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Honoratle Tom ., feauchamp
fecretary of Gtete
-Austin, Texas

Dear 81r: Oplnion -59
: Rot Guns tion e short term
_ loans in ¢ eornor-to

chise tux

your lettor f Xerch 28,
\the following questions:

} notes owed by

o This Dcyartunnt is i
19389, 1u~!hioh You Tequest an op

* wl, Bhould short te

& -corporation, whiokh motes ! than one year
past maturity and s at the olose of
the corporation’s r, be taren into
convideration iy to be computed

under Article

and debentures maturing
of) 1asue be takea into
the taxes to be computed
nd68, where it is cbvious
" the ep¥porationt's cperations, ss
s periolof years by thsir franchise
ol in this office, that the indebted-

o sapifyed than would ba indicatca by each
separate Yeport standing alano?* '

Artiocle 7084, Bavined Statutes 1925, as amended :ictse 1931
42nd legislature, p. 441, Ch. B&S, Sec. 1, previﬁaa that the
rrunohise tax of corporations shali be based upon:

*. « « that proportion of the outstanding capitsl
stook, surplus and undivided profits, plus the amocunt of
outstanding donds, notes and debemtures, other than those
maturing in less thapn a year from dete of issue ., . .*
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The purpose of the legisleture in adding notes, bonds
vond debentures paturing n less than one y«sr from date of issue
wes tC meucure the tax on rfone bagie 20 &s to include the sctual
perxanent cepital of the corporation, which hsed previously been
excluded in some instances becsuse cf its form. However, in deter-
mining how thkis result istc be accomplished we must look to the
body of the nsct itselfl.

By its express language, Article 7084,as azended, exgepis
notes maturing in leas than a year from date of issue, the sols
oriteria ie the maturity date. Ro qualification is mede for notes
which may be cutstanding end unpeajd after the maturity date or at
the eloao of the corporate accounting year.

Paper payable on demand iz due and actionable 1:nn¢iatoly
without demand. 6 Tex. Jur. p. 681, Sec. 76, Therefors, notes -
peyable on demand mature less than a year from date of 1ssnn qnﬂ
ooms within the statutory exception. _ -

It wes stated in Southern Realty COrporation Y. Hﬂclllul,
(CCA S5th, 1933) 65 Fred. (2) 934:

"The exclusion of short-time loans, that ie, those
for less than & year, is also not arbitrasry. If such are.
sotually repeid within the year, they have not been -
capital employed during the whole tax pericd., If renewed
throughout the year, they may serve to prcvldo working
capital Just as though originally for a yesr, but in
truth they are no permanent capitel, but the indulgence
is at the will of the creditor and generslly purchesed
by a high rate of interest, A line of cleavege wam -~
proper to be made at some point, and one year, the period
which the tax is to ocover, was not an unroqsonnblo pluoc
to fix i¢." _

, %ith reference to your second question, we assume that in
each instance there 1s a bona fide renewal or extension of the
paper 80 a& tc maiure short of a year from the date of renewal.
Artiocle 7084 makes no mention of renewals or sxtensions.

Two views zay be taken. First, the original issue date
may be taken as the "date of issue” rurarred to in the statute,
end if extended so that the second period plus the original period
is nmore thean one year, the final maturity dete would be mcre than
one yeer from the original "date of issue™. On the other hand,
the position may be teken that when the paper is extended or
renewed, it is in fact and effect a reissue of the paper and when



Hor. Tox 1. Beeuchamp, karch 29, 1939, Page 3

computing the maturity dute, the date of reissue wculd re ile
actual "dnte f issue" referred tc¢ in the satatute.

Bona fide rerewels cor extensions are noc more ir conflict
with the express intention of the legislature &nd terms of the ict
than jssuling de:rand notes vhich the payee sulfers to rum more than
a year without collecticn; 4isszuing notes msturing less than a
year frox date of iseue but which ere asllowed to run for seversal
years without renewasl cr payrent; notes, bonds and debentures
which are called in snd cancelled and new obligations actually
issued. In oach instance the indulgence ig at the will of the
creditor.

&lthough this point was not specifically before the
oourt in the Southern Reslty Corporation case quoted above, the
ect was examined from the standpoint of its wvalidity and we think the
ressoning of the court is sound when applied to the instant case.
Yo substitute another basis for oonpuuna the tax would be to

hmhtc.

. : ¥We are of the opmon that each or your quutxons -houm
be ennlom in the negative,

Tours very truly
ATTORNEY GENERAL OF TEXAS

ocil C. camck
Assistant
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