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TAXATION; Re~1 Katate purchased from proceeds of World War 

compensa tion etc ., is t axabl e . uoney looses goYern­
ment identity on being paid to guardi an. 

\, 

State T&% ooam1aa1on 
Jefferson Ci ty, Ul aaouri 

June 10. 1935. 
I ... 
. . I " J 

At tention of Mr . Andy w. Wilco~. 

Dear Mr . Wiloo~ : 

Thi a • 111 acknowledge receipt of your letter which 
aata this queat1on: 

•I• real eatate in 111aeouri pur­
ohaaed with aoneJ reoeiYed by a 
war Yeteran for oompenaation froa 
the United St a tea GoYernment, exempt 
fro• t axation.• 

Before getting to the heart of your queation it may 
be appzopriate to te ao e primary obaerY&tioa. . 

ll&nJ and YUiec1 efforta h&Ye been made UDder T&rJlng 
oondit1ona bJ l i tigants to eacape tbe aaaeasaent and payment 
of Gtate taxea on their property. 

In the oaae of vanBroct1in Ya . ADderaon, decided by 
the United s t a tea Supreme Court and reported in 117 u. s. 151, 
that court s peaki ng on the queetion of the right of a ata te 
to tax atatea as follows, 1 . c . 16': 

"In tbe worda of Oh1ef JUstice arahall: 
' The United s t a tea i s a goYernment, and 
oonaequent1y a body politic and corporate , 
capable of attaining the objeote for which 
it waa created , by t he aeane •blob are 
neoeaaary for their atta i nment. tb1a 



State Tax co ieston - 2- JUne 10 , 1935. 

great corporation waa ordained and establish­
ed bJ the Aaertcan People, and endowed bJ 
thea with great po era for 1 portant purpoaea. 
Ita powers are unqueationablJ ltatted ; but, 
while within those ltaita, tt i a a per fect 
govern ent ae any other, having all the 
faculties and properties belong ing to a 
govern ent , with a per !eot right to uee them 
freely , in order to accoapli eh the object of 
ita tnatttution.• U. 8. v. Maurice, 2 Broct, 
98, 109. The United States, tor 1netanoe, 
ae incident to the general right ot eovere1~nty, 
nave the capacity, within the sphere of their 
couetituttonal powers &n4 tbro h the 1natru-
entalitJ or tne proper departaent , to enter 

into contracta and t ake bonds, not prohibited 
by l aw , and appropr 1 te to the juat exerolae 
of tboae powers, altho h not expres&lJ 
directed or authorized to do ao bJ &nJ legts­
lattve act; and 11tew1se to tate mortgagee 
of real estate to secure the pay nt of debts 
due to them, notwtthatand1 Congreea baa 
enacted that • no la.nd. ab&ll be purchaaed on 
account of toe United St&tee , except under a 
l • autbor1&1 such puzcbaae.• ACt of MaJ 
1 , 1820, chap. 53, Sec. 7, 3 etat. at p. 668; 
R. s. Sec. 3736; lellaon v. Lagow, 13 How. 
98 , 107, 108 (63 u. s. bt, 13 L. ed. 909, 913) , 
and caaea there cited. So the United St a tea 
at the dlaoretlon of coagr e•s, m&J acquire an4 
bold re&l propertr tn any State, whenever such 
property 1e needed for the use of the govern­
ment ln the execution of &DJ of tts powers, 
whether for arsenals, tortt flcations , l i ght 
houses, cu.toa houaea , court housea, barracks 
or hospi tal• , or tor any other ot the m&nJ 
public purpoaee f or which aucb pzopertr ta 
uaed, and when the propeztr cannot be acquired 
bJ volunt&ZJ arrangeaent wtth the ownera , tt ••1 be taten againat their will, by tbe United 
s tatea, 1n tbe exercise of tbe power of eminent 
do natn, upon 11atiog juat ooapenaa tion, with or 
without a concurrent AOt of the State tn wbich 
the land 1a a1tuated. H&rria v. Elliott , 10 
Pet . 25 (35 u. s. bk. 9 L. ed. 333); I obl v. 
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u. s. 91 u. a. 367 (Ht. a~. L. ed . .. 9 ); 
u. • ~. Fox, 94 u. s. 315, aao ( • a•, 
L. ed. li~, 193); u. S. ~. Jonea , 109 u. s. 
51~ ( Bk. 27 L. ad. 1015); o. w. •· Great 
ra11a Mfa . co. 112 u. s. &&5 ( Bt. as L. 4 . 
848); rort Lea~enworth R. R. Co. ••· Lowe, 
114 u. s. 525, 5~1, 533 (ante, 364, 268). 

