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Jung 10, 1948

To Ernest H.- Johnson, State Assessor o
Re:Corporate Franchise Tax, R.S. Chapter 14, Sections 102-108

’

¥y understanding is that when we are notified by the Clerk of
Courts of the filing of a bill in equity- for dissclution, notice of
which st be given to'the Attorney General .in accordance with sta-
‘tute, we notlfy the Seeretary of State, and that office in turn no-
- tifles ' the State Tax Asaessor,. Whethser or not the State Tax Assessor
8should discontinue assessing the corporate fraenchise tax should de-
pend on the nature of the bill and the appointment of receivers,

... . In the ocase under consideratipn, the business was an sbive and
profitable one. The billl w s'brought béecause of & fight amongat the
’ stockholdeérs for the control of the corporation. That, however, is.
a rare gase, By far fhe majority of the cases are those whers the
corporation has .elther ceased to do business or 1s so hopelessly
inselvent that liquidatlion and dissolution are sure Lo result.

. Qur Court has held that a framnchlse tax may not bs assessed
against a sorporation in reeeivership, where dissolution and liqui-
datlon of the assets sre the main purpose., On the gther hand, eourts
have gensrally held that where a reeélver .continues eand operates the
business, the gorporation is stbject to the franchise tex, It -1s -
othérwise where the receiver is merely in possession to liguidate, - -

' In answer therefore ko Questien’'l, I would advise you not to 3
discontinue eorporate franchise tax sssessments, unless recelvers -
heve been appointed by the court, as, when receivers are appolnted,
the corporatlion "thereafter (hass'no right to exercise for, itsell
any.of “the privileges confefPed upon it by the State.” Johnson vs.

. Johnsem Bros., 108 Malne 272, at pege 275, This tax, it is there
sald, I8 Tin the nature of .an annual license fee for the right to ' .
continue to exércise the privileges -conferred upon it by the State,”

Question 2 I leave yéufto_handlé in accordénce-with'éur tele~
phone conversation. :

T - ' Abrgham Breitbard -
Deputy Attorney Genersal
AB{G . & ’



