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PRICE DANIEL :

ATTORNEY GENERAL N .‘ra.nuary 13 ? 1948

Hon. 8. C. McIntoeh, Director

Gas Utilities Division

Railroad Commiassion :

Austia, Texas Opinion No. V-476

Re: Agglicatiqn of Article
6060, Vermon's Civid
Statutes, to a company
transporting gas from
Texas into Msxlco.

Desgr 3ir:

- This 1s in further referense to the requsst
cofitained in your letter of Dscember 16, 1947, for the
opinion of this office whether ths gross income tax
levied by Article 6060, Vernon's Civil Statutes, ap-
plies to the operations of Reyunosa Pipe Line Company.

From your letter and other informaticn ve
are advised that the Reynosa Pipe Lins Company is a
corporation organized under the laws of the State of
Texas, with its principal places of businsss &t Corpus
Christi, Texar, and 18 a wholly-owned sutsidiary of
La Gloria Corporation, another Texas corporation. Un~
der en authorization issued bty the Fsderal Powsr Com-
mission, pursuant to the provisioans of tne Natural (Gas
Act (52 stat. 831; 15 U.8.C.A. & 717-717w, 1nci.), Rey-
nosa is delivering to a Mexican corporazion at the
Internstional Border approximately 20,000 MCF of natu-
ral gas per day. This natural gas is purchased by
Reynosa from its parent, La Gloria, from reserves in
Hidalgo County, Texas, and 1s transportsd by Reynosa
through its pipe line system approximately 17 miles
to the Rio Grande River.

Reynosa makes no sales or de¢liverissz in this
State, but, according to a letter from Rsynosa ascom-~
panying your request, sells to the Mexican company "at
the point where the pipe line facilities comnstructed
by Reynosa acrosg and under the Rio Grands River cross
the international boundary of the Uxited States of
Amsrica and the Republic of Mexico."
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Article 6060 reads as follows:

"Bvery gas utility subject to the pro-
visions of this subdivision on or before the
first day of January and quarterly there-
after, shall file with the Commission & state-
ment, duly verified as true and correct by
the president, treasurer or general mansger

- 1f & company or corporation, or by the owner
~or one of them if an individual or co-part-

h2na

nership, shoving the gross receipts of such
utility for the quarter next preceding or
for such portion of sald quarterly period as
such utility msy have been conducting aany
business, and at such time shall pay into
the State Treasury at Austin a sux equal to
one~-fourth of one psxr cent of the gross in-

-come recelved from all business done p; it
within this Stateuduring said quarter. {Em~-
phesis Supplied) - ;

Section 10 of Chapter 73 of the Acts of ths
legislature, 1933, reads as follows:

"That Article 6060 of the Revised Civil
Statutes of 1925, except insofar as 1t im-
poses a license fee or tax of one-fourth of
one per cent agalinst persons owning, oper-
ating, or managing pipe liaes, as provided
in section 2 of Article 6050, 1s hereby rs-
pealed and seald fund shall be used for en-
forcing the provisions of Articles 6050 to

. 6060, inclusive." :

Section 2 of Article 6050, referred to, limits

the tax to those,

"Owning or opérating or managing & pipe
line for the transportation or carriage of
natural gas, wvhether for public hire or not,
if any part of the right of way for said line
has been acquired, or may hereafter be ac-

. qulred by the exercise of the rignt of emi-

- nent domain; or 1f said lire or any part
-thereof is laid upon, over or mader any pub-

lic road or highway of this State, or street
or alley of any municipality, or the right of
vay of any railroad or other public utiiily;
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iocluding also any natursl gas utility author-
ézedib J18Y to exercise the right of eminent
omain,

See Thompson v. United %as Corporation, 150
SQ w. (ad) 50* TOXo 01?. A‘ppe » Vﬂt I‘Ofused.

It will be noted thst the tax levied by Ar-
ticle 6060 1s based upon a percentege "of the gross in-
come received from all business donﬁ by 4t withio this
State during said quarter. hus the question to be

etermined is vhether & pipe line company transporting
natural gas in Texas to the United States' border, mak-
ing sales exclusively at that point, is taxable under
the Aot, as "business dome by Y:hn'oonpany) within this
Stete., . . ." Undoubtedly, the salestby the company

&re sales in foreign commerce. Por example of & simi-
ler situation held to be interstate and not iantrastate

comuerce, see Interstate Nafural %as Company v. Federal
Power Qommission (Y. 8. 8, Ct. 1947), 91 L. Ed. 1355,
In &n &nalogous case arising under Article

7084, Vernon's Civil Statutes, it was held that ship-
ments of crude oll originating in Texas destined to
points outside the State but transported to sesboard
in Texas and loaded on ships in Texas ports did not
amount to "business done in Texas" under the statute
providing for & frenchise tax based on the gross re-
celpts of such business. See Clark v. Atlantic Pi
Line Company, 134 8. W. (2d) 322 (Tex. r—__%iv. App. 1939),
wr

refused, vherein Chief Justice McClendon said:

."We hold that the language 'business
‘done in Texas,' as employed im this atatute
¥&s iatended to mean buslneas begun and com-

leted An Texas, and not business degun in
;u:as and eompleted in some other state or
foreign nation, or vice versa. In other
words, that it means intrastate busineas.”

See &levo Flowers v. Pan Americax Refining Cor-
poretion, 154 §. W. (2d) 982, writ refused; and Layson

T
v. Peiroleum Nav, Co., 170 8. W. {ed) 571.

The holdings in these cases are based in part
upon Houstop B. & T. Ry. Co. v. Stats, 108 Tex. 314, 192
S. W. 1054, and like cases by the United States Supreme
Court, to the effect that a state gross rsceipts tax on

retceipts from interstiate and foreign commerce is uncon-
stitutional.
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' Your attention is also invited to Esst Ohio
g%a c§mn§gz V. Tas Commission of Ohio, et al, 283 U. 3.
R . . Ct. 499, wherein the court he that:

. "The transportation of gas from vells
outeide Ohio by the lines of the producirg
companies to the state line and thence by
means of appellant’s high pressure trans-

mission lines to their connection with its
- local systems 138 essentially national--not

2 P == TRTaVarmany HLaVeViema

- Josal-~-in character and is interstate com-
merce within as well as without that stats.
The mere fact that the title or the cuslody
of the gas passes while it is en route from
state to state is not determinative of the
question vhere interstate commerce ends.™

In our opiaion the ectivities of Reynosa Pipe
Line Company a8 described iz this opinioz &re not taxatle
under Article 6060, Vernon's Civil Statutes.

SUMMARY

A Texas natural gas pipe line company
engaged exclusively in purchasing arnd %rans-
porting gas lu Texas for zals in forsign com-
merce is not subject To ths gross incomes ax
levied by Article 6060, Vercon's Civii Btat-

utes. .
Yours very truly
ATTORNEY GENERAL OF TEXAS
By LY R o )
Jams? D. Saxullen
Assistant
Jb3:jt

APFROVED :

oo
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