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This appeal 1S made pursuant to section 25557 of the

Revenve and Taxation Code from the action of the Franchise
protests Oof The Ueathernecad Conpany against vro-
franchise tax 1N t he anounts or'
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Appellant has several subsid
engage in functions such as supplying appellant with varilous
items used or sold by appellant, providing an cutlet for some
of the items manufactured by appellant, and manufacturing and
selling some of the seme types of items that are manufactured
and sold by appellant. One of these subsidiaries, LZG Leasing
Corporation (hereafter "Leasing"), is a lessor of liqueflied
petroleum gau cylinders, some of which 1t purchases Irom appel-
lant. One of Leasing's lessees, Protane Corporavion (nerealter
"protane"), is also a subsidiary of appellant.

During the period in question, Protane, which
itself had a number of subsidiaries, was engaged in the sale
of licuefied petroleum gas and gas appliances., Avpellant owmned
all of Protane’s common stock until July 1961, when 1t sold
L0 percent of the stock. Two of the five directors of Protane
were also directors of avpsllanc. One o the two dirCCuOﬂc vas
A, J. Weatherhead, Jr., wno owned 57 percent of appellant's
common stock, and the other was an officer of both corporations
Both corperations also had one other olficer in common,

sProtane had its principal offices in the same bulldings
with avte llapc The two corporations made joint use of a legal
department, a tax department, an insurance depariment, a maill
‘room, & cafeteria, a central telephone control unit, IBM
,eouiomenu, and an airplane. For the use of these Tfacilities
and servi.ces, appellant charzed Protane $200,000 annually, an
amount which represented 4 percent of Protane's annual operating

expernse.

s

Liquefied petroleum gas was sold by Protane throug
local service stations which were operated by Protane'!s sub-
sidiaries in the United States and in othexr countries. The
gag was stored under pressure in cylinders ond tanks u“ich viere
purchased or leased by Protane. Sales of gas were consummated
by exchanging Ifull cyllnde: for emoty cylinders or by Im“b—
ferring the gas from trucks into tanks on the customers!
premises.

Some oi The cylinders used by the Protane group in
this country were purchased frem appellant, and some were lease
from Leasing. Protane'!s annual vurchases from apcellant or .
cylincers used in this country ranged from 4.8 percent to 37.5
percent of Provane's total cylinder vurchases and rom 8 vercen
to 13.6 percent of avpellant's cylinder. sales. The annual
rentals paild by Protane to Leasing for cylinders used in this
country ranzed from 4.9 percent to 35 percent of the total
cylinder rentals paild by Protane and constituted from 1.8 perce
to 7.3 vercent of Leasinz's rentel income. Protans's Ioralisn
subgidlaries also useld cylinders purchusea from appeliant dDul
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Appzal of The Veatherhead Company =7 ™

Al t hough appel | ant emphasizes that it owned | ess
t han 100 percent Of Protane’s common Stock for o portion of
the period in question, it -retained a controlling interest of
60 percent. wWe have found that unitary businesses existed in
ot her cases where the stock ownership vas ' ess than 100 percenc,
(Appeal of Dohrmann Commercial Co., Cal. St. Bd. of Baua
Feb. 29, 1950 (75 percent); Appeals of Eljer Co. and
of Calif,, Cal. St. Bd, of Equal., Dec. 10, 19%6 (over

a

percent). See al so, Appeal of ¢axiand AiTcr

7

Co.

S
Yo

1
lje
50

~

t Engine Service, Inc.

Cal. 5t. Bd. of Equal., Oct. 5, l9o5‘}76fpercent).) The s<ock
interest retained by appeilant was sufficient,. in our opi ni on,
to satisfy the unity of ownership requirement.

I't is our conclusion, therefore, that resvondent's
action must be sustained.

e p— o a——

[ se n t inicn of
the voard ONn ile in this proceeding, and 000d cause appearing
t herefor,

IT IS HEREBY ORDERED, ADJUDGED AND DECREED, pursuant
to section 25667 of the Revenue and Taxation Code, thet the
action of the Franchise Tax Board on the vrotests of The
Wealherhead Company against proposed assessments of additicnal
franchise tax in the amounts of $2,861.65, $3,669.35, $3,131.82,
and $3,895.90 for the income years 1958, 1959, 1960, and 1961,
respectlvely, be and the same is hereby sustained.

Done at Sacramenin , frRlifornia, this 24th day of
Apri |l » 1667, by the State Board of Equalization.
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