While the power of taxation ta one of Yi tal 
t aport&Dee, retained bJ the St atea, DOt 
abridged bJ the arant ot a atatlu power to 
the go•ern.ent ot the anton, but to be con­
ourrent1J exerciae4 bJ the t wo go•ernmenta, 
J•t a.en thia power of a St ate l a subordinate 
to &DdmaJ be controlled bJ the oonatitutton 
of the OD1te4 t atea. !bat Coaatttution 
and the lawa aade ln purauance thereof are 
aupr .. e; tbey control the Conatituttona 
aod lawa ot the reapectiYe s t atea and cannot 
be controlled by thea. !be peo?l• of a 
State glYe to their goYeroaent a rl bt of 
taxi theaael••• and their property a t ita 
di acretlon. But t he ana eaploJed bJ the 
o•ernaent of the Union are not given bJ the 

peopl e of a particular State, but bJ the 
people of all t he tatea; and, being glYen 
by all for the benefit of &11, ahould be 
aub~eoted to that go•e~ent onlJ which 
be1ouga t o all . All auDjeota oYer which the 
ao~ erelgo power of a St ate eztenda are ob~ecta 
of taxation; Dut thoae o~er which lt doea 
not extend are, upon the soundeat ~lnciplea, 
exeapt from taxation. the aovereigntJ ot 
a State extenda to eYerytblD« which exlata 
by tta own authorltJ, ot i a Introduced by 
tta peralaalon; out oee not extend to thoae 
meane Which are eaployed by Congreaa to cazrJ 
into execution powera conferred on tha t body bJ 
the peopl e of the United Statea. !he atteapt 
to uae the t axing power of a s t ate on the 
means employed bJ the goY~rnment of tbe Union, 
in pur euance of the Oonet1tu~1on, 1e 1\aelf 
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an abuse{ becauae it i a the uaurpatton of a 
power wb ch the people of a single State 
cannot g1•e. TAe power to tax inYolYea 
t he power to deatror; tbe power to deatroy 
a&7 defea t and render uaeleaa the power to 
create ; and there 1a a plat~ repugnance 1n 
conferring on one goYeroment a power to control 
the oonat1 tut1one.l eaau.rea of anotbu , wh1ob 
otner, with respect to those ••rJ aaurea , 
1a decl a red to be eupreme oYer •ht• which 
exerta the control . The St&t ea haYe no power, 
by t axation or otherwi se, to retar d , 1apede , 
burden or in any nner contr ol the operation• 
of the oonatl tut1onal lawa enacted b7 Oongreee 
to c rry into execution the powera Yeated in 
the General OoYernment. • • • • • 

aaya , 1 . c . 158: 

•Onlef Justice Marahall, 1n dell • eriog Judlment, 
oo•ered the •nolo ground by aayina: 'If the 
statea ay tax one 1natrument, eaployed by the 
goYernaent in the execution of ita pow.ra , they 

7 t ax &DJ and eYery other 1natr nt. !heJ 
aay tax the mail , thoJ 7 t ax the alnt; they 

7 t a x patent rights ; they aay tax the papera 
of tbe cuato houae; they aay tax jud1o1al 
proceaai theJ m&J tax all the means emploJed 
by the goYer ent, to an ezoeas which would 
defea t &ll the enda of goYeraant . !b1a • •• 
not intended bJ the Aacr1oan people. They did 
not deeign to mate their go•erna ent dependent 
on tbe States. 

•a entlea en say, they do not clala the right to 
extend atate t axation to theae objeota. They 
11a it their pzetenaiona to property. But on 
what principle l a thia d1atinot1on aadet Those 
who aate it h •• furni shed no r eaaon for 1t, 
and tbe pr1no1ple for •bleb t bey contend 4enlee 
tt.• • l beat •sa (608 ) . 

so in eaton Y. 01ty Council of Oh&rleaton, 'be 
exeaptlon of the publ1o landa, while owned bJ 
the United S\ atea , f~o• atate taxation waa 
~•auaed , both in the arguaent of ooun.el tha t 
a s t at e tax on atook 1aaue4 bJ the Un1te4 &ta tea 

' \. 
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to indi YiduaJ.a waa equ&llJ val i d wt th a tax 
on 1&048 after t AeJ had been sold by the 
United S~ates to priva te peraone; and in 
t~e answer made by Chief Jua t1ce Mazaball; 
• The di stinction is, e t hi nk, apparent . 

hen lands are sold, no connection remains 
be~•een the purohc.eer and t~e government . The 
lands purchased b coae part of the ass of 
propert7 in tho country, • tth no exemption 
fro cowmon burtnena.• 2 Pet . •se, 468 ( a? 
U. ~ . Dk. 7 L. ed. 486, 488) . 

The United State• do not an4 cannot hold 
property , aa a narch y, for prlYate or 
personal pm-poaea . Al l the property and 
r evenues of the Unl ted Stat•• , 11118'\ be h·eld 
a n4 applied, as &ll t axes, 4utiea, 1 poata 
and excises ous t b 1 t d. and collected, • to 
pay the deb't a and provide for the co n 
defense and general welfare of the United 
s tates.• Con t1 tution, art . l, sec . 8 , 01 . 
1 . Dobbi ns v. Erie county Qoare . 16 Pet . 
436 , 448 ('1 u. s. bt. 10 L. ed . 1022 , 102?) . 
The principal reason aaei gn•4 i n Buchanan vs . 
Alexander, 4 Ro•. 20 {45 u. s. bk. 11, L. ed. 
857) for holding that IIODBJ iA the han4a of 
a purser, due to ae en in the n&TJ for 
wagea, coUld not be attache4 by thelr creditors 
in a t a te court waa: ' The funds of the 
goYernment are speoifical lJ appro~iate4 to 
cer tai n national objects ; and if such 
appropriation• m&J be diverted and defeated 
bJ a t t e proces s or otherwise, tne tunctiona 
of tAe government may be auspendeu.• 

tho more tbozoughly the proceeding& by which 
the tates beo •ember& of the Union--either 
bJ j oining 1n establ i shing ~be r ederal con­
stitution, or by a4miaa1on under eubaequent 
• ots of Congres s are examined, the oore atrongly 
t hey oonflra the aaae vie•. 



