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APPLICATION OF STATE SALES AND USE TAXES TO
TRANSACTIONS IN FEDERAL AREAS

TUESDAY, APRIL 23, 1040

UN1TED STATES SENATE,
SuncoMMITTEE OF THE COMMITTEE ON FINANCE
Washington, h.c.

The subcommittee met, pursnant to call, at 10 a. m., in the Finance
Committee room, room 312, Senate Office Building, Senator Walter
F. George, (chairman), presiding.

Senator Georor. The committee will please come to order. The
subcommittee is meeting for the purpose of considering and hearing
testimony on H. R. 6087, a bill which passed the House of Represen-
tatives on July 26, 1989. I will insert in the record at this point the
text of H. R, 6087.

[H. R, 6687, Tath Cong., 34 ress.]

AN ACT To authorlze the levy of 8tate, Territory, and District of Columbia tazes upon,
with respect to, or measured by aales, purchases, or use of tangible personal property
or upon sellers, purchasers, or users of sich property measured by xales, purchases, or
ure thereof occurring in United Blates natlonal parks, military, and other rerervations
or sites over which the United Btates Government may have jurisdiction

Be it enacted by the Senate and House of Representalives of the United Stales
of America in Congress assembled, That all taxes, levied by any State, Territory,
or the District of Columbia upon, with respect to, or measured by enlee by, sales,
purchases, or use of tangiblc personal property, or upon sellers, purchasers, or
vsers of such property measured by sales, purchases, or use thereef may thereof,
may be levied and collected In the same manner and to the same extent with
respect to transaetiens any tranaaction occurring in whole or in part within
Unfted States natlonal parks, military and other reservations or other sltes
located within the external bundaries of such State, Terrltory, or the Distriet
of Columbia, as with respeot to transactionn eeourring if auch transaction oc-
curred elsewhere within the territorial houndaries of salil State, Terrltory, or
the Distriet of Columbia.

Passed the House of Representatives July 20, 1039,

Attest : Sournt TrisMarrk, Clerk.

Senator Grorae, Congressman Buck, you may come forward and
open the hearing,

STATEMENT OF HON. FRANK H, BUCK, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA

Mr, Buck. Mr. Chairman and Senators—-

Sennt(;r Georor (interposing). You are the author of this bill, are
you not

My, Buck. I am the author of the bill.

Senntor Georor. You may proceed.
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Mr. Buok. The purpose of this bill is to provide for uniformity
in the administration of State sales taxes and use taxes, I should say,
within as well as without Federal areas. It proposes to authorize a
. levy of State taxes with respect to or measured by sales or pur-
chages of tangible property on Federal areas. The taxes in most
cnses would be paid to the States by sellers whose places of business
are off the Federal areas. - For instance, at the: present time we find
that sales are contracted, let us say, in a State away from the Army
reservation, but because delivery 13 made and title taken in the res-
ervation, it is contended that as title has not passed until that time,
no tax is payable, :

It is to correct that injustice that we have introduced this bill.
‘That is one of the purposes, I should say.

The passage of this bill will clearly establish the authority of the
State to impose a sales tax with respect to sales completed by deliv-
ery on Federal areas, and insofar as the State tax might be a prohibi-
tive burden upon the United States, they would not, with the excep-
tion that I shall state presently, impose any duty on aiy person
residing or located upon the Federal area. . - . ,

This action would merely remove any doubt which now exiats
regarding the authority of the State to require retailers located
within the State and off the Federal areas to report and pay the tax
on the gross receipts from sales on which delivery is made within
Federal areas, iy L

There is a minor problem involved and presented which involves
the responsibility for such taxes as might be paid on sales at com-
missaries, licensed traders, and other similar agencies. We had some
bad situations with regard to these licensed traders. There are
licensed traders .on certain reservations, .for instance, at Palm
Springs, Calif., you have your reservation ling right down the street,
and on one side of the street you have merchants who are paying
sales taxes, and on the other side you have licensed traders who are
not paying any sales tax on identically the same types of goods.

In that connection, and I think this is prohably as good a time as
any, I should like to read to the committeé’ p telegram which I
received yesterday from Governor John E. Miles of New Mexico, as

follows:

Hon, Frank H. Buok, e
Representative of California, ) "
. House Ofice Building, Washington, D. O, L el e

This acknowledges your letter April 10. New Mexico {8 primarily interested
in passage of House Resolution 6687 as originally introduced by you. Amend-
ment offeréd by Benator Robert' M. La Follétte in' behalf of Department of
Interior, exempting Indian reservations from the provisions: of. your original
resolution practically nullifies the purpose of your bill ingofar as New Mexico
18- concprned.- There is common practice.in New - Mexico by which merchauts
who would normally be taxable are able to avold State tax urgn by locating
their business -operations.on Indlan reservatlons: I 'speak':féff (New Mexico,
and in particular the sales-tax division of the New Mexico Bureau of Revenue
in urging passage of House Resolution 6087 as originally intrfoduced by you.
Jf possible I would like this telegram to be entered. iuto .tho record of the
hearing scheduled for Tuesday, April 23, . .

] Jorn E. MiLEs,

Voo Governor of New Merico.
’ [P A B RPN | .

-



SALES AND USP TAXES IN FEDERAL AREAS 3

Senator Greorae. The committes received a similar telegram which
X intended to put into the record anyway, but your telegram covers
the same point,

Mr. Boor. At this point, Mr. Chairman, if I may submit to you
also for inclusion into the record a brief summary, which is very
short, of the need for congressiona! action to prevent the avoidance
of State sales taxes, and in this brief I call your attention to the
recent decisions and opinions which indicate that some action along
thig line might well be taken for the advantage of all concerned.

Senator Georae. It will be entered in the record.

(The same is as follows:)

Neep For CONGRESBIONAL ACTION Jo*PHEVENT AVOIDANGE TATE SALES TAXES
WitTH REspgg

» L] (e L] *
o7

Recent decislons of ge Supreme Court otfflit"tnjted States in tHaycases of
James v. Dravo Conffaoting Company. ((Deld 6, 19 82 L, Ed. (A Ops.)
125), Silas Mason Cfnpany v. Tad, 13sio%, ((Dece. 8, 1037) 82 L. (Adv.
Ops.) 164), and AfKinson v. St TaxzOommiggion 1938) % Ed.
(Adv. Ops.) 440) gAwhile ope for the; certain nog
criminatory Statdf taxes on Federal nréag, except insofar ose taxes

constitute a burdf
extent of State §

Divergernit vigWws being expressed b
it evident thatfprolonged and expen
the law on the subject if/the limit
various types off Federnl afens #rg,|
This litigation §hd the perldl of under
final decistons Hy

the Unit®j StatesiSypreme Court o ever, be avol

through Congresglonal actlof, a p, t for Whi to be d in an
of Congress app®ved June , am fon}10 of the dlayden-Qfrt-
8. C. A, sectlon 65n) Felating 8 State mgtor-

wright Act (40 SEyt. 1521 ; 23 C

vehicle fuel taxes, §Attentlon has, in fact, y been Qlvected to the prgblem
through the introdtgtion of a blll (8,, by \BenatorSciytvartz at th first
sesslon of the Sevenfgfifth Cougress,,” 3

It is proposed, thiugh Cony:\*s.%nhuc wy to authorize theflevy of
State taxes with resp to or measured by sales or purchases of tangible
personal property on F 1 arcas. The taxes wouldd in the 8t majority
of cases be pald to the Sta ¢ sellers whose places of bw are located
off the Federal areas and whi ke sales of property 08 be dellvered, on
such arens. Itefercnce to the C“M%W Act of 1033 (Stat.,
1833, ch. 1020, as amended), which impose ax upon retatlers for the
privilege of selling tangible personal property at retall; may serve to illustrate
the groblem,confronting the States employlng this type of tax.

The gppleation of this tax to the gross recelpts of & retaller from snles
in which dellvery is made to an aren over which it is asserted the United
States possesses exclugive jurisdiction Is belng vigorously contested, eveu-
though the retailer’s place of business 1a located off the Federal area and
the negotiation leading to the sale are conducted and the contract of sale
i3 executed at the retaller’s place of business. Despite the, existence of these
facts, which atre generally sufiicient to glve rise to lability for the tax and
which, insofar as the theory of the tax is concerned should, it 18 submitted, by
sufficlent to ‘impose - tax liabllity, exemption from the tax 8 asserted upon
the slender ground that title to the pyoperty sold passes on the Federal area
and, accordingly, the sale occurs on Iand over wiich the State lacks authority.

Congressloial nction clearly establishing the authority of the State to
‘impose its sales tax with respect to sales completed by delivery on Federal
Areas, except insofar as the State tax might he a prohibited- burden upon
the United States would not, with the exception herelnnfter noted, impose
any duty upon any person residing or located upon the Federal aren. Such
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action would merely remove any doubt which now exists concerning the au-
thority of the State to require retailers located within the State and off the
Federal areas to report and pay the tax on the gross receipts from their sales
on which delivery Is made to a Federal area. A minor problem presented
with respect to the application of State sales taxes on Federal areas involves
the responsibility for such taxes of post exchanges, ship-service stores, com-
missaries, licensed traders, and other similar agencles operating on Federal
areas,

In view of the policy adopted by Congress in the amendment of section 10
of the Hayden-Cartwright Act providing for the application of motor-vehicle
fuel taxes with respect to the sales or distributions of such agencies, it
would appear to be entirely proper to provide for the application of sales
taxes with vespect to the retall sales of tangible personal property of such
agencies, Congressional authorization for the Imposition of State sales taxes
on Federal areas should include authorization for the imposition of State use
taxes which are designed merely to prevent avoldance of the sales taxes
through purchages outside the State or In Interstate commerce.

The States have been extremely generous in granting to the United States
exclusive jurisdiction over Federal areas in order that any confiicts between the
authority of the United States and a State might be avoided. It would appear
to be an equally sound policy for the United States through congressional
action to prevent the avoldance of State sales taxes with respect to sales on
Federal areas by specifically authorizing, except insofar as the taxes may constl-
tute a burden upon the United States, the application of such taxes en those
areas.

Senator Georae. Let me ask you, Congressman. Some question
has arisen as to whether the bill includes franchise taxes, license taxes,
and direct personal-property taxes. Are you prepared to make a
statement in rega_r(l to thatt

Mr. Buck. It is not my intention to include direct personal-prop-
erty taxes, and I do not believe that the language can be construed
as including franchise taxes. The language reads:
all taxes, levied by any State, Territory, or the District of Columbla,
and so forth. And I propose to suggest an amendment—
by or under the authority of any State, Territory, or the District of Columblia,
with respect to or measured by sales, purchases, or use of tangible personal
property.

Senator Georee. The language seems to be limited to sales or use
taxes.

Mr. Buck. That is the intention of the author of the bill; I will
say that much, . .

Senator Brown. While on that point, Mr. Buck, there comes to
my mind this recent decision on the sales tax levied by the city of
New York, Your bill seems to cover merely “any State, Territory,
or the District of Columbia,” and not any subdivision of a State,
such as a county or municipality. Do you intend to leave them out?

Mr. Bock. My attention was called to that yesterdny, and Mr.
Pierce, the secretary of the State Board of Equalization of the State
of California, who will follow me, will suggest one or two exact
wordings of minor corrective amendments, one of which will take
care of that point which you have in your mind there,

Mr. Chairman, there is precedent for this action insofar as other
sales taxes are concerned, in view of the fact that under section 10
of the Hayden-Cartwright, Act, provision was made for the collection
of motor-vehicle-fuel taxes within the Federal reservations, and really
this is only an extension of the principle involved in that act as far
as that is concerned,
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I have had the privilege of examining the report of the War De-
partment on this bill, and I find that they are somewhat fearful that
under the terms of the bill, an attempt may be made to stretch State
jurisdiction to other matters; therefore, at the proper time M.

ierce will also suggest to you an amendment which will disclaim any
effort to extend State jurisdiction to such matters as police matters
and things of that kind.

I hope that with the amendments we are going to suggest, that you
will now see your way clear to make a favorable report on the bill,
because it is a matter of considerable importance. The States have
been very generous in granting jurisdiction to the Iederal Govern-
ment in areas they have ceded to the Government, and it seems
to me that the Federal Government ought not to put itself in the
position where either through licensing traders on reservations or
otherwise, it puts the citizens in a given State at a disadvantage
as far as tax collections and payments are concerned.

I may add that this bill had the unanimous approval of the Com-
mittee on Ways and Means when it was considered in the committee
over there, and a favorable report from the Treasury Department,
and although the other departments were notified at that time, they
did not render any opinions. I understand that since, two of them
have made certain suggestions for amendments. I believe that their
objections, including that amendment offered by Senator La Fol-
lette last year, will be taken care of by the amendment which Mr.
Pierce will oﬁ‘er, and I will now, unless you have further ques-
tions, call upon Mr. Pierce, the secretary of the California State
Board of Equalization, which is the tax collecting and levying
agency of the State of Californin, to make a statement.

Senator Georar. Very well. Mr. Pierce,

STATEMENT OF DIXWELL L. PIERCE, EXECUTIVE SECRETARY,
STATE BOARD OF EQUALIZATION, STATE OF CALIFORNIA,
SACRAMENTO, CALIF.

My. Pierce. Mr. Chaivman and Senator Brown: As Congressman
Buck has told the members of the committee, the object behind this
bill is to avoid tax exemption on Federal arveas in States where there
is no public purpose served by such exemption, and there is no
thought here to cast any burden upon the operations of the United
States in any way through forms of State taxation,

It has developed in California, and I think in practically every
other State which levies excise taxes of the type \v&xich are covered
by this amendment, and in some form or other nearly every State does,
that individuals who have access to these reservations, engage in
business there in such a \va[\)' as to be in competition with other
Eersons engaged in similav businesses outside of the reservations,

ut within the boundaries of the State, with the result that through
lack of jurisdiction to do anything corrective on the situation, the
States have found themselves in a very difficult situation with their
own taxpayers, and the objective here is to secure from the Federal
QGovernment sufficient authority to correct that evil, and no greater,
authority. That is all that we are asking for, and we do not wish
in any way to interfere with the operations of any of the departiments
220741—(0—2 A

-
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of the Federal Government which may be using Ifedoral regervations
within the several Stutes in earrying ont the objectives of thoge
departments,

e of tho amendments that wo wanted to suggest was one to
correct the situation to which Senator Brown adverted, that is, the
proposed law as it now vends might be limited in its terms only to
thoso taxes actually imposed by the State itself and not by an
political subdivision of the State. Inusmuch s all of those subdivi-
sions derive their taxing power oventually from the soveroignty of
the State, our suggestion would be that in the third line of the bill
on page 1, after the words “levied by”, there be inserted a comma, and
then the words “or under the authority of,”. ‘Ihen the net would
vead that “all taxes, lovied by, or under the authority of, any State,
Territory,” and so forthy and we think that would cover the situation,

There ave, us you gentlemen know, sales taxes in the city of New
York where there are some Federal reservations, and also - similar
taxes in tho city of Birmingham, Ala, and there nre soveral other
such taxes, T believe, in cities in Missouri and other jurisdictions,
It happens that in Californiu, that wo do not. have any, but there are
such taxes in other States.

