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 (  for      3, and all other subsidiaries of 

 had a unitary relationship with Petitioner. The Bureau included these entities in 

Petitioner’s apportionable income and apportionment factor and issued a Notice.  

representing Petitioner as they provide management services, protested the Notice and disagreed 

with the inclusion of all  subsidiaries in Petitioner’s combined reporting. The Bureau 

acknowledged the protest and sent the matter to the Tax Commission’s Appeals Unit (Appeals) 

for administrative review.          

Appeals reviewed the case and sent Petitioner and  a letter explaining the options 

available for redetermining a Notice.  responded and requested an informal hearing, which 

was held on April 7, 2025. After the hearing, Appeals requested additional information, which 

 provided. Having reviewed the file, the Tax Commission hereby issues its final decision.  

ISSUE 

 The issue on appeal is whether Petitioner had a unitary relationship with  and its 

subsidiaries.    

LAW AND ANALYSIS 

Idaho Code section 63-3027(t) states in part,  

…the income of two (2) or more corporations, wherever incorporated, the voting 
stock of which is more than fifty percent (50%) owned directly or indirectly by a 
common owner or owners, when necessary to accurately reflect income, shall be… 
apportioned as if the group of corporations were a single corporation, in which 
event:  

 
(1) The Idaho taxable income of any corporation subject to taxation in this state 
shall be determined by use of a combined report which includes the income, 
determined under paragraph (2) of this subsection, of all corporations which are 
members of a unitary business, … apportioned using apportionment factors for 

 

3 These companies filed each separate Idaho return on their own.  
4  and its subsidiaries, except for Petitioner,  and  did not file to Idaho.  
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Idaho Rule 341.02, the Tax Commission must now review whether there was “centralization of 

management”, “economies of scale”, and “functional integration”12 between the   and 

 to determine whether there were significant flows of value.  

Centralization of management 

The Notice explained that there was centralization of management as  and its 

subsidiaries, including the    and  shared multiple common officers and 

directors. The Tax Commission reviewed the lists of officers/directors13, showing each of the 

entities in the   had two or three directors during the years under review, and at least 

two of the directors in the   were also  directors. The protest explained that 

“  involvement is in a stewardship role, exercising limited oversight of its portfolio 

companies for the purpose of reviewing its return on investment, similar to what a bank or a Private 

Equity Fund could do with its investments.”  

Idaho Rule 35.01.01.342.02.b. Stewardship Distinguished.  

Centralized efforts to fulfill stewardship oversight are not evidence of centralization 
of management. Stewardship oversight consists of those activities that any owner 
would take to review the performance of or safeguard an investment. Stewardship 
oversight is distinguished from those activities that an owner may take to enhance 
value by integrating one (1) or more significant operating aspects of one (1) 
business activity with the other business activities of the owner. For example, 
implementing reporting requirements or mere approval of capital expenditures may 
evidence only stewardship oversight. 
 

 

12 Idaho Rule 341.02 explains in part that these factors provide evidence of whether the business activities operate as 
an integrated whole or exhibit substantial mutual interdependence. Facts suggesting the presence of the factors 
mentioned above should be analyzed in combination for their cumulative effect and not in isolation. A particular 
business operation may be suggestive of one (1) or more of the factors mentioned above. 
13 Lists of officers and directors, provided by  and the Form 1125-E details, Form 1120, federal filed by 
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The Tax Commission found that the involvement by two of  directors in the 

  board meetings alone is not definitive evidence of centralized management as it 

could be only stewardship oversight.  

Idaho Rule 342.02.a., states in part that, “[c]ommon officers are more likely to provide 

evidence of centralization of management than are common directors.” To identify common 

officers, the Tax Commission further reviewed the management hierarchy charts provided by 

 showing that each company had its own CEO, CFO, and managing officers in its 

business operations, i.e., marketing, operations, quality and engineering, customer service, human 

resources, and sales. The protest also explained,  

Given the diverse industries of the portfolio companies and the specialized know-
how required for their niche operations,  is neither involved with the day-
to-day decisions nor the operations of the portfolio companies. Each of the portfolio 
companies operates autonomously from  with its own headquarters and 
executive/management team (i.e., a CEO, CFO, controller, HR leader, 
sales/marketing team, etc.), and that local executive/management team controls the 
day-to-day operations of the company. 
 
The Tax Commission found that the   maintained its own 

management/executive team and therefore there was no centralization of management.  

Economies of scale 

To investigate the unitary issue further, Appeals requested additional information, 

including, but not limited to, the detailed “to/from” analysis of intercompany transactions. 