-6- June 10, 1935. 

In the AZttclee of Oonfedezatton of 1778, tt 
had been e%preaalJ attpulated that ' Bo 
tapoatttou, 4uttea or reatr1ot1on aball be 
1&14 by any state on the property of the 
United States. • And tn the uttclea whtoh 
the ordtnanoe of 178? for the goyernaent of 
the ~ortbweat Territory declared eboul4 •be 
oonatdezed aa arttolea of compact between the 
original tatea and the people and States in 
oat4 Territory, and foraYer reaatn unalterable, 
unleaa by co n oonaent,• it had been proY14ed 
that •no tax aball be t mpoaed on laude the 
proper~y of the United atatee.• Conatttutiona 
and Ohartera, 8 , 432. 

!he Arttcl a of o~nfedcration oea•ed to ex-
1st upon the &doptton of tne Federal COnati tution; 
a nd the Urdtnance of 17 7, like 11 Acta of 
Ov reaa for the oYernment of the Terrttortea , 
had no f roe in &nJ State after ita ~eaton 
into the Union under that Oonati tutton. Peraolt 
•· rtrat KUDictp&ltty of e or1e na , 3 Ho , 
589, 10 (44 u. s. bt. 11, L. ed. 73 ) . ~trader 
YS. Qr&h&a, 10 How. 82 (bl U. S. bk. lJ, 1 . ed. 
337) . 

The Conatttuttoa, creating a more perfect union 
and 1noreaa1ng the power• of the ational OoYern­
aebt, expressly authorized the Oongreae of the 
United Statea •to l&J and collect taxea, duttea, 
tapoata and excise , to 1 the debta and proYtde 
for the oo on defenae and general welfare of 
t he United Statea;• 'To exerotae ezol ua1Ye 
legislation oYer all plaoea purchased by the 
oonaent of the ~eg1 lature of the State tn wblob 
th sa.e ahall be, tor the erection of t orte, 

az1nea, araen&la, dook )&rde and other needful 
bu1141 a; • and to • dtapoae of and make needful 
rule• and r~lationa reapocttug the terr1torJ 
or other property belonging to the United Btatea;• 
and ueolared, •thta Oonetttutton &Dd the 1awa 
of the United Statea wbtoh aball be made in 
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pursuance thereof ah&ll be t he aupreae law 
of t he land; and the j udges in eYery 9tate 
shall be bound t hereby, anyt hi ng in the 
conatitution or lawa of any state to the con­
t rary not withs t anding.• lo fuzt er proYiaion 
waa neoea &rJ to aecure the lands or other 
property of the United tatea froa taxa tion 
by the s t t ea. " 

In the case of Centr l Pacific Railroad company Ya . s tate 
of California, where tho Plaintiff ao h~ to eaoape the p&Jaent of a 
atata tax, reported in 162 u. s. 91 , tha t Oo~t at page 118 , apeata 
tlle followi ng : 

1 EYon i n respect of r ilway oorpor tiona 
oz eated by act of Congreea tba claia of an 
exe ption of their propertJ t roa atate taxation 
baa be~n repeatedl y denied. f bie waa eo ruled 
in Union P. R. Co. v. Peniston, 85 u. • 18 
all . 5, 80, 36 (2l : V87, 791, 793) , and Mr. 

Jus tice Strong aaid: 

•t t can not be that a state t ax which r amotel7 
affects t ho ef~1c1ent 6xerciaa of a ederal 
power i s for that reason &lone inhibited bJ 
the Oonatitution. to bold that would be to 
deny t o t he states all poner to ta.x peraona or 
property. EYerJ tax l evied bJ a sta te withdraws 
from the r each of Federal t a xation a porti on of 
tb propartr from which it i a taten , and to tha t 
ext ent d1• 1ni shaa t he aubjoct upon which r ederal 
taxes may be laid. The et a tea are, and theJ 
must ever be, coexistent with the Bational goTern­
ment . »e\tber 7 deat ror the other. Henc e the 
Feder al cons titution a uat reoe1Ye a prac,to&l 
oonat ruot1 on. It• 11 i t ationa and ita 11apl ied 
prohibiti ons mus t not be extended so far a a to 
deat r oy the nece aaary powers of the states, or 
preTent tba1r efficient exaroiae • • • •• •• It 
1• therefore manifest that exeaption of Peder&l 
agencies froa atate taxation is dependant, not 
upon the D l1tUZe Of tb acenta or Upon the mode 
of their con.titutlon or upon the fact that they 
are ants , but upon t he affect of the tax;• that 
ia, upon the queatlon whether the t ax doea 1D 
truth depriYe thea of power to aerTe the goTern-
ent aa they were intended t o aarYe it , or doea 

hi nder the efficient exerclae of their power. 
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A ~as upon their proper~y baa no auob neoeaaary 
effect . It leaYea them free ~o diacharge ~he 
du~1ea ~bey h&Ye undertaken to perfora. A 
t a x upon their operations is a direct oba~ruotion 
~o ~he eseroi e of Federal powers . In thla oaae 
the ~ax is l aid upon the pzoperty of the rail­
road company precisely a 9 waa the tax complained 
of in Thomason Y. Union P. R. oo. 78 u. s. 
Wall . 579, (1 9 :792} It ia not i mposed upon t he 
fr oh1aea or the right of t he coapany to ex1at 
and per!or a tbe functions for wbtoh 1t waa 
brought into bei • lor i s 1t l &td upon any 
act wbiob the coapany ba a b en aut~or&aed to 
do. It is not the ~ranaaiaelon of deapa~ohea, 
nor t he tranaportatton of United Stat es mails 
or troops or munition of • that ta taxed, 
but 1~ i s exclus iYel y the real a nd personal 
pro~erty of the agent, t axed in oo-mon with all 
other proper~J in ~he state, of a 1 ilar 
c haracter . It is iapoaaible t o a aintain that 
t hia 1s an i nterference wttb the exercise of 
any power belonai to the gener al govern~ent, 
and if it is not, it is prohibited by no 
cons t1 tut i onal 1 plioattoa • 

