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% Genying the clain of Carrier Cﬂfporo* T

tax in the amcunt of §11,116.96 for the income ye
e

-Associate Tax Couasel

e,
-
3

zoellant, a Delaware corporation. manufaciures and

¢

sells a2ir o :&;tlone s and feWthQ equipment. Its executive
offices and chiefl n9¢u¢aCuhr1”b ants are in New YO%k and it
is engeaged in a multistate Duklness, It commenced doing
business in Celifornia in 1936,

To prevent convinuing sales losses resulting fronm
lack of a readily available financing rwedium, eppellant
contracted with Whirlpool Corporation. It was agreed that i7
appvellant purchasad a designated amount of stock of Aonliisnce
Buyers Credit Corporation (hereafter referred to as beu), a

2.



topeal of Carrier Corporation

Deieware firancizl corporation then wholly owaed by Wnirlpocl,
ASCC would then handle appelWthzs sales finsncing., Thereaiter,
pursuant to the vlan, by acquisitions in 1958 and 1960,

appellant acquired 20 percen ABCCls common stock. ABCC
cormenced doing business in fornia in 1959, Lppellant never
claimed it was engaged - in a ary %us*“eﬂ “with £BCC.

ABCC incurred a s e net operatiﬂg loss in 1953,

causing eppellant to sell a e ABCC sTock, The last sale of
the stock occurred September 15, 196k, at a loss to appellent

of ”2,0625025° . :

Mopellant also contracted to purchase a majority of
the common stock of the Alr Conditioninz Corporation (herealier
referred to as ACC), one of aonellaau‘s indesendent distributors.
‘his wes an arrangement undertaien to lmprove ACCHs manageument.
‘Pursuant to the agreem ment, an experlen nced 1 menager was hired for
ACC, and agpellant ac‘ulrea the stock with the understanding
bﬂav ¢u ”OulQ ultinately be retired end the manager would acquire
001 ok ast in ACC when a loan by epoellant to ACC was
gdLQ and ACC had accumulated sufficient eernings. The stTock

was retired pursuant to the agreement 1in 1964 at a loss to
appellant of $19,%09. ‘

The losses from the stock sales of ABCC and ACC were
not cleimed on eppellant’s return, However, in its diszllowed
claim For refun -appellanc-assefued thatl The losses . were uwnitary
business losses deductible fronm appellanb”s unitary business
income and thus allocable in part to Califorania.

_ franchlse tax purposes, the netl incoms of & univary
53 be allocated within and without the stete by a
T sting of factors such as prooerty, payrcll, and

S entire business. (Rev. & Tax., Code, § 25201;
5] v, McColean, 17 Cal. 2d 66% [111 P.z& 33h%, affid,
3% [86 L. Ba. 9917.) pnel ¢'s peositicn is

co efore, o lce The net income
at uteble to Cal , contends that
o tock losses ar nellant®s
cozrerciel domiclle

In support of its contention that tThe stock lossss
sh.ould be deducted Treom the unitary iancome as unitary business
iosses,. eppellant cites federal declslons holding that losses
from se of stock are deductible in full as ordinary and
necess siness eéxpenses or losses rather than es capital
losszes tne stocl had been acquired and nela for reasons
cf bus ecessilty end not for investnent - {See,
€.8., Wine end iicuor Co., 18 T.C. 'LO9O5 3*'-1 Cismissed
205 =, Jonn J rier Co. v. United States, 328 7.2d& 163;
Weethe in Meio,, DKT. Wo. 93799, April 8, 19&3;
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Smith & Welton. Inc. v. United States, 164 F. Suop. 607,
However, these cases were not coancerned with the allocation of
income under California law: '
alif it applies to the Tacts of this

ca fied Pacific Co. V. McColgen, 68 Cal.
Ay P.2 case concerned the allocation

ot or S T which was infezrally conrnected with and
us 7 the multistate business of the corporate '

to The court held that the dividends were attributable
ple 5 of the svock and tnat t-ﬁ situs of The stock wes at
the commercial comicile of the stockholder, that is, the placs
from wnich the business was directed and controlled and wnere a
major.varc of the business was conducted, The same rule logically
epplies to stock losses, and we have Drev*oas_y so held, (loosalcs

© Safewav Stores. Inc,, Cal. St. Bd., of Equal., March 2, 1502.)

) Accordingly, inasmuch as apvellan
1s in ¥ew York, we conclude that the stocklosses are novu
deductiple from income attributable to Czliforniza.

Pursuant to the views expressed in the csinion of
the board oa file in this proceeding, and goold czuse &pjtearing

therefor,

IT IS HEREBY ORDERED, ADJUDGED AND DE KZID, pursuani

A

- o

to section 26077 of the Revenus and Taxation Coae, that tThe
act;on of the Franchise Tex Board in denying the claim of
Carrier Co rooration for refund of franchise tax in The amount
of $11,116.96 for the incomes year ended Ociober 31, 196%, be
and tle sexze 1s hereby sustalined, : :

Done at Sacramento . California, thisz 7th ay
of March -, 1967, by ihe State Board of BEqualizailion,
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