Now, as to the other situntion—the possibility that we may have
unintentionally impinged on the authority of theso departments that
have the use of Federal reservations in carvying ont their objectives
in the several States, we would like to suggest an amendment at the
conclusion of the bill after the words “District of Columbia”, in line
10, page 2, to this effect :
but nothing contained herein shall be construed as otherwise nffecting the
Jurlsdliction of the United Btates over such areas, nor #s nuthorizing the levy
or collectlon of satd taxes upon or or with respect to any transactlon in which
such property is sold, purchased, or used by the United States or any instru-
mentality thereof, nor as affecting any existing law with respect to the taxation
of Indlans,

In other words, gentlemen, our thought there being that this is not
in any sense to be regarded ns an extension of the power of the
States to tax insofar as any activities of the Federnl Government
may be concerned, but only an act designed to prevent individuals
who may be permitted to engage in private transactions on such
reservations from using those Federal reservations as tax-exempt
islands within the States, to the detriment of the smooth operation
of the States’ taxing power, and also to the considerable fiscal detri-
ment of the States, because the States are thus deprived of revenue
to_which they would otherwise justly be entitled.

We do not feel with these nmendments there could be any question
concerningt the impingement on the operation of any department
which has such reservations within any State.

Senator BrowN. It has occurred to me that we might have some
difficulty in the matter of enforcement on Federal reservations, that
is, where we might have a clash with the Federal authority, particu-
larly if you were proceeding against property rather than against
the person. What is the California method of enforcing its sales
taxes? What do you do with a person who refuses to pay?

Mr. Pierce. The most frequently used method, Senator Brown
is to reduce our claim against them to the form of a judgment and
then proceed with the execution. We also deny them the right to
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engage in further retail trade in Californin until such time as they
have satisfied their suley-tax obligations,

Senntor Brown, Is there any eriminal pennlty ?

Mr. Pignor, ‘I'here is. Weo have never resorted to it to any extent
in the entire 7-year period—6 years, but it is now going onto 7 years—
thut we have had sales-tax activity there, We have, to my vecollec-
tion, only in about half a dozen eases ever had any criminal action,
and those were only the most flagrant violations,

Senator Brown. Do you have the right to enforce the judgment,
by going upon a Federal reservation and seizing the property of a
citizen of Californin on that reservation? Do you have the right
to crosy the Federal line and go in to seize the propertyt

Mz, Pience. 1 presume that if we have the right to {evy and colleet
the tax, and I assume n tnx which we have the right to levy but
no r«-miy means to collect i8 a rather undegirable sort of a tax—1
suppose that a frank answer wounld require saying that apparently
we would have to provide for execution on })rivutc pro}mr’ty located
on the reservation belonging to the tax debtor, but of course that
would not involve, T take it, any molestation of Federal property in
n]ny way, but it would simply be such property as he might have
there.

Senntor BrownN. Of course, it would involve an entry by an ofticer
of the State under the State’s judicial process, and hig possession of
authority to enter. I don’t know much about it, but I was wonder-
ing whether or not there would be a conflict between the Federal
‘and the State authority in that way.

Mr, Pience. I doubt if there would be. We have a precedent in
that type of taxation, and I do not know that it has ever led to any
conflict, although it has been in force for some 3 years now, I refer
to the tax under the Hayden-Cartwright Act. The States are han-
dling the tax, which is enforced on the IFederal reservations, and X
have yet to hear of any such clash.

If it does not impede the object for which the Federal reserva-
tion has been established to permit this private activity to be carried
on there—in other words, to allow private persons to engage in
business there—we do not believe it would impede the object o% the
Federal reservation, then, to {])ermit the State in the orderly process
to collect whatever taxes might normally be due with respect to that
private activity if that were carried on elsewhere within the State,
and that is all we ask, We do not wish in any way, of course, to
impinge upon the jurisdiction of the Federal Government with re-
spect to that particular Government reservation, but I suppose, as
you say, if our taxes are going to be of any enforceable character,
and assuming that the man might not have property elsewhere in
the State which we could reach—and very often he would—it might
be necessary, in order to have an effective tax, for us to go onto the
reservation and do something about it if he did not pay the tax, but
I think those cases would be very rare indeed, and Yﬂcannot, in my
own mind, see that it would ever cause any such conflict between the
two jurisdictions as to result in any upsetting of the purposes for
whicil the reservation was established.

For example, you are, of course, aware—and we constantly en-
counter this—that the same taxpayer will owe both Federal and
State taxes, and be engaged in some activity in the State, and he
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frequently gets in diffficulty and cannot pry those taxes, We have
never had any serious clushes with the Fedornl Government ns to
how we were going to divide what we could find, Those matters
are handled properly through referees in bankruptey, if the man is
w bankrupt, or through other such methods, and we hnve never had
any dificulty with the Federal authorities in Californin in that re-
gurd, and 1 donbt if any such difficulties have been experienced in
other States,

Sonator Broww, I think perhaps I was minded to usk you that
question by a little incident that oceurred at. Fort Mackinnw lon
before 1 was born, but I reeall heaving considerabls about it, and
do not suppose it is any precedent at ally but on the military reserva-
tion there, they permitted a public school to be built and, after a
few years, the commandant of the fort and the local authorities got
into some diflieultiss about the matter of who owned the building.
and the land, and so forth, and 1 well reenll the tradition that o
soldier stood with fixed bayonet to prevent a 5-yemr-old youngster
from going to school there,  Of course, a situntion of that kind enn
arise in the conflicts on jurisdiction,

Mr. Piercr. I believe T could undertako to say that we would not
call out the National Guard if we had any difffculty under the law,
but I find it very difticult to imagino & case of that type arising in
view of the faet that taxes involving very much more money both
in State and Federal revenues, nre adjusted daily with the Federal
Government off the reservation, and I cannot see why being on the
reservation would cause any further complication,

In speaking to you today on this subject, T should like to make
it clear that I am speaking for the Californin State Bourd of
Equalization which, as Congressman Buck has told you, is our tax
administrative agency in Californin where our sales tax is, as
it is in many other States, an important source of State income. Our
sales tax for this fiscal year will probably amount to about $93,000,000
just in 1 year in Californin. We have no way of telling you
definitely how much revenue may be involved in these Government
reservation transactions to which the bill relates, but it scems ren-
sonable to assume that it may very well be as much as 1%, percent,
so0 that we are talking about revenue that the State is being deprived
of to the extent, perhaps, of a million and a_half dollars annually,
and that, of course, is just one State of the Union. As I say, other
States in one form or another are deprived of revenue of that kind,
and that is not revenue which would be derived from taxing any
sale from the Federal Government whatever.

As a_matter of fact, regardless of any provision such as we are
suggesting by way of amendment to this bill, we would not attempt
that in California, because our California law contains an express
exemption of all sales made to the United States Government or any
agency thereof.

This whole subject was quite thoroughly discussed at the meeting
of the National Association of Tax Administrators held at Asheville,
N. C, just about a year ago, May 2, 1939, and it was following
that meeting that the matter was brought to the attention of Con-
gressman Buck, and the bill which is now before you was introduced.
At that meeting a resolution was unanimously adopted—there were
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Stites represented there from all over the United States, and the
resolution was to this effect:

Wherens recent decislons of the Supreme Court of the United States have
opened the way for appleation of uondixeriminatory State taxes on Federal
areas; nnd

Wherens congresslonal actlon clearly establishing the authority of the Statey
to lmpoxe such taxes would remove apy donbt. which mnay exlat with respect
thereto and

Wherens 1t {8 manifestly desleable, both for the preservation of the States’
revenues and for equitable treatment of hudividunls within thelr borders, that
thiv be done: Now, therefore, be it

Resolied by the Natlonal Association of Tao Adninistrators at {ta Revenlh
conference asaembled at Ashevllle, N, (1, thin 24 day of May, 1930, 'That the
Congress of the United States be urged to pasy leglslation substantially as
follows :

“Be it enacted by the Renate and Haouse of Representatives of the United
Klates of Americe in Congress assembled, Thut all tuxes levied by any Htate,
Territory, or the Distrlet of Columbla, upon, with respect to, or mensured by
silen, prurchases, or uke of tanglble personstl property, or upon sellers, pur-
chasers, or users of such property measured by sales, purchasen, or use thereof
may be Jovied and colleeted {n the sume manner and to the same extent with
respeet to transactions occurring In whole or In part within United States
nattonnl parks, military, and other reservatlons or other sites located within the
externitl boundarles of such State, Terrltory, or the District of Columbia as
with respect to trunsactions occurring elsewhere within the terrltorial boun-
darfes of sald Ktate, Terrftory, or the Distrlet of Columbla ;" and be it futrther

Resolved, That the Prestdent of this assoclation be hereby authorlzed and
direeted to appoint a commlittee to take such action as may be deemed appro.
printe to assure the enactment of the foregolng provisions into the laws of the
United States of Amerlea,

It wag iny privilege at that time to gerve ag president of the organi-
zation, and in that cngmclty I brought the matter first to the atten-
tion of Congressman Buck, and the introduction of the bill which has
heen, us you know, acted upon favorably by the House of Represen-
tatives, has resulted,

_Senntor Groror. Is it the view of the State authorities that the
bill should apply to all sales made by commissaries, and post
exchanges?

Mr. Pigrce. I am not sure that it is. I am rather of .the opinion
that. eventually the status of such transactions will become a question
for judicial determination rather than administrative determination
or legislative determination. I mean the status of such transactions
is one as to which perhaps we need the guidance of the courts
eventually.

You perhaps nre aware, Senator, of n recent decision—it came
up in South Carolina—to the effect that a C. C. C. canteen
would not be subject to the licensing laws of that State for the renson
that it was an instramentality of the Federal Government. That was
in the Federal Court down there. There was an expression by our
own S\}})mn}s Court in California in the case of the Standard Oil ('o.
of California v. Johnson, which later came up to the United States
Supreme Court as the Standard Oil Co. of Ualifornia v. California,
to the effect that a post exchange—that was the post exchange there
in the Presidio—was not a governmental agency. Our court had
held that the transaction was taxable on the theory that the Presidio
of San Francisco, while a_Federal area, was within the territorial
confines of the State, and the sale, having originated outside of
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the Proesidio, would nonetheless be taxable, although the delivery of
the motor-vehiele fuel was mude within the Presidio, but the Supreme

‘fourt of the United States held otherwise und to the effect that the
Drvsidio constituted an island envved out of the jurisdiction of Cali-
fornin, and that for all prnv(ivnlAnn'pusua the sale might ay well have
heen made, perhaps, in another State,

Then, wpon the point as to whether or not the post exehange was o
governmontul ngonoy, the Court said that it became wnieeessury to
rile because of s view as to the jurisdictional point, and, ns a result,
our State attorney general advised us that the finat expression of onr
Supromo Court ot having beon veversed, we should he govorned
accordingly, but what the eventual determination will be, 1 supposs
only the Supreme Court of the United States knows,

Senator (iroxar, Under the Hayden-Cartwright Act, the tax is
levied on all sales of petvoleum produets made by and through the
post. exchanges{

My, Pisrer, I'hat is correct,

Sle‘:mhn‘ Grorag. Unless for the oxclusive use of the (Government
itself,

Mr. Prercr. Yes; as a matter of fact, T do not siuppose that snles
would ordinarily be made through the post exchange for the use of the
Government, but commissavies nre a (\ilfewut malter, and the quar-
termstor would make withdeawals of stoeks for the wse of the
Government sometinies, and for private purposes at other times,
What ho makes for privatoe purposes, under the Haydun-Cartwright
Acty ave taxable, and the others nre not.  The post éxchange, of
course, ordinavily would operate for the purposa of su[l)plving the
personnel, and frequently not just the Army f)ursomw, but such
civilian personmel as also has connection with the post, reserve offi-
cers, and others. These sales aro taxed but that is.becauso the act
itself makes express provision, us you have pointed oul, for eollection
by the post exchanges of the tax,

We have not attempted to suggest that in this bill for the reason
that a law covering all oomnm(ﬁties would be, of course, very much
broader. I mean, that was just the one commodity, gasoline, and
one as to which the taxes are always expressed in terma-of gallons
rather than in terms of the value of the product sold, and it would
be very much easier to handle in that way, We felt that to require
the Government to collect sales taxes generally for the States might
be going a good deal further than Congress would see fit to go at
this time—so the object of the bill is primarily, as I have said earlier,
to make it possible at least where the transactions are of n private
character and do occur on the reservation, to impose the same taxes
as would otherwise be imposed if the transactions were off the reser-
vation. L .

As to what has been the experience in some of the othoi- States, I
think it may be helpful to the committee to hear briefly from
some communications that we have from tax authorities elsewhere,

I have before me, and I will just read parts of it, a letter from
T. M. Jenner, Tax Commissioner of the State of Washington, writ-
ten this month., It was directed to Mr. Albert Lepawsky, executive
director of the Federation of Tax Administrators, Chicago, 111., which
is in a sense the clearing house organization for such associations
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ns the Nationnl Asgocintion of ‘I'nx Administrators, ‘o this office
tax administrators submit theiv questions and send their requests
for suggestions which they think might be helpful to them in their
work, and that is how Mr. Jenmor happened to be writing to Mr,
Lapawaky on the subject,

11, Jonnoer suys:

The gquention of State taxing yurballetfon within varlons  Federal arens
hnw cortuinly heon o tough one In the Bhde of Washington,  You probably
reeadl that ony Ntate Smposes an occupation tax upon ol persons tor the
privitege of engaglng In busloess I (v Btate and, also, 0 2-percent connum-
ors retndl sitlen tnx, which (s quite n different thing from n relnller's privifege
fux, mnl fillro 0 stnmp tx on elgaretten amonnting to 2 cents per pruekage.

Wo hinve overy type of Redernt reservation that Is known to man, and among
thewe nre 0 coustilernable manher of forts, mnguzlnes, arsennls, dockyards, and
Cother needful bulldings” By n statute tdopted by this State in the year 1891
the conkent of the State was glven to the neguisition by purehnge or condemna-
tion by the United States of any Iand for the “sites for Jocks, dams, plers,
breakwaters, keopers' dwellings, and other pecessiry straetores and porposes
required In the fmprovement of the rivers and harhors of thix State or border-
fug thereon or for the slites of fortw, magnzines, nevennly, docks, navy yards,
naval stutlons, or other needful bulldlngs authorized by any uct of Congress,
nd ceding to the United States Jarisdiction over all sueb lands ag mny have
been or mny be herenfter nequired by the Unlted Htates, retaining only a con-
cnrrent Jurludietion with the United States only wo fur that all civil and erimi-
ol process may e under the authority of this State, ete.”  This statute
remnined the lnw of this State untll repenled by our 1939 legixlature.

Wo have heen nll the way (o the United States Supreme Court upon questions
involving the foregolng statute.

- Then ho discusses some litigation with which I am sure you are
familiar, Then he goes on;

Wo have also been to the United Htates Hupreme Court with the Rainfer
National Park Co. upon the question of whether or not the State might fmpose
an occupation tax upon the Park Co, and also require it to collect the retall
sitles tax upon sales of tanglible personal property made by them within that
arei. I nlways thought the Park o, was foolluh to even contest the right of
the State upon the territorial guestion inasmuch as our statute consenting to
acquisition by the Federal Government of the Ralnfer Nattonal Park specifi-
cally provided that the State retained Hs power to tax persons and property
within such aren,

. lll{e goes on and discusses some of their individual situations, as
ollows:

Fort Lewls Is a large Army reservation located quite close to the city of
T'acoma. At the present time there are several thousand men and officers of
the United States Army located there. McChord Field 18 a large Army alr
station which adjoins and 1s really a part of Fort Iewis. A large building
operation 18 now In progress at McChord Field and hundreds of clivilian work-
men are employed there, Not only members of the United States Army but
these clvilian employees are constantly purchasing articles Iin the city of
Tacoma which are delivered to them at Fort Lewis or McChord Field and we
have discovered no way in which we may legally impose our sales tax in respect
to such sales.