In Tho•eon T. Union • R. Co. 76 U. e. 9 all . 
1?9 (19 : 1 2) , t e Union Pacific Railway Co p&nJ , 
e stern division, a corporation crea~ed by the 
1 g1el nture of ~ sa a , received government aid 
in bonds a na lan , ana, thus • 1ded , cons tructed 
1 t s roa d to becoae o e link in the transcontinental 
line known as the Union Yacif ic syst ea , in 
ac oor a noe •lth the s act of Congress re-
l e ti to plaintiff in error , ~d conterri the 
same functions a nd pr1v1le es . The state of 
Kaneas bav1~ subadquently t a xed the roadbed , 
r oll i ng a~ook, na c ertain personal property of 
the cor ration, 1ts t ockhol ders sought to 
enJoin the collection of ~he t ax on t he ground 
t ha t t he property waa r aged to the United 
~tate• and tha~ it waa bound under the oongreaa­
ional r ant to perfor oertaln duties and 
ultimately pay 5 per cent of 1ta net earnings 
t o the Uni~ed Statea, an4 that atate t axation 
would retard the bur den to it in the dieobarge 
of ita obl1g at1ona to the general Yernaent • 

.... 
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aut the contention •a• o•erruled, and ~. 
Chi ef Juatloe Ohaae said: • •aut we are not 
aware of nny case in which the real estate 
or other property of a corporation not 
or an1se4 under an ct of Oongreas has been 
held to be exempt, in the absence of express 
le ialation to tha t et feot, to ju t oontri­
button, tn co on •tth other property, to 
the g ener expenditure for the co n benefit, 
because of t he e ployment of the corporation 
tn the aerYice of the goYernment . It 1& true 
that aome of t he re - aon1 1n the oaae of 
McCulloch YS . &ryland, 17 0. v • 4 beat 316 
(':5?9), seems t o f&Tor t he broader doctrine. 
ut the decision itself i s liml\ed to the case 

of the bank, aa a corpor tton created by a 
1~ of the Unite States, and reapons1ble, 
in the ua of lt fr r.ch1aea, to the go•ezn-

ent of the United States. !nd eYen 1n 
respect to eorporationa or ~1ze4 under the 
1 1al&t1on of Oo rea , ee h&Ye already held, 
at tht c term, th t th 1aplied l1attat1on upon 
atat taxation, der1Yed fro the express 
p r t aston to tax anares 1n th national bankt 
aasoo1at1on, t a to be so couatrued aa not to 
eabarraaa the i apoat t ion or collection d state 
taxes to tb extent of the pera1 saion fairly 
and liberally interpreted. • • • • ·• do not 
think our elY a wazranted, therefore , in 
extending the ze pt1on eatabl i ehed by tbe 
case of •ocullocb • · Maryland beyond lts tar•• · 

e cannot pply it to tb cnae of a corporation 
der1Y1ng its e21a\enoe from a tate law, e%ero1s1nv. 
its franchi se under state law, and holdi ~ 1ta 
property within state jurisdiction and under 
atate pr otection • •• •• Bo one questions that 
t he po ez to tax all pzor erty, bua1neea , &nd 
per sona, within th ir respeotiYe limlta , i a 
original ln tbe atatea and baa DeTer been 
surrendered. It cannot be eo used, indeed, 
aa to defeat or hinder the operations of the 
Jational government, but it wi l l be aafe to 
conclude, 1n gener 1, in ref renee to persona 
and s tate corporat ions emplOJed ln goYern eot 
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aerY1oea , that •hen Couar••• baa not 1nter­
poae4 to protect their property troa atate 
taxation, auch ta~at1on 1a not obnoztoua to 
tbat ob3aot1on. Lane County Y. Or on, 74 
u. s. ? Wall . ?7 (19 :105) ; rtrat l&t . Bank 
Y. ~entuoky, 78 u. s. 9 Wall . 353 (19;?01).• 

Lit .. tae , in the oaae of Oo• Y. arrol, 118 u. s. 51?, where 
the plaintiff aought to eecape payaeut of taxea on peraonal property, 
the Oourt apeaka aa followa : 

