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Appeal of Lear Siegler, Inc, (Former Sisgler Corovoration)

The newly acguired businesses were incorporated inte
several operating divislons created by appellant. During tThe
income ye@fs 1956 and 1957 the operating divisiocns consisted of
the Siegler Heater Division, principally located in Illinoils,

a manulwctu”e of commercial space heatvters; The Hallamore
Elecvronics Division located in Ananeim, Califocrnia, a manu-
facturer of military and iadustrial communication systems; and
the POWWy—GequaT Division located in Pasadena, Calliicrnla, a
manufacturer of commercial wall heaters, flcor furnaczs, and
related products. In income year 1958 avpellant added The
Olympic Division located principally in New York, a menufacturer
of commercial radio and television sels; the Bog cn—Pwesto
Division principally loceated in New Jersey, & manulacturer of
high fidelity sound systems and recording dilscs; aﬂﬁ the Baby-
Mate Division principally located in Los Angeles, Californla, a
manuiacturer of infants! furniture. Each of the divisions
conducted interstate operations.

Zacn of appellantis conerating d nad its own
starff of exescultives Wi viers assigned rest ¢y for the
business ectivity conducted by that. divisi h division
maintained separate durchasing, englineering, and marxketing
departments. Thers was no centralizaticn of The accountirg of
the operating divisions and no interchangze of key emplovaes.
Although the Holly-General Division did in cone instance develod
a product for Tthe Iear Siezler Division, there was no significant
interdivision Transfer of goods or services. XFach Givision had
the right To participate in common profit sharing and health
insurance vlans, but was not reguired o do so.

For the income years 1656 and 1957 avppellant!s cor-
porate office maintalned & liazison with tThe operating divisions
through Two corporate officers wno periocdically visited the
divisions for dGiscussion andé review of division business., They
also male arrangenents for any financial assistance reqguired for
Clvisicn business.

e income year 1958 apvsllant moved its
! ers to Los Angeles, Calitornia, and estebli
orate services division., This divisiocn aszsunmed
1 T providing finencing and also provided ceria
e es for the operating divisicns., The cost of
operating The corporalte services division was allocateld amony
the overating divisions., Thre staff of the corporate services
division was expanded from two to six people during 1958 and
in subcequent years has growa to a total of 26,

m 33
Tha holdi
aada 2nA oomnorata
neads and corrgerace
pracuice during the
_——— P . 1 . -

pracilce has been e

2
D

s
o]

\ (-).‘



Respondent dete ned that appellant's entire business
operation constituted one itary business and reallocated the
combined iIncome within an thout the stalte by use of a single
apporticnment Tormnuia. Ix iency assegsments weve issued for
the income years 1856, 19¢ and 1958,

It is appellant ontention that ezc e C¢ivisions
was a comvletely separate Siness with virtual my in
operation and managenment, that the separate & aponor-
Tiomment o inccme for ea ivision accurately ts income
attributanie Tce Californl urces. Resgpondent eg that
there wasg considerable op ional Mseparateness, Nevertheless,
it contends that 1ts dete: ation is sustainesd by & centraliza-
tion of nmanagement and ad strative functions and a hign degree
of financial control eXer d by a central authority.

A Buginess ¢z tions rried on at locationsg within
and withou® the state under common owacrshin constitutz a ingle
unitary business when The oneration carried on within the ~tate
is depesndent uvpon or contritubtes to the cpsraticons conducited
outside the state. (Zdiscn Californis Stores, Inc., v. McColgan,
30 Cal., 24 472 [183 r.2d 101.) 7The interdevencence of ihe
busineszs activitizs is established where tThere is unily of
cvners! unity of cowneration as evidenced by central ovurchasing,
adverciszi accounLis and maénagement; and unity of use in a
xacub c nd general system o c2eraticns.
: Cel. 2a 664 [111 P.2¢ 334], affig,
Superior 0il Co., v, Iranchiszs Tax
THote. 545; 336 P.2d 337; donoluiu
d, 60 Ccal, 24 417 [34 Ca Rotr. 2521
s is unitary, the entire ome
be combdl by use of a sinzgle formula,
(RKO Teleradic Pi v. Pranchise Tax Board,¥ 245 Cal,
Lop. 24 Co., v. Franchise Tax Board,
8 aopeal dismissed, 343 U.S. 93¢
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Aopeal of =iy -The Siegler Corporation)
develoning fectors disclosed by the record, such as increased
administrative conbtrol, cocrdinaticn ¢f ressarch and development
and of advertising, some common purchasing activity, continuous
interchange of Tunds betwesen the divisions and other common
activities.

During the inc ears 1956, 1957, and 1658, however,
we do not find any signi nt connection betvecen the earnings
or losses of one divisior a resuvult of activities carriled
on by another division oz behall of the group as a whole,

For tThis rceson we nust re se respcendent'ts determination that
all of eaopellant's busines ctivities constituted a single
unitary business.
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