The post exchange at Fort I.:wis Issues credit cards to Army officers and
possibly to men in the ranks and, armed with these credit cards, they purchase
articles in the city of Tacoma, and the merchants’ books show wholesale sales
to the post exchange. In many cases the articles purchased are delivered by
the merchant to the Federal reservation.

The Bremerton Navy Yard, which is located in the center of a city of around
20,000 population, and only a short distance from the city of Seattle, employs
at one time two or three or four thousand civillan employees. Within the area
of the navy yard certain concessious have been granted to persons who have
the right to sell varlous articles, such as measls, candy, cigarettes, etc. We have
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never been able to requive there concesstonmalves to colleet the sules tax or to
pay an oceupntion tax notwithstanding the faet that they huve no conneetion
whutever with the Federal Govermment other thin belug n tennnt,

At Yort Vancouver, which adjoing the efty of Vancouver which s a popula-
tion of around 80000, we discovered that quite n number of sxoldlers burvacked
there were buying lnvge quantitien of unstnmped clgarottes within the nrea of
the fort and veselling them to "Tom, Dick, and Harey of the elvfillan popolntion
of the communlty,

We also have puite n number of Indlan verervations fn this State and we now
have pending botore our Supreme Court the question of the State's vight 1o
fmpore an occupnttonal tax-- :

and so forth,  He coneludes ns follows:

Tt seems to me that Congress khould, by approprinte leglelntlon, subleed every
perzon enguged in private business within there Federnl arens to nondlserim-
fnatory Rtate taxation, and shonld algo vestore to the Btatod o Hindted toaxing
Jurisdiction over thexe nrvens and alonld wettle once and for all that Fort Lowls,
near the ofty of Tacomn, I8 still 0 pavt of the State of Washington * * *,

In other words, the sitnation confronting State nuthorvities is by
1o means trivial, but it hag really nssuned proportions that 1 think
are worthy of your attention,  On the other hand, our solution is
not one of trying in any way to burden the Government or its per-
sonnel, but to prevent these horders of the vegervations from heconi-
ing barriers behind which private persons engnged in business on the
reservations may hide and say unpleasant things to those of us who
are trying to colleet taxes umiformly within the State,

It occurs to us, if T may be ‘)orlmps n bit repetitious, that if the
lmrpnso for which the Federal reservation was established is not
eing interfered with by permitting persons to engnge in private
activities thereon, then we cannot possibly interfere with that pur-
pose anymore by just colleeting the same tax on that private netivity
as would otherwise he collected if the activity were earried on else-
where within the State.

Senator Grorar. Is it the view of the State authorities that they
should have the power to impose this sale and use tax within all
reservations and all areas? In Indian reservations and parks gen.-
erally, ns well as those parks which were created prior to the state-
hood of the State in which they are loeated ?

Mr. Piercr. Yes, sits and the reason for that being that we think
there is no logical distinetion to be found in the date of the creation
of a park. For example, if the Yosemite National Park in Californin
were created after Californin became a State, which it was, and the
concessionaires in the Yosemite National Park are required, which,
as a matter of fact, they are to pay the California Sales tax with
respect to the operation of their hotels and other such activities in
the park, there seems to be no good reason why the same thing should
not be done with respect to concessionnaires in a park in Wyoming
which may have been created before Wyoming was admitted as a
State. The status of the concessionaires is not affected by the time
the park was ereated, and it seems that the just, fair, and logical
thing to do would be to provide for the same uniform policy throngh-
ont the United States without respect to the time that parks were
created. :

The real distinetion should be that the State is nddressing itself
only to that type of activity which it normally would have the right
to tax if carried on outside of the park area. I am sure that the

p—
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members of the committee will renlize that the Federal Government,
does not. have to get behind any jurisdictionn] bureier and keep its
property on Government. ressrvitions to avoid having taxes im-
posed o it by the States, ‘That. is so elemental that it does not need
any citntion of anthority, The Federal Government is in no danger
of being set. upon by the States with respect to its govermmental netsvi-
ties or ity Govertment property throvgh any tuxes that the Htates
might impose by renson of nny anthority whicl you might grant here
to allow us to impose taxes within veserentions,  If the Federal Gov-
ernment. has any property, as it doey in lnege smonuts, ont in the
hrond aren of the States, the States have no authority to levy on that,
in any way, beennse in so doing they would be impinging upon the
govercignty of the other Govermmment, ‘The objeet of the reservations
and their proper oflice is generally to keep all persons from meddling
there—that. hag been touehed upon by Senator Brown, .

And the States huve been pretty longsuflering, as Congressinan
Buek hns told you, beenuse we did not want, to ﬁu anything which
wonld even be imterpreted as n disposition to meddle on Federal
reservations, but we have been confronted by this situstion where
people are doing privide business on Federnl rezervations and we are
no Irmgm' concerned with o theory, There is the fact right before
ug, that there is o lnrge vohune of private activity being carried on
in these reservations in onr States. ‘T'his is costing a good deal in
tax avoidiunee and ereating inequitable situations between merchants,

Senntor Brown, On the point. that yon have mentioned, that the
stutute undoubtedly gives t'w State the power to enforee the collec-
tion of the tax, the bill reads that it—
may b levied and collected In the same manner and to the same extent with
respect to any transnction ocenrving in whole or in part within United Statea
natlonal parks, mlltary and other recervations or other sites loeated within
the externnl boundnrles of such State, Territory, or the Distriet of Colnmbia,
an it sueh tronsaetion ocenrred eirewhere within the territorial boundaries of
snld State, Tervitory, or the Distriet of Columbia,

So that would undoubtedly give you the power to go in there and
enforce your collection by any method that the courts of the State
provide,

My, Pierce. I am afraid that to give the power to levy a tax with-
out providing for the method of enforcing its collection would be
something like being told :0 go to the swimming hole and hang your
clothes on a hickory limb, but don’t go near the water. A tax that
you cannot_collect you might as well not levy.

Senator Georae. Under the bill, undoubtedly the State would have
the power to use all of its processes to collect the tax.

Mr. Pierce. Yes, sir.

Senator Groroe. And, as you say, it seems to follow, necessarily
from the right to lev the tax.

Mr. Pierce. I should think so.

I have similar letters from several other States—that is, to the
same effect ag the one I read from Mr. Jenner, but I do not want to
prolong the hearing unnecessarily. I might mention just a few of
them, and then if you would like any further detail. I should be
very happy to furnish it. One of such letters came from the State
of Wyoming, and we have already heard from the State of New
Mexico.

220741—40—3 .
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I might say that our neighbors in the State of Arizona have similar
troubles. They have about the same problems as the State of New
Mexico, and to some extent as the problsms we have in California.

* Qur position is perhaps a little more difficult for the reason that
we are on the coast and have more Federal reservations than they do.

From the State of Wyoming, we have a letter from Mr. W. J.
Dalton, who is a member of the Wyoming State Board of Equaliza-
tion, which performs similar functions in Wyoming to those of the
State Board of Equalization in California, and he has written to
Mr. Lepawsky as did Mr. Jenner, on the same subject, and he said
that Wyoming is strenuously supporting this bill, H. R. 6687, as it
will greatly aid in the administration of the sales tax within his
State. Under the selective sales tax act of 1937, the purchases made
by the, United States Government and all of its activities are ex-
pressly exempted by Wyoming.

That same thing is true in Cgalifornia.

At this particular time, all sales made within the Yellowstone
National Park are exempt because of the fact that the Yellowstone
gaq established prior to the time that Wyoming was admitted to the

nion.

I presume that is what Senator George had in mind a little while
ago.

gSem;tor Grorae. Yes. That is an amendment offered, I think, by
Senator Wheeler, which would exempt any national parks acquired
prior to the admission of the States in which they are located, and
that would affect, as I understand it, the Yellowstone Park, the Hot
Springs, Ark., Park, and the park in Oklahoma.

Mr. Pierce. I believe it would.

Senator George. Certainly those.

Mr. Pierce. Conversely, one of the other parks, the Yosemite in
California, would not get the benefit of that. g)ur point is simply that
it is very unfair as a matter of national policy to say that people trav-
eling in the Yosemite National Park shall pay the sales tax there
on the meals and the curios that they buy, but when they go up to
the Yellowstone, they shall not, just for the reason that California
happened to be admitted to the Union a little sooner than Wyoming
was and the park established after the State was admitted, whereas
as_Yellowstone was established earlier.

It also seems to us that from the standpoint: of other persons
engaged in the operation of resorts in the State of Wyoming, it
is definitely unfair. There is no reason why those persons should
huve to cater to the tourists with the sales tax added to their prices,
whereas the concessionnaires in the Yellowstone National Park should
be permitted to cater to the tourists without taking the tax into ac-
count. It does not occur to us that any definite Fgedeml purpose is
served by that, and that the collection_of the Wyoming sales tax
on a nondiscriminatory basis in the Yellowstone National Park
could not possibly interfere with the full jurisdiction of the Federal
Government.

That is the only amendment, incidentally, that has been offered that
has not, I believe, been quite fully covered by the amendinents pro-
posed, and that is the one submitted by Senator Wheeler. In all
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the other points we have tried to meet the questions raised by the

several departments of the Federal Government, because our thought

is not to place any burden on the Government or any governmental

agency by virtue of this bill, but onl{ to do those things with re-

spect to the transactions occurring on the reservation which we might
o if the transactions did not occur on the reservation,

This matter was taken up at the convention at Asheville last year
and there was no dissenting voice at all, While naturally one might
be a little inclined to say that there would not be any dissenting voices
when you have tax administrators lg‘etting together figuring some way
to collect more taxes, on the other hand we do not want to collect any
taxes at the expense of interfering with the efficiency of the Federal
Government,

I might add, incidentally, that our attorney general in California,
Earl Warren, who, as a member of the executive committee of the
National Associntion of State Attorneys General, advised me that he
had taken the matter up with his fellow mem\)ers, and that they
were unanimously of the view that I have expressed here this morn-
ing, and that they were urging that the committee and the Congress
taEe the action indicated.

Our whole thought in filing the amendments which have been sug-
gested to you has been to make very clear that all we want to do is to
get at the private transactions occurring on the reservations and that
we do not want to interfere in any way with the activities of the
War Department, the Interior Department, the Navy Department, or
any other department of the Government which may be operating on
reservations.

Senator BrowN. You referred to the Association of State Attor-
neys General, and that brings to my mind the fact that I listened to
them for about a month last winter, and it recalls to my mind the
income tax. My attention was calle&, when this committee was first
established, to the fact that certain Army officers and possibly naval
officers and other Government employces livinfz on military reserva-
tions have been, by, I believe, the opinion of the attorney general of
Maryland, held to be exempt from the provisions of the Public Salary
Tax Act which we passed just about a year ago. I am informed that
an Army officer living witiﬁn the limits of the Naval Academy is not
required to pay an income tax, if Maryland has an income tax, and
I think they have; while on the other hand, a naval officer living just
across the street and off the reservation is required to pay the State
income tax. .

Assisted by our legislative counsel, I have prepared an amendment
to cover that situation, and I will read it: ’

“No person shall be relieved from liability for any income tax
levied by any duly constituted taxing authority in a State having
jurisdiction to lovy a tax on income by reason of his residing within
o Federal area within such State or receiving income from trans-
actions occurring or services performed in such area.”’

Mr, Prerce, 5f course, we have a personal income tax in Cali-
fornia, too, so that might be helpful to us. .

Senator BrowN. You do have onef

Mr. Pierce. Yes, sir; we do. I think the majority of the States
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do;have personal income-tax laws now. For a while they were rela-
tively. few .in. number, and noy—- .

Senator Brown (interposing). There are about 30 now?

My Pizrcr. Yes, sir, Tor some time there were only about 18
or 10, but the number has been rapidly increasing, It would scem
only fair. The only possible objection we might have would be that
that would: have o tendency to make the persons who are enjoying
that exemption feel even less friendly toward the nroposal than they
(?10 now. li’érhaps Congressman Buck would like to say a word on
that. .

Senator Browx. That exemption is contrary to the purpose and
the spirit of the Public Salary Tax Act, which applies to everybody.

Mr. Prerce. In fairness to the Federal \)ersonnel, the Army, the
Navy, and others, this amendment may be disturbing. Some of
the States have been, on occasion, a bit arbitrary about determi-
nations of residence, and after all they are not perhaps in the same
category as other persons who can go pretty much where they please
and as they please. But this Government personnel is ordered to
places and they have to go whether they want to or not, and they
stay there as long as they arve told to stay there, and no longer, and
then they have to go sumewhere else. If the States are, by some
reculiar definition of domicile, going to attempt to tax Army and
Navy personnel who are really not making their permanent residences
in the States but just happen to be, for the time being, at some Army
or Navy post, there might be some complication in that perhaps the
State of original domicile, where the man’s home was before he went
into the service, might be asserting jurisdiction over his income, and
also the State where he is in service, There might be some such a
complication.

I think that, on the whole, the situation which you speak of is
obviously one that was intended to be covered by the Public Salary
Tax Act of 1939, and it certainly is unfair to the ofticer who lives
off of the reservation to be compelled to pay the tax when he is
almost exactly in the same position as the one on the reservation,

It seems to us very unfair that where a delivery happens to be
made on the reservation that that particular fransaction should be
exempt, where another may not be, By way of illustration and in
line with that, in California it frequently happens that contractors
do quite a bit of work on Federal reservations as private contractors.
It is_quite natural that they should. They have to buy equipment
for that work, but it is ordinarily not exhausted on that particular
job and only kept there for a relatively short time,

Recently we had a situation in Californin where a contractor
ordered a lot of new tractors and other equipment, much more than
he needed for that job, and he had them n1l delivered on the reserva-
tion so that there could be no eales tax. Later he took them back
into another part of the State and proceeded to use them there,

Senator BrowN. That would be covered by this law.,

Mr, Pierce. Yes. That, of course, is very unfair to a contractor
who did not have the privilege of establishing his headquarters for -
that time on the Federal reservation,

I thank you.

Senator George. Mr. L. O. Gregory, acting commissioner of the
Department of Revenue of North Carolina is the next witness,
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STATEMENT OF L. 0. GREGORY, ACTING COMMISSIONER, DEPART-
MENT OF REVENUE, STATE OF NORTH CAROLINA, RALEIGH,
N. C. ‘

Mvr. Grraory. Mr. Pierce has covered the matter so fully that I
only wunt to make a few remarks.

I would like to suy this with respect to Senator Brown’s point
about process. There is almost a standardized form of giving State
consent to the Federal Government to acquire lands in the States, and
almost, invariably that form includes a reservation of the power to
serve process, eriminal and civil,

Senator Brown. Retained by the States?

Mr. Greaory. Yes. That includes execution. I do not think there
would be any difticulty about that. Furthermore, in a great many
States, the power to lay taxes in these Federal areas exists by reason
of some reservation, and the sume situation would operate there.
They could go in and levy.

I think, as Senator George said, if they have the power to lay
the taxes, it would probably follow that they could collect it, but
I do not think that there would be any difficulty about the collection,
There would be no attempt, of course, to levy on the property of
the United States or the property of an instrumentality of the
United States.

I do not think that there has been any suggestion of the power
of the Congress to enact this measure, and I think that is perfectly
clear. It appears to me in reading the Ianguage of the bill and the
committee reports, that it is cleary also, that the effect of the hill
is simply to remove the objection of territoriality that has been
s0 often made. ..