•• • h&Ye no dtfficu1tJ 1n diapoeing of the 
laat condition of the queatton, namely: the 
tact, if lt be a fact , that the property wae 
owned bl peraona reaidl in aaother State; 
tor , tf not exe•pt fro• taxation tor other 
re .. ona, it cannot be exe•pt by reason of 
being owned by nonrealdenta of the State. • 
t ate 1t to be a point aettle4 beyond all 
contradiction or queatlon, th t a tate baa 
3uriediotion of all pereona and t ntnga wttbtn 
tta territory whtob do DOt belong ~ aome 
oth«r jur1 adiotlon, auob aa the representat1Yea 
of foreign goYer nmenta, with their bouaea and 
effecta , and property belonging to or to the 
uae of the OoYernaent of the United Statea. 
If the owner of peraonal property wtthln a 
state rea1dea tn another s tate Which tax•• 
hia for that property ae part of hie general 
eat ate attached to h1a person, thta action of 
the latter State doea not ln the leaat affect 
the right of the state tn which the property 
ta attuated to tas tt &lao. It 1a b&rdlJ 
oeceaaary to ct te autr.ort ttee on a point ao 
eleaentary. The act, therefore, that the 
owners of the 1o • in queatlon were taxed for 
t heir Y&lue in Maine, &a a part of thei r 
aeneral at ock tn trade! tf ·~cb faot were 
proYed, ooul4 b&Ya no nfluence in the 
4ectslon of the oaae and y be l a td out of new. 

e recur, then, to a oonatderatton of the 
question treed from thta 11•1tatton: Are the 
pro'ducta of a State , &lthougb 1Dtead.ed for 
exportation to another State and partially 
prepared for ~b t puzpo e by being deposited 
a t a place or port of ahtp nt wtth1n the State, 
liable to b taxed lite o'her property wttbln 
the State? 
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DO the ownez•a atate of aind in relation to 
the goode, that la, bia intent to export 
them, and hla partial ~epazatlon to do ao, 
exe pt tnem froa taxation? Tbla ia tne 
preclae QueatioD tor aolutlon. 

!b18 queatton doea not present the predicament 
of goode 1n cvurae of uanaportatlon through 
a atata although deta1ne4 for a tiae within 
the St a te by low wat er or other cau.ea of 
delay, aa wa the caae of t,e loge out ln the 
State of Kaine, the t&x on wblch •a• abated 
bJ the Supreme Court of Jew B&apahll'a. SUch 
goode are already ln the courae of ooamerclll 
tranaportatlon and are clearly under the 
protection of the Conat1tut1on. And eo , we 
thlnt, would the goode ln ~eatlon be wban 
actually atuted ln the courae of tranaporta tlon 
to another State, or dal1Yare4 to a carrier 
tor aucb transportation. There muat be a point 
of t i *• when theJ ceaaa to be goYernad 
axclua1YalJ bJ the domestic law &Dd begin to 
be covarna and protected bJ the national law 
of commercial regulation, and that oaent aaeaa 
to ua to be a legitimate one for tb1e puzpoae, 
1n which they co enca their final .oYeaent 
for tranaportatlon froa the State for their 
or1g1n to that of the1r deattaatlon. When the 
proauota of the tara or t e foreat are collected 
and brought ln fro the aurroundl ng countrJ 
to a town or station aerY1Dg aa an entzepot 
for th t particular reston, whether on a rt•ar 
or a line of railroad, auoh producta are not 
yet export• nor are they ln proceae of e%p0rtation, 
nor l a exportation begun until tbeJ are co 1tted 
to the co no arrler for tz&naportatlon out 
of the s t ate to the tate of t heir deatin&tlon 
or h&Ye· atart.a on their ulttaata paaaaga to 
that a ~ate . UDtll than lt la raaaonable to 
ra ard thea aa not ODl.J •1 thl.n the State of 
the1r orlgln, but aa a part of the general 
• a•• of propertJ of that State, aubjact to ita 
juriad1ct1on d liable to taxa~lon tbere. lf 
not taxed by reason ot their being intended 
for exportation. but t&~d without any d1a­
or1a1nat1on, 1n the usual ••1 and aanner in 
whlcb such propertr ie taxed in the State;• • • " 
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59 Oorpua Juri• at page 33, Paragr aph 4 , atatea: 

•• • •xnaofar aa jurtadlotion aeana aoYer­
e1Fnty, the juziadiotlon ia oontinu.d 1D 
the atate within whoae oordera the tract ta 
included, and for purpoaea of juriadtotion, 
uaed in the COYer ental , aa dietinguiabed 
from the luridio&l , aenae, the tract foraiog 
toe auoJeot aatter of the agree .. n•trematna 
under the oontzol of ihe ta te within wlloae 
bound.ar i ea it l lea. • 

In the oaae of Leart • • · JeraeJ OitJ, 208 Fed. a~. tba Court 
1ara down tbe rule that the St ate within wboae boundariea a tract 
of land liea rather th n toe taie to whoa exclua1Ye and extra 
territorial Juz1ad1ct1on undez i t i a eoured by aa agreeaent, baa 
Juriadiotion for the goYernaent-.1. purpoaea of tazation. 

It will be aeen that t he Federal Oourta tn oonatrulDg the 
right of t axation b&Ye due r azd f or the ao•e~e1gntJ of the Statea 
aa to matter a of ta.xati on for at a.te puzvo••• and do uot rule that 
the aoYer etgntJ or the St a te for aucb purpoaea ia lia tted 1n &Df 
way except inaofar as the del a tion of exol uaiYe power of taxation 
baa been granted not bJ one State ~t bJ the aeYeral atatea co atng 
the •ation l Union and acti in oouoert baa been granted to ~• 
JPederal GoYero ent. 

