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BEFORE THE STATE BOARD OF EQUALI ZATI ON
OF THE STATE OF CALI FORNI A

In the Matter of the Appeal of
ALASKA PACKERS ASSQOCI ATI ON

Appear ances:

For Appellant: G L. Byers and Scott C. Lambert, attorneys
of the firmof Pillsbury, Mdison & Sutro.

For Respondent: Janes J. Arditto, Franchise Tax Counsel;
Wlliam L. Tooney, Jr., Assistant Franchise
Tax Counsel .

OPLNLQN

This appeal is made pursuant to Section 25 of the Bank and
Corporation Franchise Tax Act (Chapter 13, Statutes of 1929, as
amended) from the action of the Franchise Tax Commi ssioner upon
the protest of Al aska Packers Association to his proposed assess-
ment of an additional tax in the anount of $3,987.03 for the tax-
abl e year ended Decenber 31, 1938, based upon the incone of the
Association for the year ended December 31, 1937. Upon consi der-
ation of the protest” the Conmm ssioner redetermned the additiona
tax to be $3,134.54.

The sole question involved in this appeal is whether the
Appel l ant nust include in its income which is the neasure of the
tax the entire net rental received fromchartering the S.S.ARTIC,
rather than an allocable portion thereof based upon the percent-
age of its income received in business done within the State.

Fromthe testinony of Scott C. Lambert it appears that Appel -
| ant operated several vessels in connection with its business of
catching, canning, and marketing fish; that it was authorized by
its articles of Incorporation "te buy, sell, hire, let, |ease,
hypot hecate and in any way deal with vessels;" that a times there
was no imedi ate use for some of the vessels in connection with its
fish business and that Appellant, therefore, sometines chartered
a vessel so that the vessel would not remain idle. O the tota
vessel s owned by Appellant none was chartered in 1935, two in 1936,
one in 1937, none in 1938, and five in 1940.

. The head office of the Appellant is in San Francisco, Califor-
nia, and the chartering contract in question was nade there. . The
vessel was chartered to the Alaska Railway, aninstrumentality of
the Federal Covernment ,and Appellant received therefor $9,045.00,
and incurred expenses in connection therewi th of §1,040.21, The
Commi ssioner included the entire net rental income in the neasure
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of the tax,

In our opinion the chartering of this vessel was a part of
the unitary business of ﬁgpellant and the net income therefrom was
subject to allocation. ny of the expenses of maintaining a ves-
sel” continue while the vessel remains idle. This vessel was used
by Appel | ant rlnC|pa[I% in its unitary business of catching, can-
ning, and marketing fish. [t was not ‘the intention of Appellant
to set aside the vessel permanently for use in some Ot her business

It also appears that Appellant needed nore vessels at one
season or during one year than during sone other season or year
and that every ship would not be used in the fishing operations
at all tinmes, The chartering of this vessel was so closely con-
nected with the general business of Appellant that it nust be con-
sidered a part thereof and the incone therefrom nust, along wth
t he otherincome from the unitary business, be allocated as re-
quired by Section 10 of the Bank and Corporation Franchise Tax Act.

ORDER

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

|T I'S HEREBY ORDERED, ADJUDGED, AND DECREED that the action of
Chas. J. McColgan, Franchise Tax Comm ssioner, upon the protest of
Al aska Packers Association in redetermning the additional tax to
be $3,134.54 for the taxable year ended Decenber 31, 1938, be and
the same is hereby nodified as follows:

The Commissioner is hereby directed to treat the net incone
from the operation of said vessel as allocable income and to recom
pute the additional tax on that basis. In all other respects the
action of said Comm ssioner is hereby affirmed.

Done at Los Angeles, California, this 18th day of June, 1943,
by the State Board of Equalization

R E. Collins, Chairnan

Geo. R Reilly, Menber
J. H i nn, Member
Wm., G Bonelli, Menber

ATTEST: Dixwell L. Pierce, Secretary
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