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1no :> tc: p~ • ' cept ill t he 0 or u 
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"I wo t1 very rnuob Cl>l rno1n~ a 1:r1t t n op1n-
1on ns to ;twth r o :- t aalor1 n ot c ' lojte • 
or r o 1~ \ds opnrot1ns undo~:' ~:odor 1 !' co1v r­
&A1po, ot h r then tJul r c ! v .r u~,-·tolnt b7 
th edorol ~")U%"t, or sub .. oct w ct t 1n• 
0 0 to.x. " 



-a- Jul7 18, 1037. 

e b.oYo noontl.y, 1n an opinion to you 4ote4 
kly , 103?, conoom1n 'he t~bllit.J ot ~ )loyeca ot 

ll'edenl • rve Benke, r&Ylewo4 o\ acme lcmatb the t1a~17 
end preaant atatuo ot t o:mot1tutlonal pr!no:t.ple that u 
nato ccnnot eao ottal fV.>Yorncontol tunotiou ot 
t he Unlt d tatoa Oo't' rn=ont, fln4 l'Clter ,au t o tb t 
opinion, doolllne 1t UJmeceeoery t.o t t hooe ttura tortb 
entn. 

I1i 1& true thn' in the 'h'u:: n ouae (( ; tut ex rttl Thompson 
••· , 6 •• (24) 4~3 (lVBO)) nt1· noO 1n your l tter, 
t ho SU Co~ t or • a ur1 held tbut t t-..e oo nsut1on ot 
o tetlerel equity I'OOolYOl" 1o not aub .foo' tn 1o our1 !nco 
tox •. How ••r. tho 4eo1elon 1n t hat oaae waa ba•ea on the 
t11.eQZ7 that the tJn1to4 5tutea Conet1tut.l<>n proh1b1ta auoh 
ttt.Xat.lon, and lbero h•• • en dawlo ~ a1noe the 4ate 
ot th t 4eo1a1on wh~oll u l<l a 2 • to baYe th tt ot or 
al~~ auob tnzotlon 8Y tt 4eo1a10D 1n 
o ao atnted t low a t c t1 aa hQDAe4 d • 

In 1134 C()flf!;reaa en ote4 a at tuto ctJntalned in 
~ u.s.o.A. •• otlon 1244 thoreot, eu tollowa, 

.. tot.o t t1on; bua1te ae con4uoto4 by re• 
oo1• ra • tna~o • or t h r oourt ottic ra aub• 
Joot to 
"/dl7 reoe1:Yer, l1(Lu14etor , rotertto , truato , 
or otho~ ott1cora or asanta ~)po1nte4 bJ GnJ 
Uil.1te4 !J'to,oa ooun wlX> la nut:horlaed by ao.14 
oourt to oonduo~ an bua1n.eau, or wbo &>ea cso .. 
4uot u.~y bua1ne , anal.l, ftooD ond otter J\ln 18, 
li~, be eubJoct to all ~tuto un4 l oool taxea 
a plloablo to aucb bue1nosa til ea%%1) cs 1: wob. 
buetno•e or oon<Suoted b7 .t·nd1Y14u 1 UJ> CDr• 
pore1;1onz v14e4. h voJ", tllot. nothS.na 1n 
~la eeot1on conto1notl ahall be oonatruecl to 
:prob1bl<& or r.reJu 1co the colleot1on ot any .uoh 
\uea which acoru prior to J\mo 18, 1Sl:J4. ln 
t oven~ thfl1: t ho United .. at • court hovl ne 
ttn 1 lurladiot1on ot thn MLb3oct ttf•r under 
ealattns lew eh~ll~ adJ~ and deo14 that the 
!tlposltlan ot auch tax a c ..-el14 ,ex I'Cle ot 
tbe taatDu DO r by t.he .~tilt.e or teha, r b¥ 
~ o1Yll aub41'Y!a1ona ot th u a.t r . ~etea 1 
;>Oa1nc tb aa:a.e . (I'UDe 1 , 1034, o. 5, &"tnt. 
003) ... 



-:~ J\ln 10, 1007. 

Also, O!."loo t h• 4oo1.sion in tho ~ onoo, the 
su:premo court ot t he trn1to4 :.;tatoe hAo 4tto14e4 the onoo 
or t1ohlsan v . !Uoh1ecm ~t Oo •• aa& u.s . ~3' (19~), 
hol41DS that ft reool~t" c ppo l nte4 by u !'odernl Co~ raust 
p &)' fra."loh1M texoa to tbo a't6tO or 1nOOl:'p0t'&t1on ,or the 
;lr l v1loB& ot exero1a!nc tbo o rp'*'ote 1"rnnoh1ao Wlt1cb he 
1• autllor1ud to oxer-ctae by the Federal Court 1taolt. In 
tho oour ot t.hl e o; t.n1on tlle oourt M14: · 

"To pJIOtoot throucb a recetvt.r t l,e u­
Jof!'ent ot ttte COJ'!lOYato 11r! YUeao on4 
the-n to urso t he tiP!'01!\tmont u~ u bar­
s-tu to tho ool lO()t!on ot the tcx t hat 
oho~ld aoc~anJ on3•>Jraen' wou -:A bo tm 
!njua~loe to the ate,te an4 a r roooh 
t o eQultJ. •• 

