.:l ca.il~ a contract of a.qaJ:C:.n ane!. the right of -tile 
~gent: ~ act on ~w'1.':uf of )--: s principa..l is tor::led h..i..3 autborltl' 
or ?OWer.. ~-h.ar I 'C.b.e essenti.al c!l.3ract3ristics of an agellC"'.! 
.:u.l.atio41ship a.r.! t.~at an 'lgant ~ld~ a ,?(:Iver to a.l.t:er legal 
reliticns bet-...roe.n both t.b.e. pr~cipa.l a.ad bird :gerscns and 
.Qet'VeC.:1 t.;!lo ;;>r'-!lcipa.l and ~i1 aga::.t itself, t.!lat:. an agent is a. 
fi.du:cia.r"'l viC. re.spGc~ to ma"t:'"..a.rs vi=in th~ SCO~ of t!1e 
a.qanc:r I and t!l.at a z:rincipaL has A tig:!lt to =t.-ol ~e 
conduct ot. t!;.e "'''lent with respect to matterz ent..-usted to it .. 

ilevi:...~ ot' the Agr~emeut d.i.3c~oaas ~~ abGe..'1CG of 
3UC!l .::.tlarac~st.i:::::J: :lO contract o£ <l.geZlr-j't no. refsrance to 
.?ri.:lc.ipal. cUld a<;an:' rela:c.ions!l1?, _~ aut:..:lor.iza'!:.i.on ,?e:c::dtting. 
sec to represent SA?<! i:l dea 1 i ng!1 w.it:.tl. t.!:.ird pe....-san:s or to aJ. ter 
lvgal ralat:1.o.r.s between SUPC and iuel! or others ~ and n.o :.ight . 
of ;:ec to cont...-rol t!le conc1:a.ct of :sec... :la.taer ~ be. A'ire~t 
'itates t.:.a.t. sec vill provida $lgi.neer.ia.g anC. design. .se.rJ'i~s ~ 
idt.:l res~ to th4 facilities, Zllanu.fa.ct'.lra, fa!;:i;r~t3 and 
3ell CO facilities to SAPC,. and izl.s:pect, transport:., install 
and tas"t: the factlit.ie:st'" toqatb.Gr, -:!le. ·Contra.ct Activitias,;t 
(Article l .. l.l; m:I.d that sec is an i.!ldapendent cont...-a.c:tor wii:...'l 
tha riq!lt to sU?erviscl' owmaqo, tl!ld con"C--ol t!:te ~ertOJ:I::anCd. 
of t!le dattil.:s t,,,, of t:.ho. Contract .Ac:tivitiils, sa.2C being interested 
=l:r i:l resw.b of _ (Articl<3 U). 

~ i.rulependant con.t::'~r u one who. ,»,h.i.la rander.bq 
.service in tile course ot an indepan.dcnt emplo~~t or occupation, 
...... t follow lti.s ...... loyer. s daBiJ:eIs only "" to the :maults of 
tll .. von, and =t .... to the _" vlle..-eby it i.s to Joe aCCQIIIP1.ished 

=.t 
(3 cal. Jar. lll. ~CY 5 3). Sue!> riqllt to """,c:ol the 

manner and _ ..... oacc:omp1labiD9 tlle del>iJ:ad roaul.t is the 
importaIU: tactor .1n dist.1nguish.1nq an ~t t"". an 

iAd .. pend&nt. COllt:"""..or (3 Cal. Jur. lll. ;'\$"11<:',{ S 3). 

cc : .. ".ir . Lavr~--a A • .:\ugt!3ta. 
t.ir. Gortio:1 P... 4del.ma,...'"t 
>1r. llol>er<; if. G ... tafson 
rir. C!larlie ~udsen 
Leg.:l.1 5ectio.a 