That objection is purely artificinl.  As someone has said, this doc-
trine has just created a mass of Federal islands in the States. The
exemption is not necessary or beneficial to the United States, is
harmful to the States and is exasperating to that man that lives
across the street, Senator, and cannot be supported from any stand-
point, it seems to me.

There ave, in the western part of North Carolina, people who are
engaged in the hotel business or in selling souvenirs or various things
that they sell along the highways, and there will be one man over
here just inside of the Fc(‘l‘eral land, and another one just outside,
or they would be ciose together, and one would be paying ail of the
State tnxes and the other would be paying none. The Federal Gov-
ernment is not interested in that matter, whether one pays or does
not. pay, and it 'scems to me that there is no justification for con-
tinuing that exemption. This bill does not affect anything but
sales and use taxes, and by the amendments that have been suggested
by Mr. Pierce, most, if not all, of the objections that have been made
will fall down.

I would like to cull attention to the fact that the United States
Supreme Court has recently considered this matter in several aspects,
and Chief Justice Hughes said in James v. The Dravo Contracting
Co. in 302 U, S. 134, at page 147:

The possible Importance of resorving to the State jurlsdiction for local

purposes which Involve no interference to the performance of governmental
functions {8 becoming more and more clear as the activitles of the Government

.
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expand and large areas wl‘ihln the States ave acquired. There appears to be
1o reasod why the United Stntes should be compelled to accept exclusive juris-
dlctionh or the Btate beé compelled to grant its coneent to purchases. Clause
17 contalns no express stipulation that the consent of the State must be without
such reservations. We think that such a stipulation should not be implled.

The Chief Justice repeated that langunge in the Silas Mason case,
decided at the same terin, und in the Collins case in 304 U. S, That
was the Yosemite Park case. 'The Court called attention to the fact
that this was a matter of arrangement between the State and the
Nation, and that it was not a matter that affected the sovercignty
of the United States, because admittedly no tax could be laid ngainst
the United States or its activities or instrumentalities,

That the warning of the Chief Justice wag well founded is shown
by the fact that in the report to Congress entitled, “Ifederal Owner-
ship of Renl Estate and Its Bearing on State and Local Taxation,
House Document No. 111, Seventy-sixth Congress, first session,”
it was shown that the amount of land owned by the United States
in the States ranges from 82.67 percent in Nevada to 0.1 in Towa,
and that the average Federal ownership of land in the United States
is 20.74 percent, and of course we know that during the last few
years that more and more lands have been nequired by the United

tates.

Senator Brown, I think that the theory upon which the bill is
based is sound, but I think there was a time not so very long ago that
a contrary view was held. If the Oklahoma oil cases involving
schools was the law todny, I do not think that we could pass any
such legislation of this kind, but that, I think, has been overturned
by more recent decisions of the courts.

Mr. Greaory. Yes, I think that is what gave the State adminis-
trators the opportunity to urge to Congress the discontinuance of
this artificinl exemption whicﬁ has no relation to the Government
of the United States or its activities.

I think that Mr. Pierce has covered the other matters, but I would
like to say that this matter of the Public Salary Tax Aect which
you mentioned, has come up in North Carolina. We have taken the

osition there that an Army officer who lives on the reservation is

ust as much liable as the Army officer who lives across the street,
ut we have not taxed any domiciliary of any other State just by
reason of his presence there, We are only taxing the salaries of
those who are domiciled in North Carolina, irrespective of whether
they happen to be living there during the year or not,

S{mator BrownN. On the reservation or not on it?

Mr. Gregory, Yes, sir.

Senator Georoe. Are there any further questions?

(No response.)

Senator Georar. Congressman Dempsey.

STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN
CORGRESS FROM THE STATE OF NEW MEXICO

Mr, Demesey. I appear here at the request of Governor Miles, of
New Mexico. He is very much in favor of the Buck bill, but is
opposed to the amendment offered by the Senator from Wisconsin,
Mr. La Follette, insofar as New Mexico is concerned, because it en-
tirely nullifies the bill, e
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We have probably as much or more Indian lands in New Mexico
ag any other State in the Union, We have no objection whatsoever
to prohibiting the sales taxes applying to Indians, but we cannot
conceive of any reason why o man should move a store onto an
Indian reservation to avoid or stop collection by the State of a tax
when the goods are sold not to Indinns but to tourists and people
living in the vicinity of the reservation. And that is what is being

done.

I will be glad, if the chairman will permit me, to leave for the
record the telegram of Governor Miles.

Senator Grorae. Yes. Congressman Buck read a telegram from
the Governor of the State,

Mr., Demesey. Then probubl{ it is the same, because this refers
to n letter from Congressman Buck, and I assume it would be the
same,

We have one county in New Mexico, McKinley County, bordering
on Arizonn, and there are scarcely any lands in that county, except
the city of Gallup, that are not Indian lands. The Indians pay no
tax whatever, We have on the tax rolls of New Mexico only 87
percent of the total area of the lands. The Government is con-
stantly purchasing additional lands for the Indians, and frankly, I
am somewhat concerned ahout the effect on our State. If we are
going to be deprived of taxes by subterfuges such as exist now,
with all of these people moving on Indian lands in order to escape
taxation, it is a matter of deep concern.

As I say, we have no desire to tax the Indinns. They are exempt
from taxation in our State, but we do not believe that because a man
establishes a store on Indian lands'competing with a store outside, the
store inside should be exempt from all taxation, and the store outside
should pay.

Senator Brown. Does the Indian who runs a store pay taxesf

Myr. Dempsey. The Indian does not run the store. The proprietors
of the stores are whites, and not Indians. Y do not reeall a single
store being run by an Indian except recently there has been a coopera-
tive established ameng the Jicarilla Indinns where they bought out
an old white trader, and that has happened in the past few months;
but aside from that one I do not know of a single instance of an
Indian owner of a store on an Indian reservation.

Senator Brow~. But if he did run a store, he would be subject to
the same sales tax as levied by the State upon a white storekeeper?

Myr. Demesey. If an Indian operated a store outside of the reserva-
tion he would then be required to pay the sales tax, which is 2 percent,
as are ull other owners of stores in New Mexico. If, however, he has
a store on Indian land, notwithstanding that he ean sell anything in
that store that he desires to sell, not Indian crafts, but foodstuffs, or
anything of that kind, he is exempt,

enator BrowN. On sales to anybody?

Mr. Demesey. To anybody. We have just completed an 80-mile
road through the Navajo reservation to get to Colorado, and not 1
cent was contributed by the Federal Government. It was entirely
through Indian lands. The public comes into the Indian reserva-
tions and buys and avoids the State tax.

Under the rehabilitation program, the Federal Government has
acquired over a million acres that had been on the tax rolls and
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turned the land over to the Indinns, T am quite cevtuin that the
Senator from Wisconsin had in mind exempting the Indians from
the sales tax, nnd that he eovtninly did not have in mind exempting
me from the sales tax if T went over to the Indinn reservation to
buy goods, in order to avoid paying the 2-pereent sales tux.  This
Stato sales tax is supposed to be paid by the consumer, not by
the store owner, who werely colleets it for the State,

Senntor Georar. You may put in the record, if you desive, the tele-
gram from the Governor, ..

Mr, Demesey. Thank yvou, Mr, Chairman,

('The snme is as follows:)
Hon, Jonun J. DEMpsey,

Representative from New Merico,
Houxe Ofice Bldy.:

T have fust sent the followlng day tetter to Hon, Frank . Buck. 1his
acknowledges your lotter Aprll 10th,  New Mexieo is prhonvily interested in
passage of House Rexolutlon GIST ax oviginnlly introduced by you, Amendment
offered by Senntor Robert M, La Follette in behalf of Department of Interfor
exempting Indlan resorvations trom the provislons of your orlginal resolution
irnetically nullities the purpose of your bl insofar ns New Mextieo I8 concerned,
"here §s common practiee in New Mexieo by whtell merchantg who wounld
normally he taxable are able to avold State tuxation by locating their husiness
operations on Indinn reservations, 1 sapeak for New Mexieo awd in partieular
the sales tax division of the New Mexteo Burean of Revenue fn urglng passuge
of House Resolution 6687 ax orighially futrodueed by you.  If possible T wonld
HKe this telegram to be entered futo the record of the henrhiug seheduled for
Tuexday, April 28,0 1 hinve alko sent o similar telegram to Hon, Walter I8
George, chadriman of the subcommittee who will conduet the hearing, I will
apprectute any efNort you can put forth that will further hring this matter to the
attention of Congressman Buek and Senntor George.

Jonw 1, Mings,
Uovernor of New Merico.

STATEMENT OF J. W. HUSTON, SUPERVISOR OF THE DIVISION OF
RESEARCH AND STATISTICS, DEPARTMENT OF FINANCE, STATE
OF ILLINOIS, SPRINGFIELD, ILL.

Mr, Husrox. T am appearing on behalf of the Department of
Finance of the State of Illinois to urge favorable consideration of
H. R. 6687, and the general outline has heen so ably given by Mr,
Gregory and Mr. Pierce und the other gentlemen that I won't take
your time other than to present the views of the State Department
of Finance and of certain private businessmen who ave very much
interested in the early ennctment of . R. 6087,

Congress attempted to vemedy the situation of Federal exemptions
by passing in 1936, section 10 of the so-called Hayden-Cartwright
Act, However, the State of Illinois has not been able to take ad-
vantage of this act even insofar as its motor-fuel tax is concerned.
The Tllinois motor-fuel tax being technically imposed on the privilege
of using motor fuel on the public highways apparently does not come
within the strict languige of the Hayden-Cartwright Act which
relates only to taxes imposed on sales of motor fuel.

Nevertheless, certainly no one can question that the intention of
Congress was to extend the benefits of the Hayden-Cartwright Act
to all States equally, regardless of the technical form their motor-
fuel tax Jaws might take.

There has been some testimony about the change in the concept of
governmental immunities in the last few years, and I believe the



SALISS AND USE TAXES IN FEDERAL AREAS 21

oxistence of the present tax immunity for certain transactions simply
beeause they oceur in whole or in purt on a United States Govern-
mont_resorvation is n legul anachronism. The existing situntion is
out of line with all recent judicinl and congressional pronouncements,
which have uniformly recognized the unfairness of private tax im-
munity under the clonk of governmental privilege. ) . .

Gasoline retailers loeated near (overnment regervations in Illi-
nois have long complained to the Departmient of Finance that the tax-
freo sales of motor fuel on such reservations for private use consti-
tutes an unfair competitive situation, That thess complaints have
substanco is illustrated by the following letter from the Secretary of
tho Illinois Petrolenm Marketers’ Associntion to the director of
finance. T will simply read excerpts from this letier, which is
addressed to the Honorable S. 1. Nudehnan, divector of finance of
tho State of Illinois:

My attentlon has been enlled to the fact that H. R. 6687, Introduced by Mr.
Buck of Californln, has been referred to a subcommittee of the Senate Com-
mitteo on Finance, haviug passed the House of Representatives,

The following resolution coneerning Ik It. 6687 has been adopted by the
Illinols Petroleum Marketers Assoclution:

“Whereas, through ennetment in 1038 of seetion 10 of the Hayden-Cartwright
Act (40 Stat. 1621; 28 U. 8. C. A, xee. Hin) the Congress of the United States
recognlzed the fafrness of requiring pnyment of State motor-fuel tnxes with
respect to motor fuel sold on Federal reservations fu competition with motor
fuel sold oft suid reservations; and

“Whereus it manifestly was the Intentlon of Congress, by passage of the sald
scctlon 10 of the Hayden-Cartwright Act to remove unfalr competition in every
8tafe of the Unlon, by providing for the equal taxatlon of all motor fuel sold
within the geographical boundarles of a State; and

“Whereas because of a technlcality the benefit of the satd section 10 of the
Hayden-Cartwright Act has been denled to retallers of motor fuel in the State
of Illinots; and

“Whereas H. R, 0087, introduccd at the Seventy-sixth Congress, first sexsion,
Ly Hon. Frank H. Buck, Member of the House of Representatives for the Third
Congressionnl District of Californla will correct the present unfair situation
ag It applles to the State of Illinois; and

“Whereas, sald measure has been passed by the House of Representatives
and is now before the Senate of the United Statss: Now therefore be it

Resolved by the Illinofs Petroleum Marketers Assoolation, That this associu-
tlon does hereby endorse safd H. R. 6687 and commend said measure to the
favorable conslderation of the Members of the Senate of the United States to the
end that the early passage of this legislation may be assured—

et cetera,

And the letter concludes:

On behalf of the Illinols Petroleum Marketers Assoclation, 1 am writing you
to suggest that the Tliinols Department of Finanee, as the ngency responsible
for enforcing the Illinois Motor Fuel Tax Act, should take all possible steps
toward obtaining favorable consideration of the sald H. R. 6687 by the Senate
of the United Statecs.

Very truly yours,
ILTINOIS PETROLEUM MARKETERS ABSOCIATION,
(Bigned) @. A. Priuu, Secretary.

While the Illinois Depnartment of Finance is vitally interested in
relieving the situation complained of by retailers of motor fuel,
it _also naturally desires to protect the Sgate’s legitimate revenues,
Wo have observed with alarm the substantial amount of taxes which
Tllinois is losing by reason of the present unjustified exemption of
transactions occurring in whole or in part on Federal reservations
in our State.

226741—-40—4
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For certain periods of varying length the commanding officers of
threo reservations reported motor-fuel tax collections to the Depart-
.ment of I'inance under the terms of section 10 of the Hayden-Cart-
wright Act. They were subsequently advised by their sul’:eriors that.
this nct does not cover the type of tax imposed by our Motor Fuel
Tax Act. But from their reports it is possible to estimate the amount
of motor-fuel tax lost during a year from these three reservations
alone, as follows:

Average Estimated
Reservation monthly yearly
payments | payments

Fort Sheridan. , 664
Ohanuto Fiold. ‘Zﬁ% eg,m
Qreat Lakes.... 874 4,488

Total annual motor-fuel tax 1088, ... ... oo feeriacaaaaaa 21,202

. In addition to the above loss of motor-fuel tax, retailers’ occupa-

tion (sales) tax on such gasoline sales would amount to at least
$2,650 per yenr additional, even taking a low average price of 12
conts per gallon for a base. It is thus possible to estimate that
Illinois now loses at least $23,800 annually on account of gasoline
onlIy, sold on the nbove three reservations.

That this amount does not begin to represent the sum lost by the
present exemption is evident for the reason that it does not include
retailers’ occupation tax on anything but motor fuel, and that the
resorvations noted are only 3 out of 10 major Federal reservations
located in Illinois, to say nothing of the hundreds of smuller Federal
areas scattered throughout the State.

You are no doubt aware that under the United States Supreme
Court decision in the case of Standard Oil Company v. C’ali}’ornz'a
(201 U. 8. 242), any sales of tangible personal property, even to a

erson not in the Government service, can be claimed exempt if de-
ivery is made by the seller to the buyer at a point on Federally
-owned real estate, For example, this decision would logically enable
-any person to avoid a sales tax by accepting merchandise on Govern-
ment-owned territory—even the post-office steps. While the Illinois
Department of Finance has insisted upon taxing such transactions
unless delivery is made in the regular course of the seller’s business
to a person residing upon Government territory, there is no guaranty
that the courts would uphold this position in view of the Standard
0il case, and unless H. K. 6687 becomes law.

