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Austin, Texas Re: Whether, under the facts

submitted, a corporation
chartered by a Pollce
Officers! Association 1is
exempt from the fran-
chise tax requlred by
Chapter 12, Title 1224,
Dear Mr. Calvert: Taxatlon--General,V,A,T 8.

This 1s in reply to your request for an opinion on
whether a certain corporation chartered by a Police Officers!
Asgociation 1s exempt from the payment of franchlse taxes.

Article 12,01, Chapter 12, Title 122A, V.A.T.S,, Imposes
a franchlse tax in words as follows:

"(1) Except as herein provided, every domestic
and foreign corporation heretofore or hereafter
chartered or authorized to do buslinesas 1n Texas
or doing business in Texas, shall, on or before
May lst of each year, pay in advance to the Secre-
tary of State a franchise tax for the year
following ... "

Article 12.03 of gaid Chapter 12 provides in part as follows:

"The franchise tax imposed by this Chapter shall
not apply to ... corporations organized ... for
strictly educational purposes, or for purely
public charity ..."

You do not give any facts as to how the corporation in
question 18 actually operated; but you state the purpose -
clause of 1lts charter, and we will answer on the assumption
that 1t 1s operated strictly in accordance with the purpose
clause, The purpose of the corporation ls stated as follows:

"The purpose or purposes for which the Association
1s formed are as follows: The support of any benevo-
lent, charitable, or educational undertaking and
partlcularly to promote and develop friendly and
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fraternal spirit among all of the employees of
the Police Department, and to generally increase
the efficiency of the Police Department by pro-
viding lectures, lnstructions, written material,
and other educational alds in thelr duties."

The answer to your question as to whether this corporation
is liable for franchlse taxes depends on whether, under the
words of 1ts purpcse clause, this corporation 1s organized
"for strictly educational purposes, or for purely public
charity."

We have been unable to find a court declsaion directly 1in
point, but some cases construlng other atatutes are helpful
in deciding this question, In the case of Conley v. Daughters
of the Republic, 106 Tex. 80, 156 S,W, 197, the Supreme Court,
In declding whether a corporation was lawfully created under
the statute authorizing a private corporation for "educatlonal
undertakings," saild:

"Whatever educates is within the meaning of
teducatlional undertaking'., Education in the
gense as used in the statute includes: 'In 1its
broadest sense, ... not merely the instruction
recelved at school or college, but the whole
course of training, moral, intellectual and phy-
glcal; is not limlited to the ordinary instruction
of the chlld in the pursuilits of literature, It
comprehends a proper attention to the moral and
religlous gentiments of the child, And 1t 1is
sometimes used as synonymous with '""learning"t,
14 Cye. p. 1230."

The general trend of the Leglslature of Texas to be generocus
in 1ts exemption from taxatlon of educational projectsg is
gtated 1n the case of Harris v. Clty of Fort Worth, 142 Tex.
600, 180 S.wW.2d 131, as Tollows:

"The Congtitution and the Statutes of this
State evince a liberality in the exemption from
taxation of property for educational or religious
purpcses.”

A case in another state that 1s helpful in deciding
this question 1s the case of Anclent and Accepted Scottlsh
Rite of Freemasonry v. Board of Commissiohers, 122 Neb. Ho0,
201 NW 93, 1n wnich the Supreme Gourt of Nebraska decided
that a Scottish Rite Temple was exempt from ad valorem taxes
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under the Nebraska statute exempting "property owned and
used exclusively for educational, religlous, charitable ...
purposes,” even though the building included a banquet hall
and was algo used for social activlities for its members; and
in its declslon the Court saild:

" ... lexicographers and the courts agree in
defining 'educationalt! ag pertaining to 'educatlon!
The latter word taken 1In its full sense 1s a broad,
comprehensive term and may be partlicularly directed
to elther mental, moral or physical facultles, but
In its broadest and best sense 1t embraces them all,
and includes not merely the instructions received
at school, college, or universlity, but the whole
course, of training--moral, intellectual, and
physical.

"An educational purpose ls synonymous with an
educational undertaklng, and whatever educates is
within the meaning of an 'educational undertaking.!'"

We are not unmindful of the recent case of Phlnney v.
Dougherty, 307 PFed.2d 357, in which the United States Court of
Appeals for the 5th Clrcuit held that a gift to a student ald
fund for the benefit of a university fraternlty was not exempt
from income taxes under the statute exempting lncome to corp-
oratlions "organized and operated excluslvely for educational
purposes."” The exemption was not allowed in that case because
the court, apparently, approved the finding of the Treasury
Department to the effect that the fraternity was "operated to
Provide most importantly soclal club facilitles" and that the’
"fraternity house serves both the educational purposes of the
University and the soclal purposes of the fraternity." We do
not think that the Phinney case would control this case, be-
cause in this case we must presume that that the corporation
in question does only those things stated 1In the purpose
clause of 1%ts charter, whlch does not contemplate soclal pur-
poses. ‘ '

An examlnation of the purpose clause shows that the
purpose stated therein can be divided in two parts, the first
art beginning with the words "the support of any benevolent,
charitable, or educational undertaking," and the second part
reading in full as follows: "... to generally increase the
efficlency of the Police Department by provliding lectures,
instructions, written maberlal, and other educational alds in
thelr duties."
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We unhegitatingly are of the opinion that the second
part of the purpose clause is "for strictly educationa
purpoges" within the terms of the exemption statute; and the
words are so plaln that we do not belleve that there could be
any argument about them,

We are also of the opinion that the first part of the
purpose clause 1s "for strictly educational purposes, or for
purely public charity;" but we realize that there could be
some argument in thls regard, and for that reason we will
dlscuss the words of the first part of the purpose clause
which says: "The support oif any benevolent, charitable, or
educational undertaking and particularly to promote and deve-
lop friendly and fraternal spirit among all of the employees
of the Police Department ... ." The words "benevolent, chari-
table, or educational undertaking" clearly come within the
provision of Article 12,03, exempting a corporation organlzed
for "educatlonal purposes or for purely public charity." The
additional words of the purpose clause that follow, to-wlt,
"and particularly to promote and develop friendly and fraternal
gpirit among all of the employees of the Police Department,"”
are not as clear 1ln that regard; but we construe those words
to be an explanation or amplification of the precedlng words,
that is, they particularize a specific phase of the main sub-
Ject, that of benevolence, charity and education.

It 1s our opinion that the corporation in guestion,
under the purpose clause set out above, 1s exempt from the
franchlse tax Ilmposed by Article 1201 Taxatlon--General,
V.A,T.S.

SUMMARY

A corporation organized by a Pollce
Officers' Assoclation to support a "bene=-
volent, charitable, or educatlonal under-
taking and particularly to promote and
develop friendly and fraternal spirit
among all of the emplovees of the Police
Department" and %o Increase efficiency by
providinglectures, instructions, written
material and other eucatlonal alds, 1s
exempt under Article 12,01, Taxatlon--
General, V,A.T.S8, from the payment of
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a corporation franchise tax.
Yours very truly,

WILL WILSON
Attorney General of Texas
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Assistant Attorney General
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