Petitioner provided their “to/from” analysis, showing that there were some intercompany 

transactions, i.e., sales, interest, management fees, IT service fees, etc., between the   

and  The sales, treated as intercompany transactions, were from -   a 

subsidiary acquired by  in 2018. Prior to the 2018 acquisition, the   was a 

customer of -   The relationship between the   and -  
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 did not change after they became affiliated, and neither of them functionally integrated 

into each other or with  As for the interest, treated as intercompany transactions, 

Petitioner argued that this is a cash sweep arrangement that the   had with  

which is within the "type of occasional oversight-- with respect to capital structure, major debt, 

and dividends--that any parent gives to an investment in a subsidiary..." F. W. Woolworth Co. v. 

Taxation & Revenue Dep't of N.M., 458 U.S. 354, 368-69 (1982)14. As for the management fees, 

Petitioner explained that, as part of the investment function,  provided financial oversight 

and services, e.g., internal audit, income tax, etc., to the   and charged service fees. 

Petitioner argued that the services performed by  were “within what would be expected of 

a parent-subsidiary relationship”. Tennaco W., Inc. v. Franchise Tax Board, 234 Cal. App.3d 1510, 

1528 (App. 4th Dist. 1991)15. There were service fees, i.e., administration of insurance benefit16, 

reimbursement of insurance premiums, IT support services, etc., Petitioner treated as intercompany 

transactions with  and its subsidiaries. These service fees may be an indication of 

economies of scale; however, the amount of these transactions was minimal. The Tax Commission 

found that there were some flows of value but they were not significant enough to support the 

unitary relationship the Bureau asserted in the Notice.  

Functional integration 

Idaho Rule 342.01., states in part,  

 

14 F. W. Woolworth Co. v. Taxation & Revenue Dep't of N.M., 458 U.S. 354, 368-69 (1982), concluding that a unitary 
relationship did not exist between Woolworth and its subsidiary, despite that "major financial decisions, such as the 
amount of dividends to be paid by the subsidiaries and the creation of substantial debt, had to be approved by the 
parent." 
15 Tennaco W., Inc. v. Franchise Tax Board, 234 Cal. App.3d 1510, 1528 (App. 4th Dist. 1991), affirming trial court's 
determination that Tenneco West's oil business was not unitary with its subsidiaries' shipbuilding, packaging, 
automative parts and farm equipment businesses, despite that the parent provided centralized employee benefit plans, 
cash management, tax support, and internal audit, finding that "Tennaco's degree of centralized management was not 
strong but instead simply evidenced such corporate activities as would exist in most parent-subsidiary relationships." 
16 Health, prescription drug, dental and vision benefits. 
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Functional integration includes, but is not limited to, transfers or pooling with 
respect to the unitary business’s products or services, technical information, 
marketing information, distribution systems, purchasing, and intangibles such as 
patents, trademarks, service marks, copyrights, trade secrets, know-how, formulas, 
and processes. 

  
The Tax Commission reviewed whether there was any functional integration 

between/among the   and  including its subsidiaries. Although, as previously 

stated in this decision, there was a sale treated as an intercompany transaction between the  

 and a subsidiary of  however, it was minimal. There was no royalty or commission 

the   paid to or received from  and its subsidiaries, which indicates that the 

  retained its own patents, copyrights, trademarks, etc. The Tax Commission found no 

functional integration between the   and   

These factors: centralized management, economies of scale, and functional integration, 

provide evidence as to whether the business activities operate as an integrated whole or exhibit 

substantial mutual interdependence. The Tax Commission found none of these factors support the 

unitary relationship the Bureau asserted in the Notice. However, before reaching a final 

determination in regard to whether there was a unitary relationship between Petitioner and 

 the Tax Commission will review Petitioner’s filings to other states for state-to-state and 

year-to-year consistencies. To review state-to-state consistency, the Tax Commission requested 

copies of the state income tax returns Petitioner filed to California, Oregon, and Utah. Petitioner 

provided the   state returns, which are just like the ones filed with Idaho, reporting 

its own income separately from  and its subsidiaries. Appeals compared each state’s 
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returns, including Idaho returns, with the   audited financial statements17 and found 

that these returns are consistent year to year.     

The Tax Commission finds some flows of value, but they are not significant enough to 

prove that there was a unitary relationship between/among the     and 

 and its subsidiaries. 

CONCLUSION 

For the years under review, the Tax Commission determined that a unitary relationship did 

not exist between/among the   and  including its subsidiaries, and found that 

the   separately filed Idaho returns are correct.  

THEREFORE, the Tax Commission CANCELS the Notice dated October 4, 2023, directed 

to Petitioner.   

 An explanation of Petitioner’s right to appeal this decision is enclosed. 

 DATED this    day of      2025. 

      IDAHO STATE TAX COMMISSION 

  

 

17 The Tax Commission requested during the hearing, and Petitioner provided.  