In any event, there is no good reason why even persons fortunate
enough to reside or work upon Federal reservations or in Govern-
ment buildings should be privileged to purchase merchandise on a
tax-free basis. Certainly they receive the benefits of State govern-
ment and the protection of its laws; they use its highways and send
their children to its schools. They, who live upon the taxes our
people pay, should be willing to accept the obligations of citjzenship.

I{) is both a matter of revenue and it is & matter of fairness in
Tllinois particularly, because we havebeen denied the benefits of the
Hayden-Cartwright Act.

enator (Georoe. Mr. P. M. Minus of South Carolina.
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STATEMENT OF P. M. MINUS, DIRECTOR, LICENSE TAX DIVISION,
SOUTH CAROLINA TAX COMMISSION, COLUMBIA, 8. C.

Mr, Minus. I do not have anything additional to add to that which
has nlready been said, and I shall not burden you with any repetition
of the facts presented by these other gentlemen. However, 1f there
are any questions in connection with the practical application of the
taxes levied, I shall be glad to try to answer same, as I am adminis-
trator of the indirect taxes in South Carolina,

We have several Government reservations in the State, among them
being Parris Island and the Navy Yard in Charleston, upon which
the State is losing considerable revenue, We have a tax on all tobacco
products that is levied on the sale of such products in the Stite and on
these Government reservations the civilian personnel of the Navy
yard and Parris Island are permitted to purchase goods without
payment of the tax. Many of the civilians employed live without
the reservation and make purchases of tobaccos and carry these goods
in to their friends, or members of the family, sometimes to places
of considerable distance. Naturally, the merchants who are com-
peting with the Government post exchanges complain to our depart-
ment, For this reason, we are heartily n favor of the passage of
this bill,

Senator Grorgr. Are there any questions, Senator Brown?

Scnator Brown. No.

Senator Grorar. Thank you.

"Mr. Say, would it be agreeable to you if we hear now from some
of the representatives of the various departments, and then after
they have concluded, we will hear from you?

- Mr. Say. That is entirely agreeable,

Senator Georoe. Is that agreeable to you, Mr. Buck?

Mr, Buck. Entirely agreeable,

Senator Grorge. Then T will ask Lieutenant Commander Russell
to make a statement.

STATEMENT OF LT. COMDR. GEORGE L. RUSSELL, OFFICE OF THE
JUDGE ADVOCATE GENERAL OF THE NAVY, NAVY DEPART-
MENT

Senator Georae. Are there other spokesmen for the Navy here?

Lieutenant Commander Russery, Yes, sir,

Senator Georae. And they desire also to be heard ¢

Lieutenant Commander lgussm,n. Some of them, perhaps, can an-
swer some of the questions better than I, Mr. Chairman. [l’Vf idea is
to present the statement, and if there are any questions tlmt{ cannot,
answer, if I can call on someone else to answer them, that might
expedite the hearing,

enator GrorGe. Please proceed, and we will hear from the other

officers present also. i

Lieutenant Commander Russerr. This bill is most objectionable to
the Navy Department. The reasons therefor, but not necessarily
listed in order of importance, are—
(a) The language of the bill is indefinite.
(b) Federal criminal jurisdiction will be impaired.
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’ ? It will impede and interfere with essential Federal functions.
é ) Not only will Federal officials be burdened by its provisions;
these provisions are not susceptible of uniform regulation by execu-
tive departments of the Government. . .

(egI t authorizes the levy of taxes on the low-income groups m
the Navy by States and territories which deny to them civil and
pol%tical rights and benefits, Effect on morale will be felt accord-
mgly.
yeciﬁc objections under the foregoing are as follows: .
The text 0% the bill is so broad in its terms that its full effect will
necessarily be subject to interpretation, and it is susceptible of a con-
gtruction which would allow sales and privilege taxes upon such Gov-
ernment instrumentalities and essentinl functions as commissary
stores, ships service stores, post exchanges, and restaurants or cafe-
terias. The line of demarcation between what is to be taxed and
what is not to be taxed is not clear., The Navy Department cannot
believe that it was intended, for example, to place a tax on uniforms
clothes, shoes, or other articles of wearing apparel sold an enliste
man by the Government. Also, the meaning of the words “levied
and collected in the same manner and to the same extent, and so
forth” would imply that State officials are to be clothed with au-
thority to enter naval reservations and require those in authority
there to comply with State tax law, under penalty of arrest and pun-
ishment. In other words, the authority of loeal taxing oﬂicia{s is
not circumseribed in any way except by State laws. Any State or
Territory, thercfore, wiﬁ, be enabled to vary the effect of such a bill
as this by changing its own laws. Such action is not necessarily
anticipated, but any legislation which would permit it constitutes a
surrender of Federal prerogatives to State authorities. The Navy,
as a branch of the Federal Government, objects to being placed at the
merey of State legislatures in this respect.

To the extent that the bill vests concurrent jurisdiction in the States
and Territories over Federal reservations, it would correspondingl
terminate the exclusive jurisdiction of the United States over suc
places. For this reason, it is suggested that this bill, if enacted,
might have the undesirable consequence of making the United States
Criminal Code unenforceable insofar as concerns the punishment of
crimes—
when committed within or on any land reserved or acquired for the exclusive
use of the United States, and under the exclusive jurisdiction thereof ¢ * *
(18 U. S. C. 451, 468, 511).

Senator Browx. I recall that point having been made once before.
Do you think it is impossible to cover that matter of exclusive juris-
diction by an amendment to this particular act?

Lieutenant Commander Russern. No, sir; the amendment would
have to make the jurisdiction concurrent everywhere; otherwise, that
particular section of the United States Code would automatically—-

Senator Brown (interposing). I see no reason why we cannot
amend the Criminal Code in that respect to strike out the meanin,
of that phrase “exclusive jurisdiction.” I think you make a goo
point, but I think we could cover it by appropriate language.

Lieutenant Commander RusseLL. As you know, Senator, the phrase
“exclusive jurisdiction” has been interpreted rather in an elastic man-
ner, It does not mean exactly what you might think.
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Senator Georee. The Attorney General has suggested an amend-
ment on this question of jurisdiction. Undoubtedly he intends by
this amendment to clarify that issue. I do not know whether you
happen to have seen his suggested amendment.

Bleutennnt Communder Rossers. I have not. I am coming to that
very point.

nator Georok. The Attorney General suggested this amendment:

Provided, That the provisions of this act shall not be construed as in any
way divesting the United States of its exclusive jurisdiction over any of the
foregolng lands, or as precluding the acquisition of exclusive jurlsdiction over
lands herefnafter acquired by the United States, for the purposes of the pro-
vistons of sectlon 5339 of the Revised Statutes,

I thought that I would call your attention to that suggested amend-
ment. You may proceed. .

Licutenant Commander RusseLr. Crimes by naval personnel on
Federal reservations, other than murder, can always be adequatel
prosecuted by courts martial whose jurisdiction would remain unaf-
fected by the bill. Thousands of civilians, however, are employed at
naval reservations, and other persons not in the Government service,
including even possible trespassers, have occasion to enter such places.
These civilians may commit crimes thereon, and it is therefore of im-
portance to the Navy that no legislation be enacted which might di-
rectly or indirectly exempt such offenders from trial and punishment
by the Federal courts, more especially as they would not in any event
be amenable to State jurisdiction.

This situation can, of course, be corrected by the amendment of
all criminal laws on the subject. Unless this is done first, however,
the result will be an impairment of exclusive jurisdiction and result-
ing “no man’s lands” where crimes could be committed with
impunity.

nder the language of the bill, the taxes levied by the various
States and Territories may be collected in the same manner and to
the same extent on naval reservations as in the jurisdiction levyin
the taxes. Under almost any of the laws now in effect in States an
Territories, compliance therewith would constitute a direct inter-
ference with Federal activities. Such laws usually require the sub-
mission of various reports, and in some cases the collection, account-
ing for, and remitting to the State the money represented thereby;
and they frequently provide for inspection, audits, and production of
books and records under such regulations as local offictals may pre-
scribe with penalties of fines or imprisonment for failure to comply
therewith. ]Nnvnl officials and employces would thus be required to
assume duties and responsibilities which would seriously nterfere
with their regular duties and place the Navy in the position of being
without authority to exercise complete control over them.

The foregoing would not only burden Federal officials, as deseribed.
The laws of the States and Territories on the subject of such taxes
as would be permitted by this bill are many and varied. Conflicts
of duties owed to the Federal and local governments will he unavoid-
able, in the minds of naval officials, who, the Navy Department be-
lieves, should not be required to familiarize themselves with the de-
tails of local tax laws and accompanying rules and regulations.
Moreover, the Navy Department could not issue regulations calling
for uniform performance of these extra duties, because of the com-
plexity of the various local laws.
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I would like to emphasize that point. That is a very true state.

ment. It would be an erroneous undertaking to try to write a regu-
Iation that would cover them all.
" It has oceurred to the Navy Department that the imposition of
%~ burdens visualized might well result in being held unconstitu-
t «anal. Until the point could be decided, however, the experience of
the Navy Department dictates that local taxing agencies will exert
every efiort to enforce their local laws to the limit, and that endless
vexations and frictions will be generated between Federal and State
authorities. In this respect the Navy Department speaks with con-
siderable feeling, having only recently been engaged in disputes be.
cause certain jurisdictions have sought to impose, or have inposed,
taxes as follows:

We had a case in New York City where hydrogquhic office charts
and publieations were taxed by the municipality. Those charts and
publications are by law required to be sold at a price not to excced the
cost of production. There was a firm in the city of New York deal-
ing in nautical instruments and supplies, and so forth, which, as a
convenience to its customers carried a supply of charts, and the Navy
Department did not think that they should be subjected to sales
taxes, We felt that these charts and publications were just as
much a Federal object as is anything that you can think of, They
might just as well tax a money order or a postage stamp. However,
they did tax them, and the person running the store did not care to
spend the money to defend a suit, and it ended there.

Senator Brown. He bought them from your office?

Lieutenant Commander ﬂussnm,. Yes, sir.

Sena?tor Brown. And he sold them at the same price to his cus-
tomers

Lieutenant Commander RusskLi. Yes, sir.

The second case that I have in mind involved the putting of an
occupation tax on a chief petty officer of the Navy who was on recruit-
ing duty in Philadelphia. \{’e are still arguing that case. ‘We do
not think that is right,

Senator BrownN. Will you explain that a little further?

Lieutenant Commander RusserL. We have a chief petty officer in
the Navy who was ordered to the city of Philadelphia on recruitin,
duty, and the effort was made to make him pay an occupation tax. I%
that 1s not a direct interference with the Federal Government, we do
not know what would be,

Senator Georae. He would not be affected by this bill.

Lieutenant Commander Russerr, No, sir, This is to illustrate——

Senator George (interposing). What you fear may happen under
this bill?

Licutenant Commander RusseLr. What we are afraid will happen
until the courts decide it.

Then we had another case where there were some navy-yard work-
men from Puget Sound who were sent up to Alaska to help build a
naval air station, and while they were there they were assessed a
$5 school tax, even though their families were not there and they
had no children in the school, but the local law said that they had
to pay it and so they did. Legally that was, perhaps, all right, but
not equitably the way we looked at it,
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There are numerous other cases. )

It has long been recognized that naval reservations, including navy
yards, arsenals, ammunition depots, air stations, and the like, over
which the United States acquired exclusive jurisdiction, are not
politically a part of the States or Territories in which they are
1ocnted. Likewise, persons in the en(liplo of the United States actu-
ally residing within the limits of Federal reservations do not possess
the civil and political rights of the citizens of the States in which
located. (See 6 Op. Atty. Gen. 577, and cases cited therein.%‘

Senator Browx. How does that differ from me going to Florida
on a trip down there, either for business or pleasure, and being re-
quired to pay the Florida sales tax?

Lieutenant Commander Russeryr. If you were a visitor in Florida,
you would not, expect to be a voter in that State.

Senator BrowN. That is true, but I retain my voting right back
in Michigan, and your man retained his voting right some place, but
I am subjected to the occuyationn.l tax and sales tax, and so forth,
even though I am not a legal voter in Florida,

Lieutenant Commander Russkrr, That is correct.

Moreover, nearly all States deny these rights to naval (and mili-
tary) personnel not only when actually residing on Government
reservations but also when residing in the State outside the reserva-
tion in consequence of having been ordered to that station for duty.
They are classed as nonresidents, and being so classified, they are
required to pay fees charged nonresidents for the privileges of edu-

- eating their children in State schools.

Somehody brought that question up here a moment ago. I have
a pamphlet here that is quite complete on the subject, but there are
numerous States which have written in their constitutions a prohi-
bition—perhaps that is not the right word—they describe the per-
sonnel of the naval and military services as nonresidents, and that
automatically denies the individual a great many of these benefits.
T just took a few cases out at random.

For instance, at the University of Califorhnia, it does not cost any-
thing for n resident to attend. However, if he is a nonresident, it
costs him $150. Similar situations are true in Florida and Virginia,
Massachusetts, and, incidentally, in Michigan and in Georgia.

To subject naval personnel when on naval reservations to the taxes
this bill would authorize (and it is to be remembered that the same
personnel pay these taxes outside the reservation the same as anyone
else) seems to_the Navy Department unjust, particularly so when
they are denied any right or say in the imposition of the tax or how
it is to be spent. It Permits the States to impose double taxation
when Navy porsonnel have to pay all taxes and such charges as non-
resident school fees in addition. This is a discrimination against
naval personnel—and in communities that depend on the Federal pay
rolls for much of their revenue, and although the Federal Govern-
ment gives larﬁe sums in direct gifts of public moneys to the various
States for roads and other items such as set forth in House Docu-
ment 111, Seventy-sixth Congress.

The purpose of that information that was compiled in House
Document, No, 111 was to show that the direct aid to the States
greatly outweighs any loss in taxation, There is no comparison,
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I venture to suy that you would not find many States who would
be willing to give up the right to direct aid to got back the right to
tax this property. .

A most important offcct of this proposed legislation is its inter-
forence with cssential activities which the Navy employs, us aids in
the development of character, physique, contentment, (’lisoipline--
those things which go to make up what is classified as morale or
oesprit de corps, and without which no fighting unit may successfully
function.

‘The Nuvy has to develop, from young reeruits, stron%, healthy,
self-respecting men, proud of themselves, the Navy, and of their
country, capable of standing physical and mental strain, of abidin
by rules and regulations without inward resistance, and capable o
resisting subversive activities of various sorts

The Navy does this by education, training, and indoctrination ; by
requiring of its men personal cleanliness, n smart military appear-
ance with properly ﬁttmq uniforms; b}' encouraging athletics, and by
providing recreation and relaxation from its many drills and exer-
cises. These naval personnel are in the low income groups, their pay
on entering being $21 per month.

The ships sorvice stores and associated nctivities contribute directly
to these essential naval functions, becauso they provide the money
lg which services and equipment are made available to the men,

hips service activities are cooperative affairs and do not involve
oxpenditures from naval appropriations,

enator Brown, Ifor instance, when a midshipman from Annapo-
lis %oes to a tailor shop down there, does he pay the Maryland sales
tax

Lieutenant Commander Russerr. I don’t know; I cannot answer
that. However, the Naval Academy would not come within this par-
ticular thing I have in mind, I am referring more particularly to the
g‘lnces like training stations where we have a large number of recruits.

here is a continuous turnover, and the Navy tries to keep these
people off the streets and out of trouble, and they don’t get much
money, 80 some years ago we decided to try to entertain them on the’
reservation and that costs money. We have all sorts of things, such
as movies,

From the sale of such items as cigarettes, tobacco, candy, ice cream,
milk, and other soft drinks, funds are obtained for the purchase
of athletic equipment and the operating expenses of bowling alleys,
poolrooms, transportation and expenses of athletic teams, reading
and club rooms, motion pictures and equipment, and so forth. These
funds are also used to purchase equipmont for services such as tailor
shops, shoe-repair shops, barber shops, and laundries, all of which
are operated at a very low cost for the benefit primarily of our en-
listed men whose pay is such that they cannot afford to pay ordinary
prices from Government stores was a factor in fixing the pay
point out that the ability of naval personnel to purchase at cheaper
prices from Government stores was a factor in fixing the pay
schedule in the last service-pay bill.

