INCOME TAX: Compensation paid officers and employees
under the Federal Emergency Irelief Act
of 1933 subject to taxation 1n iiissouri,

Warch 7, 19356

Honorable Forrest Smith
State Auditor

Jefferson City,klessouri

Dear Sirs

This department 1s in receipt of your request
for an opinion, wherein you inquire whether or not come
pensation paid to officers of the State :mergency Rellef
Adminiestration, under the Federal Emergency Hellef Act
of 1933, 1s subject to the Missourl State Income Tax
end also whether the salaries of the employees of the

State Lmergency Hellef Administration are subject to
such tax.

It 1s the universal rule that every instrumen=
tality, lawfully employed by the United States to execute
its constitutional laws and exercise its lawful governe

mental esuthority, is necessarily exempt from state
taxatlion or interference.

Unilted States v, Cean 253 led. 1,

However this may be, 1t stands without cavil
thet the state may tax its own instrumentalities, just
as the Federal Government taxses its own offlicers and

instrumentalities, through the very income tex laws
here considered.

In order to solve the question here before us
1t 18 necessary to determine the exact status of the
funds granted by the rederal Rellef Emergency Adminiese
tration for relief purposes in ulssouri, This status
1s best explalined in our opinion by & letter from ir,
Corrinston G111, Assistant Administrator in the iederal
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‘mergency Relief idminlstratiomn at "ash'ngton, which
letter Is as follows:

"¥r, Forrsst ‘mith, Auditor
Jefferson Clty,llssouprl

Dear ir, Smith:

lir, lopkins haes asked me to reply
to your letter of Degember 20 cone
cerning the status of funds tod
vy the Federal Emergency Relief
Administration for relief purposes
in iissouri,

# &« % %« % In point of fact, under

the provisions of the Federsl Lmore
geney Heltef Act of 19033, the funds
made avallable through this Adaminise
tration are grants to the state and
upon being granted become state money
gubjeet only to the regulations and
cther conditlions under which funds

aere vade avallable from month to month,"

‘egtlion 5 of the Federal Lmergency Relief iect
of 1933 vrovides as followa:

"Any State deeirings to obtain funds

under this Act shall through its Governor
make application therefor from time to
time to the Ad=inistrator, ~aeh
eyplication so made shall present in the
mannsr requested vy the Administrator
informetion showing (1) the amounts
neceszary to meet rel'ef needs in the
ftate durins the perilod covered by such
application and the aemounts ayallable
from publle or private sources:within

the Stateo, its pelitieal subdivisions,
and private sgencles, to meet the relief
needs of the State, (2) the provision made
to assure sdequate adninistrative supere
viston, (3) the proviesion mede for suite
able stendarde of rellef, and (4) the
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purcoses for which the funds requosted
will be used."

In view of this letter and the provisions of
the Federal =mergency Hellef Act of 19033 there can be
no doubt that the fundes grented to the State of ilse
souri, bty the Federal Covernment under this Act, be~
come, when granted, state money. This 1= further
shown by the fact that as these funds are needed from
time to time a letter over the Governor's signature
1 forwarded to the Comptroller of the rederal Reserve
Sark in ‘t, Louls, requesting a part or all of these
funds; checks are !ssued in the name of the Governor
and made payable to him end he in turn endorses the
checks to the State Relief Administrator who deposits
them to the aecount of the ilssocuri Relief and He=
construction Comuission,.

It may be urged that the compensation to the
of ficers and employees of the State EZmergency Rellef
Administration is exempt from the Income tax laws of
the State, by reason of the fact that the State
imergency Rellef Adminlstration 1s, 1n effect, an agent
of the United States Covernment, We hold this theory
toe be untenable end as authority for our position
respeetfully refer your attention to the case of People
ve Lynch (Court of Appesles of New York) 173 K, E, 57?.
In that cere the United ftates Shipping coard entered
into an egreement with & corporation, whereby saild
corporation was appointed as egent tc hendle claims
egainst the Coard, The Chipping Soard agreed to psy
a rixed fee plus expenses for the services rendered by
the agent. Then Chlef Justice Cerdozo, now isssoclate
Justice of the Supreme Court of the United States, In
holding that the compensation pald the of ficer of the
agent corporation was not exenpt from the income tax
laws of the :ftate of New York, ssid:

"The relator makes the point that, 1f

the form of a dividend be rejected,the
compensation 1z to be viewed sz salary
pald by the Shilpping Soard, an agency

of the federal government, and so exempt
upon that ground, "¢ think the claimed
exemption sucst be held to be unreal,

The relator was not employed by the Soard.
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He was omployed by the ageney,an indee
pendent corcoration, which the Seoard
carefully interposed between itseslf and
the humen agente by whom thn work was
to be done, % # # = @« =% =« OB RO A

For one and 2ll, the evnloyer was the
corporation,ecreated for the very purpose
of supplying en insulating medium that
would break the line of contact between
the agente and the govermment, The fee
contributed by the covernment was, when
received by the corporation, a fund
avallable for salaries and for the oxe
pentses of the busineses generally, It
did not turn the officere and mansgers
in the service of the corporation inte
of ficers and menagers in the sarvice

of the -overmment, "

CORCLUSTOR

In view of the foregoing, it is the opinion of this
department thet the compensation pald to officers and em=
ployees of the 3tate imergency Hellef Administretion, under
the rederal “mergency Eelief Act of 1933, 1= subject to the
income tex law of the Stete of dlssouri,

Respeetfully submitted,

JOEN W, BOFFiAN, Jr.
Aseistant Attorney General

APPROVED:

TOY GeRITTRICK

Attorney General.
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