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PYeayr 8ir:

of a ¢colleecting or co ther in connection with
their legal practice : £rom such practice.

It appears from youp le sipess of a collecting

or commercial age conducted under a trade
name and that the stion refused to pay said gross
receipts t he fact\that they were attorneys.

de, or business done, or reports made,
-quarterly, on the first days of January,
April NJuly an@ Oc¢tober of each year, & report to the
Comptrolier wfider oath of the individual or of ths
president,-freasurer, or superintendent of such company,
corporation or asscciatlon, showing from business done
within this dtate the gross amount received in the
payment of charges for collections made and busineas
done and reports made during the gquarter next preceding.
Such individuals, companies, corporations or associations
at the time of making said report shall pay to the Trea-
surer of this 3State an oocupation tax for the quarter
beginning on said date egual to one-half of one per cent
of said gross receipts as shown by sald report.®
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S Your inguiry resolves itself into thie: If the busi-

,ness of operating, owning, managing or controlling a collecting
/ agency or a commercial azency within this State is a mere incident
' of the professicn of law, thls gross receipts tax will not lie azainst
the attorneys involved in your letter. I1f, on the other hand, the
7 operation in Texas of a collecting or coumercial agenocy is an
f independent business rather than a necessary incident to the
practice of lawv, then we niust hold that the attorneys in question
are lieble for this gross receipts or occupation tax deapite
their professional franchlise to practice law,

We think tis line of demarcation between the profession
of law and the business of conducting a collecting or commercial
agency is clearly drawn by the authorities, and we sre constralned
to hold thet the attorneys involved in the imstant case must pay
the gross receipts tax levied by Article 7061, Revised Civil Statutes.
A "collection agency”™ was defined by the Court ia
KoCarthy v, Hughes, 88 A. 984, as follows!

"A ‘collection agency*®, which is defined as a
concearn which ¢ollects all kinds of claims for others
and to whor it renders accounts, guarantees to use its
best endeavors to collect the claims and to seleot a
competent and reliable attorney when suit is necessary,
for whose negligence, dishonssty, or unaunthorized acts
1t will save the creditor harmless.”

A “commercial agency" was defined by the court in case
of Zugalla v. International kercantile Agenoy, 142 Fed. 927, 930,
ag follows:

"A 'commercial agency' is a person, firm, or
corporation engaged in the business of collecting in-
formation as to the financial standing, ability, and
credit of persons engaged in businese, and reporting
the same to subse¢ribers or customers applying and pay-
ing therefor.”

The term "coumercial agency™ is again defined as follows:

"Commerciel agencles are agencies whose business
it is to collect information as to the circumstances,
meens, and pecunlary ebility of merchants and dealers
throughout the country, and keep accounts thereof, so



Hon. Geo., H. Sheppard, February 17, 1939, Page &

that the subscriber to the agency, when applied

to by a customer to sell goods to hic on eredit, by
referriag to the avsency or to the lists which it
publishes, mey escertein %“he standing and responsibil-
ity ¢f the customer t5 whor it 1s proposed toc extend
eredit.” Eaton, Cole & Buraham Coc. v. Avery, 83 N. Y.
31, 34, 38 Am. Rep. 3893 Senesee Uav. Bsnk v, Michigan
Sarge Co., 17 N.-%. 790, 793, 52 lich. 164; 40 C. J. -
636; State vs. Xorgan, 48 !, .. 314,

The practica of law, a8 commonly known and understood,
really needs no definition, but in view of tie conteation of
the attorneys in the instant case that practice of law ocomprehends
e commercial ageacy, we quote the following definition froz the
court in the case of State Bar of California v. Superior Court
in and for Los Angeles, County, 278 P. 432, 437:

"The *practice of law' {s the doing or perfoming
services in a court of Jjustice, in any manner depending
therein, throughout its various etages, and in oomformity
to the adopted rulea of procedure. But in a larger -
sense it includes legal advios anéd counsel, and the
preparation of lagal instruments and contracts dy wiloh
legel rights are secured, &lthOJQB such matter nay or
ey hot be depending a oourt. ,

Tha oase of Kendrick v, State, 120 So, 1‘8, by the Suprems
Court of Alabemm, olearly differentiastes the practice of law from :
the operation of & collecting or commervial agenoy. This case
turns upon a construction of an ae¢t prohibiting anyone dut. a
licensed attorney from underteking for another the colleotion of
claims out of court, with reference to the constitutional provision
Tequiring each law “o contain but one subjeot whioch shall be clearly
expressed in its title. The court held the act to be vilclative of
-such gonatitutional provision in the following signifioant language:!

"To practice law 1s to exercise the dalling or
profession of the law, ususlly for the purpose of gein-

ing a livelihood, or at leest for gain. To e e in

the business of collectins claizs Dy dexand Or negotia-

Tion out of ©court 18 not L0 practice lew, Lhere %a no

Eore naecegsn Telation between the two than Lhere 18

between Lhe prootice 07 LOW and scores of otherl thinzs
[ch lawyers, in common wii

: . 1
w 1tk other foIEs, must 4o in
oTder to be able Lo follow GLAeLr EIr?arent vogations.
nvolves a

ihe act under conslderation, section ,
rediecel change of meaning in the ocllocation of words
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“practice law.” To ocollect claims out of court, that
is, without recourse to legal remedies, and to practice
law connote very different things to tiie lay mind,

and ve have stated the steps necessary to the waxing
of a licensed lawyer, in order to show how broad is
the teohnical difference between the two. The opinion
in Ex parte Cowert, supra, preseats & close analogy.
The laanguage of that case (page 100 (9 So., 225) we
think =mey be falrly paraphrased as follows: ¥No man
to whomr 1s presented a proposition to amend a statute
declaring that regularly llicensed attorneys alone have
authority to practice law, would for a moment conceive
the proposition to involve an inhibition against the
collectlion of claims by demand or negotietion out of
court by anyone but a licensed attorney.“

¥e have no ¢ifficulty in answering your question in the

| arrirmntive, and you may &ccordingly proceed to collect from the

attorneys in question the gross receipte tax levied by Article-

7061, Revised Civil Statutes, 1925, by virtue of the omnarnhip,

oporation or managemcnt by them or a "oollecting agency™ or
'counorcial agency” within the meaning of said statute.

Yours very truly
ATTORNEY GENERAL OF TEXAS

By ( EJWH?_\
t E. Refr, Jr.

' Agglistant
PRN:N

APPROVED