That point was covered, and somebody brought up the question,
“Don't you save money by being able to trade at some of these



SALES AND USI TAXES IN FEDERAL ARBAS 29

pluces?” and the answer was, “Yes,” and the result was that the pay
schedule was fixed lower than it otherwise wonld have been,

Ships servico uctivities ave very closoly regulated and supervised
and funds thug used for the benefit of our men should not be dis-
turbed.  Any tax imposed will necessarily fall principally upon our
onlisted men who can least afford to pay taxes, for the great bulk
of the sales and users of ships service activities ave enlisted men,

Senator BrowxN, Who buys the uniforms, for the murines, for ex-
ample? Do they pay for it themselves, or does the Government
buy them{

Lieutenant. Commander Russers, I cannot answer that question
specifienlly.  Can you nnswer that, Colonel Curtis?

Licutennnt. Colonel Curris, U. S. Marine Corps. They have an
allowance. If they go over that allowance, then they have to buy
the uniform themselves.

Senator BrownN. I notice that the second amendment which was
rend by Mv. Pierce says thiy:

Nothing contiined hereln shall be construed ns authorlzing the levy or collee-
tlon of such taxes upon or with respect to any transactlon fn which sald prop-
erty 19 sold, purchused, or used by the United States or an Instromentality
thereof,

Do you think that would cover any of the objections that you are
raising here?¢ Possibly some of them, but not all,

Licutenant Commander Russkrr. Possibly some of them, But take
the case of a man who buys a white cap in a service store, It would
not cover him.

Senator Browns. Tt would seem to be that if the Government hought
a uniform for a member of the Marines, that he would not now he
taxed.

Licutenant Commander Russeur. No, sir,

Senator BrowN., And I do not see why he should be taxed if, be-
cause of certain circumstances, he is required to buy it himself. It
seems to me that he should not be taxed.

Lieutenant Commander Russewr, I do not think he should, either.

Senator Browx. I did not understand that that was the purpose
and the intent of this bill. T thought it principally applied to sales
on the reservations to persons who were not connected with the Gov-
ernment services, siuch as the Navy or the Army, and that it also
should apply to the nonessential or nonnecessities that they bought.

Lieutenant Commander Russerr. Several gentlemen have appeared
here this morning and said that that was not the intent, but we were
looking at the possible effects of the bill s it is worded, and we are
afraid that this is what would result. The intentions might be of
the best, but if the bill is not clear, it does not help us.

Senator Brown. I think if a Navy man buys a $3 bouquet. if he
can afford it, to send to his sweetheart, that he ought to pay a tax on
it, but I think if he buys a hat for himself which is required by the
regulations that he ought not to pay a tax. I do not say that that is
my final conclusion, but it scems to me that that is a just way to
discriminate between the two, and it certainly seems to me that if I,
s a civilian, go to Parris Island, if there happens to be a store there
and I go in and buy a pound of coffee. that I ought to pay the South
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Carolina tax on that, just the same as if I bought it in a store off
the reservation,

Admiral Ray Spear, Paymaster General of the Navfy. May I say
just 8 word on that? The Navy excludes all civilians from our ship
and household stores, The impression was given by the gentleman
from South Carolina—he gave the impression to me, at least—that
those civilians had the privilege of buying in a commissary or ship’s
store. That is not correct; it 1s confined exclusively to the personnel.

Lieutenant Commander Russerr. The Navy Department opposes
any tax that will increase the costs of such services and activities, or
in any way interfere therewith, If it were not for the ship’s service
activities, the Navy Department would be compelled to ask for ap-

ropriations to assist in accomplishing its objectives in building a

igh morale,

I would like to elaborate on that statement a little bit. These
activities, as I have said, are cooperative. The idea is to make just
enough to be self-supporting and to sell things at a very small
profit; in other words, we feel that we are doing the thing just right
and we would like very much to be left alone in this particular re-
spect. The effect of the loss of taxes is §oing to be negligible.

Under this bill, sales, privileges, and other taxes may %e%@vied and
collected upon the operations of cafeterias and restaurants, estab-
lished or permitted in our navy yards and stations, for the use, con-
venience, and benefit of civilian employees. These cafeterins and
restaurants are operated either under cooperative or concession sys-
tems, under the supervision of the Commandants, and the prices are
kept very low. Any taxes assessed will fall alinost entirely upon our
civilian laborers, mechanics, and clerks who are in the lower-pay
groups. The Government obtains much benefit by having means
available whereby such civilian employees may obtain a hot meal at
low cost. This benefit is reflected in better work, greater output,
more contentment, and less industrial unrest, matters of great con-
cern in our large industrial yards and plants, employing, as they do,
thousands of men. These cafeterias or restaurants serve essential
Government functions with which the taxes authorized by this bill
will interfere.

The situation in the foregoiufg respects would be complicated in
time of war, at which time, if the experience in the last war is any
criterion, such patriotic organizations as the Red Cross, Salvation
Army, Knights of Columbus, and others may be expected to establish
themselves at naval training stations and at the other reservations
for the purpose of keeping up morale. These activities would, under
the bill, be confronted with the necessity of complying with tax laws
and regulations, in spite of their altruistic and patriofic motives.

This bill is readily distinguishable from the Hayden-Cartwright
Act involving the sale of gasoline.

The Hayden-Cartwright Act is a Federal responsibility being put
on a Federal officer by the Federal Government. He is responsible
to no one else; he is not responsible to the States, and I think some-
one this morning said that they went on these reservations and col-
lected the money. I do not like to contradict anyone, but it is m
understanding that those checks are just mailed out and that is all
there is to it.
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But this proposed legislation is a different thing, because this makes
a naval officer at a naval station answerable to the State.

Senator Brown. This Pierce amendment says that it shall not
apply where any such property is sold by the United States or any
instrumentality thereof. If that means what it says, it means there
would be no tax levied upon a post exchange conducted by an Army
or N nvi; man, Is that right, Mr, Pierce?

Mur. . Pierce. 1 think so, except as I said, there may be some ques-
tion as to what is a Governmént instrumentality. Perhaps the
Commander would enlighten the committee.

Senator Browx. This is not in the bill.

Lieutenant Commander RusskLn. A ship’s service store is a Gov-
ernment instrumentality and has been so held.

1 think that is about all I have to offer, My, Chairman.

Senator Grorge. Are there any further questions, Senator Brown?

Senator BrowN. No questions.

Senator George. Colonel Curtis.

STATEMENT OF LT. COL. DONALD CURTIS, REPRESENRTING THE
UNITED STATES MARINE CORPS

Lieutenant Colonel Curris. General Holcomb expected to be
here, but he could not come down.

I have nothing to add particularly to what Mr. Rustell has said
except to emphasize with respect to the post exchange.

- Senator George. You say that the Court of Clamms has held the
post exchange to be a Federal instrumentality?

Lieutenant Colonel Curtis. Yes, sir; the Court of Claims in 1902
held that a post exchange was a Government instrumentality. That
was with reference to a case brought by Benjamin G. Woog, who was
an officer in the Marine Corps stationed in Guam, and ‘t)ﬁere was a
shortage and he tried to bring a claim to recover that shortage, and
the Court of Claims held that it was a Government instrumentality.

Senator Georae. Does a post exchange sell to civilinns or people
outside of the Government? :

Lieutenant Colonel Curris. No, sir; it is for the benefit of enlisted
personnel and officer personnel, and each post exchange has a set of
regulations which requires them to sell only to officers and enlisted
men. :

Senator Georce. Is that true of commissaries?

Lieutenant Colonel Curtis. I do not know about commissaries or
ship’s service stores.

ientenant Commander RusseLr, It is also true of them,

Lieutenant Colonel Curtis. I would like to point out the benefits
that we derive from the post exchanges.

Men get toilet articles, soap, candy, and ice cream, at a very rea-
sonable price. The proﬁts that we make go right back to the men
for athletic equipment, movies, and so forth. We bring athletic
teams down to play the local teams; in other words, recreational
facilities,

Ina Pluce like Quantico in Virginin, they are about 85 or 40 miles.
from Washington, they are 4 miles from the road going from Wash-
ington to Fredrickshurg, and they are a very isolated post, and in
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Quantico we have, I should say, around 8,000 men, I think it might-
be brought out with regard to Quantico about the school situation.

We have a school there with 280 students, 85 percent of whom are

" enlisted men’s children. The State of Virginia this year gave noth-

ing toward the upkeep of that school. The Federal Government pro-
vided approximately $24,000. Up until this year the State has given
some, but this present year it stopped. It seems to me that in im-
posing taxes, there should be some benefit derived by the persen that
pays the tax. A person living on a military reservation does not
derive a great deal of benefit from a tax that is used outside of the
reservation, such as the improvement of sidewalks or lights, or any-
thing of that nature. I cannot exactly see how this is nondiscrim-
inatory.

That is about all T have to say.

Senator Georce. Thank you very much.

Is there someone else representing the Army or the Navy?

STATEMENT OF MAJ. JOEL F. WATSON, OFFICE OF THE JUDGE
ADVOCATE GENERAL OF THE ARMY, WAR DEPARTMENT

Major Warson, I may say that I have no prepared statement; in
fact, I am not authorized to make any statement other than what is
contained in the report by the Secretary of War to_this committee
upon he bill, and Ipwill {e very glad, if the committee desives, to
read that statement, which is not very long.

Senator Grorae. We would put that report in, anyway, Major, but
you may read it if you desire, and make such comments as you wish

to.

Major Warson. The general effect of the proposed bill would be
to.eliminate the boundaries of Federal areas as jurisdictional barriers
to non-Federal taxes upon or measured by sales, purchases, or use of
tangible personal property or upon sellers, purchasers, or users of
such property measured by the sale, purchase, or use thereof. Such
legislation would enable State taxes to be leview and collected with
respect to transactions in areas otherwise under the exclusive juris-
diction of the Federal Government to the same extent as if the {rans-
action took place outside of such areas but within the exterior boun-
daries of the State within which the Federal area is located.

The War Department is not opposed to what is understood to be
the primary purpose of the bill, namely, to enable the State to tax
sales which at present are exempt solely on the ground that the State
lacks territorial jurisdiction over the Federal reservations or areas
within which such sales are consummated. However, it is desired to
comment on certain phases and possible effects of the proposed meas-
ure which are consid‘éred objectionable, :

The jurisdiction proposed to be granted to the various States
might be deemed o} such substantial character as to terminate the
exclusive jurisdiction—with the committee’s permission, I will pass
over that, because that was taken up heretofore and discussed.

Usually sales, privilege, and other taxes of the kind described in
this bill are required by the taxing agency to be collected, accounted
for, and paid by the seller who in turn may collect and in some
instances 1s required to collect the amount from his customer either
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as a part of the sale price or a seammte added item as in the ocase of
the California retail sales.tax. Thus, a State tax might be so levied
that it would be held to be a tax upon the individual making the
purchase and taking delivery at a military post, The purchaser, if
this bill is passed in its present form, would be liable to pay the tax,
but the burden of collecting, accounting for, reporting, and paying
it over to the State would be imposed upon the Federal agency
making the sale. That, too, without regard to the Federal agency
character of the seller.

State laws usualy require that the books of the collecting agency
shall be open to inspection and audit and must be produced upon
call of the representative of the taxing authority.

Senator BrowN. Are you talking about an agency of the Govern-
ment that is prohibited from selling to civilians?

Major Warson. Yes, sir; I am talking about agencies that we
regard as essential service agencies,

Senator Brow~. And confining their sales to persons directly in
the Federal service?

Major Warson. Yes, or directly connected with the military
service. It is easy to see that requirements of this nature might
impose a very substantial burden upon and interference with Fed-
eral personnel and Federal agencies in the {)erformnnco of their
Federal functions. It would be impracticable, if not impossible,
for the War Department to formulate a uniform system for col-
lecting, accounting for, and paying over these taxes since the laws
levying sale and use taxes are not the same in the various States.
A uniform system would be particularly necessary for guidance on
small posts where competent help may not be available. Even
though it might ultimately be held that Federal agencies are exempt
from such duties on the ﬁround that their performance would im-
pose an unconstitutional burden, the probable result of the bill as
to this phase would be to promote extensive litigntion, as every
effort would probably be made by State authorities, pending a
decision by the court of highest resort, to enforce as against such
agencies the requirements for collecting, accounting for, and paying
over the taxes in question, since without the provision for collection
and payment by the seller, taxes of this nature cammot readily be
collected.

I might say in that connection as to this matter of litigation, that
there is a widespread difference between the States and the Federal
Government, so far as my knowledge goes, as to what constitutes a
Federal instrumentality that would legally be exempt from inter-
ference or a burden upon its functions, and that issue extends to post
exchanges, notwithstanding the fact that the Court of Claims in the
Woog case, just referred to by the gentleman who proceded me, has
held the post exchange to be such an instrumentality. But that 1ssue
has never been passed upon by the Supreme Court of the United
States. As Mr. Pierce said, it was passed upon in a case in South
Carolina, in an analo$ous situation, with reference to the C. C. C.
camp exchanges, which are quite similar, as nearly identical as they
could be and not be in the Army, with our post exchanges, A three-
judge Federal court held that they are Federal agencies not subject
to & license tax that was sought to be imposed on them in South
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Caroling, and that without. any reforence, of course, to any ques.
tion of territorinl jurisdiotion, heenusa t\my ae not on Fedoral
reservations, Mo that was wuﬁy tho only issus Involved, but that
cuse was not taken to the Supreme Court of the United States, and
the Supreme Court has not pussed upon the question, ne far as I
know, up to the present. day.

However, T may sy that the War Departiment, and 1 think the
Navy Departmont and other depavtments, perhaps—but 1 speak only
for the {\’ur Department, of course—have condistontly trented the
post exchangoes and similar activities on their tesorvations, inehuling
wit funds, and of conrse salos commissries, which are operated
diteetly by the Federal Government, and soll goods purehused
from Federal npproprintions, with an allowanee for veplicement, of
course—a rovolving funmd—all as Fedoral agoneies,

‘Phis question becomes an issue herey pacticulurly under this bill
beeause once you temove the jurisdictionnd barvier of Joention on o
reservation, you bring to the front this other issue, mud it jx the hope
of the War Departinent and the view of the War Depurtiment that.
this bill should Iw so amended s (o remove that issue with its attend.-
ant, we think, multiple litigntion and extensive ltigation,

This bill wonld permit the levy of u State tax upon the nso of
property within military reservations not politienlly a purt of the
State.  No sound veason iz seen why nny tangible personal property
should be subject to State taxation with respeet (o its use upon n
reservation which is not politieally a part of the State, does not in
general veceive the benefit and protection of its lnws, and is not
sibject to the exercise of its police power. Usider this bill a roldier
might. under the State law, be taxable for a radio, for example, used
by him on a military reservation even though he brought the instru-
ment into the reservation from another State and it was not pur-
chased and never had a situs in the State levying the use tax. In
general, the functions and benefits of State government, for which
the individual ordinarily pays in taxes to the State, do not extend
to military posts. They arve self-sufficient. communities, maintained
and regulated by the Federnl Government, which furnishes police
and fire protection, medical and sanitavy inspection and regulation,
and constructs and maintains streets and roads, and regulates traflic
thercon. Since the State is not put to any expense for these activities
on military posts, no logical basis is seen for extending State taxes
to cover the privilege of using property within a military post.