Section a of Artiola I of the Conatitutton of the State of 
Kt aaourt prov1dee aa f ollowa: 

•tbe propertJ, re l and peraonal, of the St a t e 
count1ea and other auntoipal oorporattona, and 
c eteriea , ehall be exemp~ fro• taxation. 
Lots i n incozporated citiea or to•n• , oz 
within one aile of t he liaitl of an7 auch ottJ 
or town, to the extent of one acre, and l ota 
one a ile or re distant from auch ott1ea or 
~owna, to the extent of f i•e aorea, with the 
bu1ld1 a ther on, y oe exeapted f r om 
t xation, when tbe • aze uaea exol ua1YelJ 
tor rel1gi oua worah1p, for ac hoola , or tor 
purpoaea purel J ob 1 table ; &lao , auob 
propert7, real or per eona.l, &a m&J be uaed 
exol uai vely f or agr1oultur&l or borttoultural 
aoo1etiea: ~oY14e4, t ha t aucn axe pttona 
ahall b e only by a eneral· 1 ... 
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Section 1 ot Article X of the aonatitutton proYldew: 

1 All l awa exemptiog property fro• taxation, 
other than the property abo•• enu erated, 
shall b e Yoi d.• 

l e do not ~nderatand your inquiry to be with reference to 
the properties n ed aa exempt i n s ection 6 of the &boTe Constitu­
tion of Mieeour1 . It will be noticed that eai~ section does not 
ot ita own force exempt even the claaaiftcatione therein enuaerated. 
but requiree that before &DJ of thoae claseea are exe pt there 
must not only be a legisl&*ive enactment eo proYidtng but tt 
further requires that such exemption shall be only by a seneral 
law. lo property i n Missouri ia exempt from taxation exfept aa 
defined by the aboTe proYis1one and the herein referred to ~eder&l 
Constitution and Statutes . 

s ection 3 of Article IV of the C~nstitution of the United 
St&t88 proTide8 in pazt aa follOWS; 

1 Tbe Congreae shall haTe power to di spose of 
and e all needful rUlea and regulation• re­
specting the territory or other property 
b~longing to the United States; and nothing tn 
t his Constitution shall be so construed ae to 
prejudice any cla i as of the United States or 
of any particular State.• 

Article VI of t he Federal OOnatttutton tn part te &8 
follows : 

•tbta Conetttutlon and the La•• of the UDtted 
otatea which shall be made ln pursuance thereof, 
&n4 all treattee aade or whloh shall be m&de 
under the authority of t he United States, ahall 
be the supreme la• of the l and; and the judges 
in eYery State ah&ll be bound thereby, anyth1Qg 
tn the conet1tut1on or laws of any State to 
the contrary notwitnstandiug.• 

BJ the World W«r Yeterana Act ia ta proYided, Yol . 38, 10. 
454 , u. s . o.A: 

•tne ooapensat1on, insuz&noe, a&intenance and 
eupport allowance• • •ah&ll be exeapt fro• 
taxattoo.• 
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!hia provision of the orld ar Ve terana Act baa been ruled 
on in thia State in the case of Butler Ya. CantleJ, 228 uo. App. 
1047, 47 s. •. (ad) 258. In that oaae the Springfield court of 
Appe&la on Karch 7, 1933, banded down an optn1oa in wb1oh they held 
tbat money wbio b had been paid to the dain1atrator of an state ' 
of a 4eoeaaed Soldier of the World war by virtue of the ter .. of 
the lar R1ak Insurance ACt, and bad been dopos1ted by hia thetbe 
bank which l ater failed, waa entitled to preference. • 

e conceive thia rul1n to be baaed on the only possible 
theory, that ia, tha t the title to aai4 .one7 had not at that time 
been divestec out of the reder&l OoverDaent. 

A like ruling aa that a&de 1n the Springfield Court of 
Appeals oaae baa &lao been made bJ the Courts of Conneotiout, 
Weet Virgini~, lebraata and Io• • 

Dectaiona to the contrary have been handed down by the 
s tate Courts of Jebraata and Minneaota. See Jote 3, Yol . 53, Jo. 
11 (April 1, 1933) Supr e court Reporter, p. 416. 

!be State Oourta i n oonatrui a federal atatute haTe 
the right to reach their own concluaion aa to the oonatruct1on of 
a federal atatute where no federal ouea in point are cited. Thia 
principle ie announced in the c aee of Hayland Flour till a Oo p&nJ 
va . wt aour1 Pacific Railroad Company, 5 a . w. (2d) 125, certiorari 
denied; Brie Railroad Company ••· Harland 11our illa OompanJ, 
48 s. ot . 433, 211 u. s. 5&6, 1a L. !d. 1001 . 

on account of the dt verse and oppoat te rulings bJ the 
courts of different state• in construing this identical queation 
the SUpreae Court of tbe United States aasuaed jurisdiction of tbe 
question in the case of Spicer vs. emttb Wb1ch 1e herein after 
referred to. 

!hie of oourae being a federal etatute the 4eclaiooa of 
the federal courts are controlling on St a te Cour-• in ca.aea decided 
by tbe re4er&l Oour ~ a construing a Federal Statute. See case ~of 
Ill1no1a ~tate truat CoapanJ va. Missouri Pac1f1o Railroad CoapanJ, 
5 a. w. ( 24) aea, oerttorari denied; 48 s. ot . as, 278 u. s. sa~. 