~en betor e t l1o dec1 ton i n t he Trwlon oaee t •· Su rene Co rt 
Ot the t1nlt!ld i>tU1;CSO !r. tha OGGO t fJt • t.ou1a-~ J'rBD01800 
1o11rocd Co . Y. U1ddb ka:Q , 280 u.s. :!26 (l£21) bad hold 
tbct tb DGO\U'S. ll'ra!tOhlae 'J:ux ooul4 bo ooll•otod trca o 
ru11r oc4 bG 1."'16 o;,or t~ utU1or war t 1rao ecworm:scntul control . 

t'ho on?~ ~nJ 1u \thiob nn O:tployao o., u busineae OOD 
eSOOJ"O etnte 1noo !:D taxat1on on tbn tbttorJ thAt to to.x ll1a 
lnoome uool d bo to ! ose a b'W:'4en oa n eaoentU.al crromoontol 
fwuot lon ot o t'n1tod Stotcu, t • t o:- hila t o aoteblioh t.t et o 
tox on t-ho bua1ne :J or 1na~ru n~ll t y e~Qloy!.ng h would oon­
atttuto a bu:odon on e f ederal aotornnell\ 1 1naw ntuUty. 
~hla 1a 1lluet ro1)o4 by tltn cruse ot Ito York e.x rol ita{SOra •• 
GraY o, 81 1 •• £4. :W8, 4801484 J nnuar"J' 4e l~:S'I 1n Wll.lche OD 
peee 200, the court GAUh · 

"'.elfJ r n 1lrot;.4 c ompany bo~ ns 1tmme t"roQ at& to 
tax t1on. it noocaemr11y ftnUlta thut. t1xe4 
s nlarlne an<\ co":pcnact1 n r.c1d to 1ta o·rt'1coro 
en4 omployo a 1n tho 1r onpea 1 ty as auob. ore 
llltcN1eo 1xr~•. " 

~~ lws ol.WUJ8 been I"OOOCR1ud by the f oderol CCJU1-t8 
tha t ! t la · unt ntr tor e puro:t¥ prlYato bUD1neu •o oaoape 
t 6Xea to m1clt 1ta co pe~ttoro aro eubJoot, hen a reoo1T61" 
ln &;>f.I01ntea ror it. In 10:5{5 t bo . U'ul'hd Stat&a Di ctrlot Court. 
t or tho '1eotcr:l D1atr1ct ot , to•wrl dec14ed. 1ft the oo.ao of 
r~ ... Atlnnttc. l'601tlo Gult 011 e •• • .. 4 . Supp. 1G2 , tb.A• 
todo~ eqq1ty ~eoolvcr r. not 11~ble tar 1snourl 6C80llne 

tuoe. l t Goo!. otoa hua bet en oftoroO tl:S e roo am tf'6 tho 
maot tt ot Footlan 1.~~ ot t t\e Unltcd tft t.itoa Code q\le}to4 
ebovo (CCH an toy tnn nloe, ~nph 661. ~uotlnt; e 
nouao noport ot t: n Un1 ted s etoa C )-:\e:ro011 t o t twt eftGot) • 



Ron. Vorroo~ &· 1 tb .1\ll7 l.O. 193?. 

?hu n<me o• wws rev ttaod by tho C ~ou 1 t en ..rt or ~"·P~la 
undor ~ n or I:a.l:We.a Ctty • · Job:nacn, 90 S"o4. (CCSJ 369 
(l1J:'!4) , end ooJ'\l~or1 wua 4cm1e<1 - H3 n . n. a17 (l~M) . 
to tl• · cttaot 1c O!ll!.A v. C.Ulltorn1o., e~~ c. a. ~~ 
( 1~~') . .:hurt tha b uo!nena la easent 1all7 pr1vnte, 1t 1e 
~ ltcotly .... ntsu to nl.lo· it to oaoe,po atate toxaa rol.r 
b ouuo~ roo4l19cr lJtk& ber.n ap,o1nte4 tor it bJ n tedoro1 
oourt , e1nd 1t t.bo bun1nesa 1a aubJ~ot t.o tnxea, tlle ino:'l...'l'l.\0 
ot lta loyeae 1a 11ktm1H :so •~bJeot. !be r euoonina 
1n m.nG~o Otty v. John:Jt"m nn4 Gill1a v. Cc,it.ornln . suprtl , 
· s l1kovf1M nppl1oablu trt 1noollt0 taaoa of ersploye a b ocuse 
1t a1v a c oorpor \1on under rece1verot!p ~r truatoenb'~ · 
~4n n«Ynrttcao 1n obt n1n ns ~l>loynoa, t r t hone OS.fllOfeua 
oro not ~u!rt.Jd t u !)CtY state !nooae tax&•, when the eo­
plOycea ot c~~1tclre nt GUI)b bu.ain an cro wqu1re4 to pay 
lno tuo•. 

I n ooDolna1on, tt 1e our oy.1nlon t hat C!>lo,.oea 
ot ~ ta4orel equity reoei•e~ ~ ot a truatoe Ull'or ~eo~1on 
7? ot 'he ~et1onal Dnn~ptQY Aat, oporot!na a tcllroad 
1mdf·r t be j\lrla4lot1on ot n toderel oou.r-t , arq Uo.bl-e tor 

1"11our1 inc . taxea on t ht'J.r 1noc=e eo noo1Yfu~ . 
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