This bill would permit the taxation of sales to enlisted men and
thus would materially reduce the purchasing power of the lowest-
paid class of personnel in the Government service, namely, the pri-
vate soldier drawing $21 per month.

The gentlemen representing the Navy have expanded somewhat
on that question, and I won’t go into it in detail except to say that
our problems in that connection and our objectives are substantially
the same as the Navy’s with reference to enlarging the, you might
say, purchasing power of our low-paid personnel and giving them
the benefit of local purchases on their own post of the things which
go to increase their comfort and their happiness and their efficiency.

Senator Brown. I have heard the statement made that the benefits
of State governments are not given to military posts. There are
things done by a State government which are of benefit to a military
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post.  For instance, the State highways, Inying wside the quostion
of Foderal aid, the Stuts highways are tsed in gotting to them, the
policing of towns whore the soldisrs go, and the various services
which ﬁm Statew in o way muithorize, and the telsphons and the tels.
graph nre used by them, T do not think that you con mensures just
exnctly what. contribution is mnde and what benefit, is obtained,

Laoking at. the other kide of ity the Fodorsl Government. and the
Nuvnl Establishment. do not pay any resl-estate tuxen whatsosver
for military posta or fortitications or anything of thut kind, and they
should noty, but 1 do not think it ix o matter that we can messire
aceurntoly and sty that abwolute justice is being done in the matter
of State servieo and benefit, but it soeng to e that there iu soms
honefit, thers that. they have gotten, and there is some exemption
even if we purmit this tnxation, there is some exemption granted to the
Foderal Government,  Perhnpys the word Ygranted” is not the word
to uso, but i any event no State tax is paid upon real estate by the
Fodoral instrumentality, Tt seems to e it is o santter thut we eannot
mensuro neeuratoly,

Mujor Warson, We ennunot pat it on s quantitstive basis, no, sir;
bt we do wish to enll attention to the faet that there nre many
utilitios which are renlly operated by the post. It is a little com-
imunily which operates with self.sufliciency, so to speak.,

For the reasons stuted the War Departinent requests that the pro-
posed bill be not onacted into Inw. Tt is believed, however, that the
min purpose of the mensure enn be accomplished and gronmds for
tho principal objections noted above removed by an mmemhnmt which
will eliminate all reference to use tnxes and add a4 provivo substan-
tinlly as follows:

Provided, That without prejudice to other legnl exemptions which may exist,
this act shall not he construed to anthorlze or permit the levy aml collection
of taxes of the nature hereln spectfled, upon, with rexpect to, or messured by
sales by or purchases from the Unfted States or any of Wa agencles or instru-
mentalitiey—

Up to that point we have the same idea that Mr. Pierce has at-
tempted to give with his amendment, but we go a step further and
seek to dispel in advance what might be callecf from the standpoint
of the War Department, an avalanche of litigation coming from
many States, as it may do, by including the following words in the
suggested proviso—
such as, but not limited to, commissarles, post exchanges, and company or other
unit funds.

Senator Grorue. Is there someone fromn either the War or the
Navy Departments who wishes to be heard? Do you desire to make
a statement, Admiral Spear?

STATEMENT OF REAR ADMIRAL RAY SPEAR, PAY MASTER
GENRERAL OF THE NAVY, NAVY DEPARTMENT

Admiral Spear. There is just one thought that I have with regard
to this personal-property tax. I would %ike to explain the possible
effects of the present wording of this bill on officers residing in
Government quarters that are furnished, and by that T mean the
furniture, carpets, and so forth, furnished by the Government.
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As I understand the wording of this bill, it would permit the State
to impose a tax on personal pr&perty. ‘We have many cases where
- officers have declined the use of Government property in Government
quarters and have brought in from other States household effects
which are their own personal property. .

It is not clear to me when the Government is not under the neces-
sity of furnishing those quarters at the cost of several thousands of
dollars, why the officer should be Pennlized by paying a personal
property tax on his own ]p.ropcrty, thereby relieving the Government
of the necessity of furnishing that set of quarters,

: I am thinking out loud from the testimony that has been given
here,

I would like to suggest to the committee that in the event of a
national emergency or actual war, these yards would be closed. The
commandant has the full authority to close theso yards absolutely to
the public. I believe the States would have, perhaps, n great deal
of (Rﬁicnlty under those circumstances, of determining what tax
should be paid if they are collected in the same manner as they
collect it from activities within the boundaries of the State outside
of the Federal reservation.

I think the groundwork and the objections of the Navy Depart-
ment, as well as of the War Department, have been fully expressed
in accordance with my own ideas, and I am in hearty concurrence
with those objections, because I think as far as it affects my own
personnel of the Bureau of Supplies and Accounts this bill would
turn our oflicers into tax-collecting agents for the State.

Senator Brown made the statement that these Federal reservations
do get a great deal of benefit from State laws. I agree with that.
He spoke particularly with regard to the State roads. I think that
was the basis upon which the Navy consented to the tax on gasoline,
as we all pay it now, because it was recognized that we did get the
benefit of State roads, and to that extent we thought that was only
fair because our personnel did use State roads in common with the
citizens of the State.

Senator BrowN, Admiral, I have one question which {)erhaps ought
to be settled while you are here, but perhaps it should be answered
by Mr. Pierce.

You refer to a tax on tangible personal property by reference to
the property that might be supplied by a naval officer himself in
substitution for what is usually furnished by the Government. I
do not understand that there is any authority granted here to tax
tangible property as such, but onYy the sale or the use of that
property, such as renting, to me, for instance, an automobile while

am tmvelinf in and about a reservation, but not a tax upon the
i)roperty itself; merely upon a sale of the use of that property. Am

right about that?

Mr, Prerce. That is correct, Senator. In most sales tax States,
they have found it necessary to adopt these taxes. .

Admiral Seear. I would %ike to point out in the very case you cite,
that we all })ny a personal property tax on that automobile when we
receive our license plates. There is no one that escapes that,

. Senator BrownN, But it is not a tax upon the property itself, but
it is a tax upon the use of that property.
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Admiral Spear. I think that when we see this bill with the pro-
posed amendments, lperlmps our attitude toward this bill might be
clmnﬁgd somewhat, but we would like very much to see the revised
bill before it is finally acted upon. There have been several sug-
{g?lsltions here for the purpose of clearing up the real intent of the
oill,

Senator BrowN. I think both the Army and the Navy representa-
tives have made some very valuable contributions in that respect,

Senator Grorae. You will have the opportunity to see the bill, be-
cause this bill is only before a subcommittee of the full committee,
When we make a report to the full committee, 1ecessarily we will
have a print made of the bill carrying such amendments as we
suggest.

Admiral Spear. I have nothing further, sir.

Senator Georae. Thank you very much. .

Did any vepresentatives of the Interior Department or the Treas-
ury Department wish to supplement. the statements made by the
formal reports that have been submitted to the committee?

STATEMENT OF DAVID SPECK, ASSISTANT SOLICIT(R,
DEPARTMENT OF THE INTERIOR

My, Seeck. I am from the Interior Department. I have nothing
to add to our report, but I would be glad to answer any questions
you gentlemen may have. I might first state briefly the substance of
our report.

Our position is in favor of the La Follette amendment and also
the Wheeler amendment, and with those two amendments, we have
no objection to the bill,

The bill affects the Interior Department in its administration of
certain national parks, and also in its administration of the affairs
of Indians. With respect to the national parks, sales and use taxes
are collected in all national parks with the exception of three, the
three which would be covered by the Wheeler amendment, on the
basis of State cession which have reserved to the State the
power to levy and collect taxes. In connection with those three na-
tional parks, of which the most important is the Yellowstone, the
enabling act contained no such exception, and it is our opinion that
since in all cases where there has been an adjustment of jurisdiction
between the States and the Federal Government, it has been done
with respect to specific national parks, that practice should not be
discontinued.

If, for example, Wyomingl would desire the authority to levy and
collect its sales tax within the Yellowstone, and shoul tition the
Congress for an amendment of its enabling act, then the problem
might be considered with reference to the administration of the park.

enator Browx~. Mr. Speck, as I read Senator Wheeler’s amend-
ment, and as I heard brief reference to it, it seems to me that you
did have good legalistic grounds for your position, but why snould
they be exempted from a practical standpoint? That is diﬂ¥cult for
me to sce. In other words, using your inethod, why should not Con-
gress pass a-bill such as you have just suggested?

Mr. Seeck. I am not prepared to consider that proposition on the
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mevits, T think it s 0 question which should bs gone inte thoroughly,
‘Taxation is velnted, us you know, to public seeviees,  Yellowstone is
n tremendons aven, xome 02 by o4 miles, involving over 2,000,000
aeres, The vonds in Yellowstono ave all mnintained by the Iederal
Qovernment,

Senntor BrowN, lan't. Yellowstone actually in three States?

Me Serox, Yes; nadnly in Wyoming, and’ just. a small portion in
Montann and Idaho,  Thete are wo sehools in“the Yellowstone, '1'he
Government vmployees huve to send theie childion outside either to
the public sehools in, T think, Montana, or to private schovls,

Renator Brown, There are private schools within the reservationy

Mr, Seeai, T am not. fumiline with that, 1 do not believe so, but.
1 would not want to say definitely,

Now, with respeet to Indinn reservations, thers is no cession of
Juvisdietion,  ‘The States have not ceded jurisdiction to the Federal
Government.  I'he Federal Govermment's jurvisdiction is based on (he
puwer of Congress under the Constitution, of article I, section 8, (o
regtlate commeree with the Indian tribes, The courts have held that
private property on Indian reservations is taxable, 1 do not (hink
the question has como up for judicial decision, but the Solicitor for
the Department a few years ago advised the Commissioner of Indinn
Affairs that the State sales taxes might b colleeted ngainst white
traders to the extent that they made sales to whites, but not to In-
diang, and it is to proteet the existing state of the law hat. Senator
La Follette's amendment was introduced.  That wonld metely con-
tinuo the existing state of tho law.

The exemption of Indinns from the sales tax is based upon the
power of the Commissioner which has been granted by the Congress
to appoint traders for the Indian (ribes and to make vules and regula-
tions relating to the amount and the quantity of goods and the
prices—that is the important point—the prices at which the goods
may bo sold.  Of course, if n sales tax is levied, that nffects the prico
irrespective of the legal nature of the tax, whether it is one from the
seller or one from the purchnser—it, is generally passed on,

I think that states ns briefly as I can the position of the Depart-
ment, If you have any questions I will be glad to answer them,

Senator Grorar, Thank you very much,

Mr. Seeck. Incidentally, I might add, the amendment suggested
by Mr, Pierce. I think, is in the direction of our position with respect
to Indians. It might have to be changed slightly, but I think they
are in general agreement with our position.

Senator Grorae. The communications from the Interior Depart-
ment respecting this bill and amendments thereto suggested by Sena-
tors La Follette and Wheeler will be inserted in the record.

THE SECRETARY OF THE INTERIOR,
Washington, August 1, 1939,
Hon. Par HaArrisON, X
Chairman of the Committee on Finance, United States Scnate.

My Dear SENATOR HARRISON : It has come to my attention that H. R, 06687,
entitled “A bill to authorize the levy of State, Territory, and District of Colum-
hia taxes upon, with respect to, or measured by sales, purchases, or use of
tangible personal property or upon sellers, purchasers, or users of such property
measured by sales, purchases, or use thercof occurring in United States national
parks, military and other reservations or sites over which the United States
Government may have jurisdiction,” 18 now on the Senate calendar.

Although the proposed legislation involves matters of vital concern to this
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Doeprrtiment, ft han heon prased by the House of Representntlves amd veported
ot by the Honate Flunnee Commlttee hefore otie report theteon conld be sub-
ultted, 'Phevefore, T onenestly request that the bl be recommitted to the
Senate Flunnee Commitiee for further conslderation,

The bl presenis o serlonn question ns to whother it would aathorlz the
lovy of Ninte sdes and other taxes on transacettonn within Indlan resetvitlons,
We have been ndvised by the office of the Kente logislative conusel that 1t In
not Wtended to apply to such teransactlons snd will not be so constraed. It 1y
possible, howoever, that the bID, If enneted, miay be consteded otherwviae by
Stte taxing anthovition and by State conrts. 1F the bl were to be construed
to npply (o diny rexervations, 1 would probably be fn viointion of established
conutltationn) aud treaty rights of the ndfung ond doubtless woutd lead to pro-
tonged Htgatlon, 1t cortalnly wonlid be I contraventton of the established de-
partmental polley thnt transmetions between Indians on Indlan veservations
shoultd remaln o umtter of FFederal rather than of State control.  In order to
avold any posstble guestion on thie seore, T recommnend that the b, f not
recommlbtted to your committec, he amended by adding at the end theveof the
followlng proviso:

“Pravded, 'Ihnt this Act studl not affeet existing Jaw relating to taxation
on Inding rerervations,”

Sinee this report has not heen submitted for eleargnee to the Bureau of the
Budget, no conpnltment ean be made as to the relationship of the proposed
teglulntion, or the suggested amendment, to the progeam of the President.

Kineerely yours,
E. K. Bunresw,
Aeting Reerctary of the Intervior,

THe H¥CRETARY OF THE INTERIOR,
Washington, March 13, 1h40.
Hon, Par HANRIHON,
Chalyman of the Gommitlee on Finanee, United Nlates Renate.

My Dran 8enator Hamutson: 1 have recelved your letter of JInnuary 16, re-
questing iy comments on H, R, 6887, entitled “A bl to authorize the levy of
State, Terrltory, and District of Columbla taxes, with respect to, or measnred
by sales, purchases, or use of tnngible personnl property or upon sellers, pur-
chasers, or uders of sich property mcasured by sales, purchases, or uxe thereof
oceurring In United States natlonal parks, military and other reservations or
sites over which the United States Government may have jurlsdiction,” and
on the amendmment thereto Intended to he proposed by Senator Wheeler,

While I am in sympathy with the objectives of the proposed legisiation, I
helleve that the enactinent of the bill in Its present form would adversely affect
the Department of the Interfor. 1 recommend, therefore, that the proposed
amendment of Senator Wheeler be adopted and that the bill be amended further
as herelnafter Indleated.

The purpose of the proposed legislation, as stated in the reports (H. Rept.
No. 1207 and 8. Iept. No, 1028) of the committees of Congress that have passed
upon it, is to provide for uniformity in the administration of State sales and use
taxes within asg well as outslde Federal areas. The justification of the measure
s grounded in major part upon the recognized generosity of the States in grant-
ing to the United States exclusive jurisdiction over Federal areas in order that
any conflicts between the authority of the United States and a State might be
avolded. It would seem that thiy grant of exclusive jurisdiction is that which
is referred to in article I, section 8, clause 17 of the Constitution and which is
made when a State consents to the acquisition of lands by the Federal Govern-
ment “for the erection of forts, magazines, arsenals, dockyards, and other need-
ful bufldings.” The States have uniformly enacted general statutes granting
blanket consent to any and all acquisitions for the stated and other similar
purposes.