The d.eterainative queat1on ie, when d.oea moDeJ paid bJ the 
covernaent oeaae to be governaent moneJ and aaau.e the atatua of 
privately owned ney, 1. e . when doea the title paaet 

. -
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In the oaee of Pagel va. P-ael ae A4min1atrator, aecide4 
Maron 5 , 1934, by lne Supreae oourt of the Unite Statea , reported 
in Vol . 78, Jo. ~. e 62?, United St ates bupre e court Law 
ldi tion, Advanced Opinions , that oourt held that wu r iak coney 
paid to the eatate of an insured soldier upon the death of the 
ddaignated beneficiary before receiYin all the inatallaenta , 1a 
not exempted trolll the olaiaa of hie oredi tore. At page 629 the 
oou.rt aaya: 

•tne purpoae of the exe.ption, Par. •st, 1a 
to aafe uara the 1aaure4 soldier aDd the 
Denef1clary pay enta aa4e under the policy 
to tbe or for their benefi'• • •upon the 
death of the inaured the father whoa he h&d 
deaignated aa beneficiary wae by the Bureau 
a• arde4 aoathly paJaenta to continue until 
death. The language of the a t atute lla1ta 
the exemption to •any peraon t o whoa an 
award 1a aacle• . It 1a clear that the 
atatute doea not extend the exe ption upon 
the inau.re4 and beneficiary. • 

In the caae of Spicer Ya . Smith, 55 s. Ct. 415, the Olli ted 
s tatee Supreae Oourt in defining when money pai by the Federal 
GoYernment un4t r the war 1 t Ina~ance &ad Diaab1l 1t y Coapenaa,ion 
Act loaea ita identity aa goYerna.nt aonaJ and takea on the ata•u• 
of pr1Y&'tely owned aoney .aaya, speaki ng of the contentloo of the 
guardian tha t the latter waa entitled to a preferred olata for a 
bank depos it paid by the govern ent to the guardian wbicb he dtpoaited 
in tbe bank: 

•ae a.serta ~hat under acta of oonsr••• later 
to be oonaldere4, the •ar riek insurance and 
41aab1l1tJ ooapena tion ~id to ~guardian of 
e.n incompetent Yeteru re aina tbe 1110ney of 
the Un1tedStatea eo loQ& a 1t i a eubleot to 
nia control and auggeata that tho guardian ia 
a mere tnatr~ ental1tJ of the United Statea 
tor tbe 41 buraem nt of aucb .oneJ foz the 
benefi t of the Yeteran. • 

In holding againat thi s contenti on that Court said 1. c . 418: 

•• • •UnqueetionablJ payaent to the guardian 
Yeate4 title 1n the ward and operated to die-
charge the obligation of the uni ted State• in 
respect to sucb 1netallmenta• • •It re•ulta t nat tbe 



State Tax Oo .. isaion -16- .run~ 10,. 1935. 

deposit in quea tion doea no' 
belong to the United Statea and, 
aa 1ndebtedneaa to i1, is essential 
to priority, the guardian•• olaia 
under that Sootion 1a without aerit.• 

The 8upreae Cour t of lorth Oarol1na in the oaae of 
Martin ••· Guilford County , reported in 158 s. E. 847 , in oon­
atru1ng thia principle said: 

•In the instant o ae, the aua of 
money whiob W6 a payable to plaintiff 
as a vetera~ of the World war , under 
t he aot of Congreaa, &a compena tion, 
inaurance and mai ntenance and aupport 
allowance , has been paid to him, he h&a 
acquired full and unrestricted title to 
the money , free fro any control over 
the s~e by the government of the United 
States; he has invested it, aa he had 
a right to do, in the purcbaae of a lot 
of land and an automobile, which are 
subject to taxation by Guilford Oounty, 
under t he la.a of tbia atate. We think 
it clear that by the onactaent of 
sections 454 and 618 ~f Title 38, o. s. c.A. 
congres s bas not unaer taten to exerc1ae 
anJ control over the propertJ, real or 
personal, now ow4eU ·by the plaintiff , 
and that said pro perty 1a not exempt 
from taxation b y Gui _ford ~ounty, under 
the l&wa of thia state, a~plioable to 
aa1d property as •ell as to all other 
property in aaid county.• 

In the caee of Duaan ve. Cantley, Commissioner of Finance, 
b~ s. • (24) p. 711, 1. c . 712, our Kaneaa City Court of Appe&la 
e&1d, apeat:1ng of th s e aubjeot: 
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•xt ta argued tha t the aonoy aball not 
be aub~ect to tbo olat•• of oredttora, 
and atnoe there can be no aastg~ent or 
garntabaent or other p~oooe41n agatnat 
the beneftoiary, therefore the r el a tion · 
ahip of debtor and creditor c&Aoot xtat, 
e apeot&lly WLere the bank t ~ • the fund 
wt ' h ~nowledge ot the aouroe thereof. 

