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Louisiana Supreme Court rules 
Department may not assess tax 
against individual who purchased 
goods through an out-of-state single 
member LLC 

May 19, 2014 

In brief 

On May 7, 2014, the Louisiana Supreme Court held that an individual was not liable for sales and use tax 

on a recreational vehicle purchased by his out-of-state single member limited liability company (LLC) 

formed for the sole purpose of avoiding payment of Louisiana sales and use tax. [Thomas v. Bridges et 

al.; Louisiana Supreme Court, No. 2013-C-1855 (5/7/14)] 

 

In detail 

A Louisiana resident, Robert 
Thomas, formed a Montana 
limited liability company, Angel 
Rocks, LLC (Angel Rocks), to 
purchase a recreational vehicle 
(RV) for storage and use outside 
of Louisiana (in Mississippi). 
The Louisiana Department of 
Revenue issued a notice of 
proposed sales and use tax due 
on the RV purchase to Thomas 
and not Angel Rocks, and the 
Board of Tax Appeals (Board) 
affirmed the assessment. 
Thomas appealed and prevailed 
at both the District Court and 
Court of Appeal. The 
Department of Revenue then 
appealed to the Louisiana 
Supreme Court (Court). 

Vehicle purchased by LLC, 

not individual 

Throughout the proceedings, 
Thomas argued that the RV was 
not in Louisiana and was 
purchased by a valid out-of-
state LLC that did not do any 
business in the state.  If any 
taxes were due, the proper party 
to collect tax from would be 
Angel Rocks.   The Department 
asserted that it could not 
determine the business purpose 
of the LLC and that since 
Thomas signed a purchase 
agreement individually in the 
signature block as the 
designated ‘buyer,’ he should be 
personally liable for the tax.  

The Court noted that members 
of LLCs must act on behalf of 
LLCs and that Angel Rocks held 
both the certificate of title and 
the bill of sale demonstrating 
that it was the proper party 
upon which sales and use tax 
should be assessed.  The court 
held that the location of the 
business situs and the places of 
use and storage of the RV were 
relevant for determining tax 
liability of the LLC, not its 
members.  The court found the 
record did not show the 
Department established any 
valid factual or legal basis for 
assessing Thomas individually 
in derogation of the protections 
afforded to members of LLCs. 

 

http://www.lasc.org/opinions/2014/13C1855.opn.pdf
http://www.lasc.org/opinions/2014/13C1855.opn.pdf
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Montana limited liability 

protection applies 

The Department argued that Thomas 
was personally liable for sales and use 
tax since “the ‘veil’ of the Montana 
LLC should be pierced” based on 
Louisiana law. However, Louisiana 
Sec. 12:1342 provides the “laws of the 
state or other jurisdiction under which 
a foreign limited liability company is 
organized shall govern its 
organization, its internal affairs, and 
the liability of its managers and 
members...” Therefore, the Court held 
Montana law, not Louisiana law, 
should have been applied to 
determine whether the veil of Angel 
Rocks could be pierced in order to 
find Thomas personally liable for tax 
due on the RV sale.  The Court 
explained that the laws of Montana 
shield an LLC’s members from 
liability unless a valid legal basis 
existed to pierce the veil of protection.  
The Court declined to speculate how 
the legal error of neglecting to 
examine Montana law may have 
impeded the fact-finding processes.    

Although tax evasion is illegal, 

tax avoidance is not 

The Department also asserted Thomas 
should be assessed individually on the 
basis of fraud under Louisiana Sec. 
12:1320(D). Both the taxpayer and 

Department were aware the LLC was 
formed for the sole purpose of 
avoiding sales tax.  However, the 
lower courts found no evidence of 
fraudulent activities.  The Court 
explained that taking actions to avoid 
sales tax does not constitute fraud.  
The Court suggested pursuing 
legislation rather than allegations of 
fraud as the appropriate way to 
remedy these policy concerns. In 
concurrence, Justice Guidry further 
stated, “[he] encourage[s] the 
legislature to revisit this area of the 
law on foreign limited liability 
corporations formed solely for the 
purpose of sales tax avoidance on 
purchases made in Louisiana. As the 
facts of this case suggest, the law may 
be susceptible to abuse. “ 

Other theories to establish 

personal liability improperly 

raised 

Other theories to establish personal 
liability, such as the “substance over 
form” doctrine and the “economic 
substance” doctrine were not raised at 
the district court level and the Court 
declined to examine these issues 
raised for the first time on appeal.  

The takeaway 

The Court held the Department 
should have assessed tax on the legal 

purchaser, Angel Rocks, and not the 
individual taxpayer, Thomas.  The 
Department should have then applied 
Montana law in attempting to pierce 
the veil of protection to establish 
personal liability for Thomas.  Finally, 
the Department’s assertion of fraud 
requires evidence of intentional 
deceit, which is a high standard of 
proof, and there was no evidence or 
factual findings provided 
demonstrating Thomas committed 
fraud. 

The case was determined largely on 
procedural grounds and the 
substantive issue, whether Louisiana 
sales and use tax was owed on the 
purchase of the vehicle, was not 
considered.  Nonetheless, the subtext 
of the case suggested Angel Rocks may 
not be liable for Louisiana sales and 
use tax because it was an out-of-state 
LLC purchasing the RV for use outside 
of Louisiana.  On the other hand, if 
Thomas purchased the RV from the 
dealership in Louisiana he may have 
owed Louisiana sales and use tax. 
Consequently, the taxpayer’s tax 
strategy to plan around Louisiana 
sales and use tax by purchasing the 
RV through an out-of-state LLC was 
ultimately successful.  The 
Department was unable to pierce the 
corporate veil or establish fraud. 
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