Tal a contention la on ~be theory thAt 
the purpo ae an~ i ntent of the 1 ialatt~n 
tn bell&ll of veterans 18 to prot ot· the 
money fro~ all clatma, except the UD1ted 
St atea Government , not onlJ until 1t 
co••• into the banda of the benef1ctarr , 
but &lao until the ! t tter baa h1 elf 
apent 1t. a think this 1a not tbe 
oor1ect cooatruot1on or 1ntcrpret· tton 
to oe ~laced thereon. In our v1e•, lunda 
tbua z1atna are oot thus protected after 
t hey h ~e once come lnto the banda of tbe 
beneftcl ~rJ . !hey have then beooae hta 
abaolute pro perty , and havt once co•• 
toto hts banda are no l onaer an object 
of aol tottude or c re oo the part of 
the Oo•eroaent . The l utter la careful 
to protect t ho fund until tb~ benef1o1&rJ 
reo 1vee lt, but no rurth r. Th1 a seems 
to be clear f roa the uae ann aubaeQuent 
rettor utton of th• •of4 •payable. • SO 
long aa a fund \a • payable' to 1 peraoD 
it baa not J • t reached hta b da, but 
when 1t baa, lt caor.ot longer be aatd to 
be payable to hie. Tn1a 11 borne out bJ 
the platn intent of aectton ~• . p. 81 , of 
the abowe-~entloned USOA, where 1D pro,ect-
1ng money c1ue penatonara , at tacs.•eDt, leYy, 
or aa1aure of auob tunda la prohibited, 
1\ epeaka of neJ '4ue, or to become cue• 
to any pene1oner, ' • hetber tne ~ame reoa1na 
•tth the Pena1on Oftt oe , or any otf loor 
or ent thereof, or 1a in courae of 
tranaaiaeloa to the pcna1oner .• It 1a 
not exe~pt attor it 1a pal~ to the penei oner. • 
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ror a like expreaa1on or the court• •e alao cite the 
oase of State ve. aright, 140 So. 584, bJ the Supreme Court of 
~abama. St at e ex rel. 1tb va. Board of Coam1aa1onera, a94 Pao. 
9lb, where t he Court aaya, 1. c. 921: 

• e ounolude that the intervention 
of a uardian doea not le&Ye the 
penaton funda at111 1n the banda of 
the over ent ao tb t t ney are atill 
•payable ' or •due• the war~ ae ea­
preaAed by 38 Ot OA Sec. 454, eo aa to 
exempt tho from &aftt~n ent, execution, 
and t xes , but, •han patd to the guardian, 
the title and poeseaa\on baYe both paeaed 
fro• the govcr n.ent, and they are no 
1on er •payabl e', and ooneeQuently not 
enti tled to any exezpt1on troa t axee 
under Section 4o4.• 

In the ·caae of Trotter, Quard1&n, va. St a te of Tenneaaec , 
United ~tatea uUpreme Court Law Edition, Advanced Op1n1ona , Vol. 
7b , lo . 3, the ~upremc Court ot tb~ United St&tea had un~er con­
s1Jer a t1on the GUeat1on of exe:; t1on fro t axation of ooapena t1on 
and war r 1ak 4i aab111ty benefita to a entally 1ncoapetant veteran, 
And the ques tion as t o the ri~ht of exemption of land purob~aed by 
t he ucr a1ao of eucn incompetent, the saae be1 pai d tor 1n oaah 
out of the moneys ther etofore received fro• the goyernment 1n 
pa1 ent of ooapenaa~ion and war r1ak 1nauranoe. 

Tbe Court 1n holding there waa no exe-p~ton from t a za tion 
ata tea, 1 . c . 129: 

•!xeapttona troa -t axation are not to 
be enlar e« by 1mpltoat1on 1! doubta 
are nicely o&l bnoea .• • •on tbe other 
hand, they are not to be r ead ao 
rudg1oglJ aa to thwar t the purpoae of 

the l awmaker s . The aJ ner e p&J &ble to 
t h1a sol Q1er were unGU• t\onably exeapt 
till t heJ came into h1a b da or the h nda 
of h1a gu&r~t an.• • • wo think it verJ 
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clear that there waa an end to the 
exeaption •hen t hey lost the qual ity 
of moneys and •~re converted into land 
and buildings. fbe statute speaks of 
•oo penaation, i nouranoe, and ma.intena oe 
and suppor t &l.lo ance payable' to the 
vetera n, and ~eolare tha t t heae ehall 
be exe pt . ~· see no token of a purpoee 
~ ext nu ~l ik e immunity t o permanent 
inveatzenta ~r the fr its of bua1neaa 
ent r pr iaea. Veterans wno cnooae to 
tr de i c 1 d or in aerchana1a , in bonds 
or i n shares of stock , muat pay their 
tr i bute to th~ state. • • • •" 

The Courts have generally refused to enlarge on the 
atatute on exemptions und~r consi der &tion . They in holding that 
the guardian, of a minor , o f funds t h t have b• n paid by the 
Government to the ·uar a ian of the ward, who has them on deposit in 
the bank , 1a not ent i tled to n pr eferred ol ~i& tor the a&ae , &a 
waa held in th~ Spicer case , supra, h~ve gone ~uch f~ther in 
rul i ng th t the ovcrDN~ nt identity or pr o t ection baa ended, than 
1a uec~aaary to o in hold1 that the r eal estate purohaaed wi t h 
money received by the Jar Vet er an aa oompeneat1on froa the United 
stat es GoverAmant 11 subJect t o taxation. 

The trend of the courts, and •• t hin the holdi ng, 
i s t o the view the.t when the Government money bs a.ctu4lly been 
received, either by the p ty so entitled thereto or receiTed bJ 
hi e guardian, tha t thereupon 1t loses 1ts 1dent1ty ae publ ic or 
government money and then hae no oth~ r protection than that of 
the uaual private individual . The titl e there~pon paaaee fro• the 
governaent. 

t 

It ia the opini on of this ~part•ent that real estate 
in the s tate of Ui aeouri, purchased with aoner receiTed by a war 
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Yeteran aa oompen t1oa tro tbe Un1 ed s tates GoYernmont under the 
Wo~l4 war Veter a l ot, 1 a not exespt t~o taaat1on. 
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