In the case of natlonal parks, however, Federal jurlsdiction has not been ob-
tained by virtue of State consent in this manner. On the contrary, grants of
Jurisdiction by the States have been made by special acts relating to epevific
national parks and have been accepted by speclal acts of Congress. For varjous
reasons it has been consldered desirable and approprate to adjust the respective
spheres of State and Federal jurisdiction over national parks by negotiations
with reference to the speclal problems of the particnlac area Involved. With
regpect to most of the nationnl parks, these arrangements between the States
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and the Federal Government has resulted in a reservation to the States of the
right to tax the property and franchises of persons and corporations within
the national parks. Consequently upon such adjustments, the States have
. undertaken to provlde public services such as school facllitles and approach
roads for the inhabitants and visitors in these national parks,

A different situation exists with respect to the natlonal parks created prior
to the dmission into the Union of the respective States in which they are lo-
cated which would be excepted from the proposed legislation under the suggested
amendment of Senator Wheeler. ‘There are three such areas, and in each the
enabling act provided for the cession of exclusive jurisdiction without reserva-
tion of the power to tax. As a consequence, the Federal Government has been
required to bear the financial burden of providing all necessary public services
within these areas. There would seem to be, therefore, no necessity or justifi-
cation for granting these States the right to tax persons and property within
the national parks involved. Any changes in the existing arrangement between
the States and the Federal Government with respect to these parks would seem
to be more appropriately the subject of speclal negotiation. A precedent for this
method of meeting the problem exists in the case of the Hot Springs Natlonal
Park where the original grant of exclusive jurisdiction was subsequently quali-
tled (20 Stat. 844) by the grant to the State of a linited power to tax.

I wish to refer to the Department’'s letter of August 1, 1939, in which the
suggestion was made that the bill be amended by adding at the end thereof the
following proviso: “Provided, That this act shall not affect existing law relating
to taxation on Indian reservations.”

Further consideration of the question has served only to emphasize the
desirability of the amendment recommended at that time. It I8 clearly apparent
that the grant of authority to levy State taxes on Indlan reservations is not
within the purposes of the bill, since I'ederal jurisdiction over Indian reserva-
tions 1s not derived from any cesslon or consent by the States but is predicated
upon a plenary control of the Federal Government under the Constitution over
the affairs of the Indlans. The States may now exercise leglslative jurisdie-
tion over Indian reservations to the extent consistent with Federal jurisdiction
over Indian affairs, and their powers to levy taxes in such areas is subject only
to that limitation. While the bill does not in terms affect this limitation, the
generality of Its language leaves room for some doubt as to its effect and might
result in serious embarrassment in the administration of Federal laws relating
to the Indians. Since the matter is of utmost importance to this Department,
I rgl(erate the recommendation that the suggested clarifying nmendment be
made.

I have been advised by the Bureau of the Budget that there is no objection
to the presentation of this report to the Congress. '

Sincerely yours,
(Signed) E. K. BUrLEwW,
Aecting Seeretary of the Interior.

Senator George. It might be suggested by the subcommittee that
those State authorities here represented might confer with repre-
sentatives of the Interior, Navy, and War Departments and might be
able to reach an agreement on some amendment that would remove
some objectionable features.

. Mr, Seeck. I think so far as we are concerned that that can be
done.

Senator George.. It would be helpful to the subcommittee if you
could do so, since it is manifest t‘mt both the proponents of the
measure and the Departments affected, desire to make some amend-
ments and have suggested amendments here.

Senator Brown, do you think that would be helpful?

Senator BrowN. Yes.

Mr. Buck. I would be very happy to arrange such a conference
if it is agreeable to the members of the Navy Department and the
War Department and the Interior Department. JI)ou can see from
the amendment that was offered this morning that it certainly is
not the intention of either the proponents of the bill or anybody else
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to try to extend the State jurisdiction generally over these
reservations. . X .

Senator Georee. That led to the suggestion, and I think it might
be very helpful. . ’ . L

Mr. Buok. May I inquire what the intention of the committee is?
I have one more witness who just desives to present briefly some
views in connection with some of the statements that were made by
representatives of the Departments this morning. Do you care to
continue now, or would you prefer to have them come back this
afternoon? .

Senator George. I think, Congressman, that we had better con-
tinue now, . . .

Let me first inquire, Is there any representative of the Treasury
Department who desires to add anything to the formal report sub-
mitted? .

Mr. Surrey (assistant legislative counsel, Treasury Department).
Qur report stated that the bill would not affect the activities of the
Department, and there is nothing to add to that.

enator Georae. T will insert in the record at this point the report
from the Treasury Department on this bill,

(The same is as follows:)

TREABURY DEPARTMENT,
Washington, February 2, 1940.
Hon. Pat HARRISON,
Chairman, Committee on Firance,
) United States Scnate, Washington, D. C.

My DeAR MR. CHAIRMAN: Further reference is made to your request of May
20, 1039, for a report on a proposed bill offered by the Nutlonal Association of
Tax Administrators to authorize the levy of State sales or use taxes in areas
controlled by the Federnl Government within territorial boundaries of the
several States. .

On May 2, 1939, the Natlonal Assoclation of Tuax Administrators, assembled
in Asheville, N. C.,, adopted a resolution memorializing the Congress of the
United States to pass legislation authorizing the levy of State, Territorial, and
District of Columbia taxes upon, with respect to, or measured by sales, pur-
chases, or use of tangible personal property, or upon sellers, purchasers, or
users of such property measured by sales, purchases, or use thereof occurring
in the United States national parks, military and other reservations, or sites
over which the United States Government may have jurisdiction. The manner
and the extent to which such taxes may be levied and coliected with respect to
transactions occurring wholly or partly within such areas are to differ in no
materfal particular from the manner and extent to which such taxes may be
levied and collected with respect to transactions occurring outside such areas.

It appears that the bill merely attempts and purports to provide for uni-
formity in the administration of State sales and use taxes within as well us
without the Federal areas above described. There I8 no design to permit
taxation within such Federal areas as would be constitutlonally denied the
States as applied to transactions outside such areas. 'I'he justification for the
proposed bill lles in the uncertafuty and confusion existing in the matter of the
extent of retained control and jurisdiction by the several States in areas at
one time or another ceded to the United States, .

The policy of the proposed bill is of no direct concern of the Treasury De-
partment. It is the view of this Department, however, that legislation which
prevents tax avoldance and makes for sound administration, whether it be
State or Federal taxation that is involved. is soclally desfrable.

The Director, Bureau of the Budget, has advised the Treasury Department
that there is no objection to the presentation of this report,

In the event that further correspondence relative to this matter is necessary,
please refer to IR: GOC: A-317000--163.

Very truly yours,
(Signed) JoHN L. SULLIVAN,
Acting Secretary of the Treasury.
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Mur. Buck. If I may just interpose for just one moment, I want to
call the attention of the gentleman of the Navy to the fact that the Navy
Yard, Mave Island, lies within my district.  T'he Bureau of the Cen-
sus,has ruled that all of these retived oflicers that the Paymaster Gen-
eral spoke about, who have quarters there and all of the civilians
who are quartered on the island, are to bo counted as part of the
population of the city of Vallejo within which Mare Island lies, and
therefore they recognize that there is a local and State jurisdiction
as far as the population is concerned, at least, and the childven of
those officers and those men go to the Vallejo schools and do get the
benefits without the imposition of any nonresident taxation. I take
it they recognize that fact, too.

For the benefit of the commander who spoke about the University
of California and its nonresident fee of $150, 1 may say that that
does not apply to the children of any Navy personnel who may ba
quartered 1n California,

I would like to present Mr. Say, the tax counsel of the State Bonrd
of Iiqualization o} California,

STATEMENT OF HA]iRY L. SAY, TAX COUNSEL, STATE BOARD OF
EQUALIZATION, STATE OF CALIFORNJA, SACRAMENTO, CALIF.

My, Say. I realize the Inteness of the hour. and I will attempt to
be quite brief in the few remarks which I have to make to the
committee,

The general impression that T got from listening to the objections
raised by representatives of the various Federal departments is that
there is some sort of misunderstanding regarding the object to be
attained by this measure,

I think that the amendments that were presented by Mr. Pierce
will, to a great extent, eliminate the misunderstundings that have
been brought about. ’I‘iw Attorney General has submitted an amend-
ment, as I understand it, to the committee which is going to make
it vory clear that the matter of exclusive jurisdiction is not affected
by this bill in its final form.

We believe that that result is accomplished by the first subdivi-
sion of the amendment. However, we certainly bow to the opinion
of the Attorney General with respect to that particular point.

There has been some discussion this morning—I might say that.

. . . ¥

all of the objections have centered nround: What is a Tederal mstru-
mentality? For example, Senator Brown expressed the opinion that
if a sailor oxpressed a desive to purchase a hat and purchased it
from a Government store, that undonbtedly the tax should not be
applicable.  However, of course, if that suilor desired to have a
type of garment that he ordinarily would not weav, and went to
tailor on or off the reservation, I think we all agree that the tax
should be aYpliod to him just exactly the same as it would be applied
to anyone else in similar circumstances,

I have before me an opinion which was rendered on August b5,
1939, by Robert H. Jackson, Acting Attorney General, in which
quite a number of cases are cited.

The opinion states army post exchanges are instrmunentalities of
the Federal Government, and the Hawaii Tobacco Tax Act is not
applicable to sales of tobacco by such exchanges.
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That should preclude any discussion as to the status of a post
exchange, and I understand a store operated by the Civilian Conser-
vation Corps is nothing more—it has been called a baby post ex-
change, an exchange which is operated under the authorvity of the
Seeretary of War, under the same article as a post exchange is
operated, and would also be comparable to ships® service store opera-
tions,

This opinion, I think, answers most of the objections that have
been raised by the departments. It should answer the objection
raised by Major Watson that the passage of this bill would result
in litigation. I do not believe that that fear is well founded,

There has been considernble discussion about the use tax applying
to enlisted men who are being transferved from one State to another.
My observation would be that no State would nttom‘)t nor could it
apply a use tax to property bought and substantinlly used in one
State and subsequently transferred to another State, To apply a
tax in that fushion would vender the application of the tax unconsti-
tutionnl.  ‘That would enable, theoretically, for every State of the
Union to impose a tax on property simply because it was transferred
through the State or came to rest a short time in each State.

So that the only time that the use tax would be applieable is
where the property was purchased outside of the State in interstate
commerce, and shipped directly to the purchasor in this State or where
the purchaser, we will say, left the State, went outside of the State,
nirchased an automohile and brought it back to the State from which
o came, and undoubtedly in that case the property was purchased
for use in the particulnr State, which could impose the use tax.

It has been mentioned that the burden would fall heavily upon
young recruits in the Army und the Navy. We all know that the
education of those persons is the most desirable practice.  The salavy,
as I understand ity is $21 a month, If the éntire salary were used
to purchase tangible personal property, the burden would be, of
course, 63 cents if the State tax were 3 pereent, or 42 cents if it were
2 percont.  The amount of tangible property purchased by such
personnel is a whole lot Ie of course, than the salary that they
receive,

In the State from which T come, California, we spend about $50,-
000,000 a_year on our schools,  The children of the personnel of the
Navy and thoe Army ave invited, of course, to attend the schools, and
I might say that in California, collections under our sales tax and
use tax primarily go for the purpose of education. Wo colleet, I
think, about $98,000,000 a year, and of that umount over $80,000,000:
a year is used for the purpose of education,

would be very pleased to answer any questions that the members
of the committeo may desire to propound to me,

Senator Brown. I have no questions.

Senator Grorae. I have no questions,

Mr. Say. Thunk you very much for your patience. .

Senator Georar. May I inquire, and perhaps someone hore may be
able to heip me out on a matter that T have been thinking of. Such
an institution, for instanco, as the Soldiers’ Homo heve in Washing-
ten, which is in the District.  'Would it be in anywise affected by the-
provisions of this bill?
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Mré Say. You mean sales to the Veterans’ administrative establish-
ment

Senator Grorge. In the Soldiers’ Home.

Mr. Sax. I would say absolutely not. That that is a sale to the
Government, and that those sales under this proposed bill are not
affected.

Senator Georae. Or any sales by them, I happen to know that out
there they do keep a dairy—I believe they have the No. 1 dairy in
the country. They probably sell surplus products—in fact I am sure
that they do. Would that be affected by this in anywise?

My, Say. As I understand it, and I would like to be corrected if
I am mistaken—

Senator Georee_ (interposing). I think that would be regarded as
a Federal agency becnuse the money is appropriated for its support,
but only out of funds contributed by the men who have served in the
Army and the Navy.

Mr. Sax. If the Soldiers’ Home that you have referred to is oper-
ated similarly to the home which is 1 Illinois, I remember the
Comptroller General rendered an oEinion to the effect that that par-
ticular home, which was operated by the Veterans’ Administration,
was so operated by an instrumentality of the Federal Government.
Under this bill sales by the Government are not affected in any way
whatsoever, and not affected insofar as the collection of the use tax
might be concerned. .

That point was referred to by Major Watson. If the Government
makes a sale by any of its instrumentalities, the tax does not apply
in any way, manner, shape, or form, and under this bill you eannot
require the Government to act as a tax collector.

enator Brown. If a post exchange sold to a person who was a part
of the Government establishment goods which were not necessities,
there could not be a tax levied upon that? That is just a situation
that you cannot hope to cover,

Mr, Say. That i8 a situation that is not covered, of cowrse, in the
bill. If we accept this opinion of Robert H. Jackson ns being the
Iaw, it does not make any difference if a post exchange sells a radio
to me as an employee of the State or an enlisted man, there would be
no tax.

Senator George. If there is no other witness to be heard, unless
there is objection, I may state that Mr. T. Grady Head, the Revenue
commissioner of the State of Georgia, desiredv to be present, but
being unable to be present he asked t%\le privilege to file a brief state-
ment, and his statement will be incorporated in the record as soon
as it 1s furnished to the elerk of the committee,

(The statement submitted by Mr, Head is as follows:)

Statement by T. Grady Head, as State revenue commissioner and head of the
Department of Revenue of the State of Georgia, favoring the passage of
H. R. 0687, belng an act “to authorize the levy of State, Territory, and
District of Columbia taxes upon, with respect to, or mensured by sales, pur-
‘chases, or use of tangible personnl property or upon sellers, purchasers, or
users of such property measured by sales, purchases, or use thereof occurring
in United States national parks, military and other reservations or sites over
which the United States Government may have jurisdletion”

As administrative head of the Revenue Department of the State of Georgla,
there are two reasons why the passage of the abcve act would be strongly favored
by me, and the first of these, of course, would be the increase fn revenue that
might be anticipated by the State.
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There are located in the State of Georgla 8 large military resesvations and
approximately 90 other activities under the supervision and direction of the
Federal Government that would be affected by the passage of the act. The only
tax now levied by the State, which s in the nature of a sales tax, that would
affect the QGovernment reservations and the employees of the Federal Govern-
ment located thereon, is the tax on cigars and cigarettes, whisky, wine and beer,
and gasolne, and under existing law gasoline purchased for private use on the
reservations {s subject to the State tax. This lenves only alcoholic beverages
and tobacco on which State taxes would be extended to Government reservations
in this State by the passage of the act referred to.

By permitting the State to tax these nonessentials on Government reservations,
the inerease in revenue to the State would not be sufficlent to solve existing
financial problems of the 8tate, We do not anticipate an increase In revenues
from these sources, if taxed on reservations, in excess of $300,000 per year. But,
since all taxes from alcoholfe beverages go directly to the school fund of the State,
and the major portion of the tobacco tax goes to the general fuud of the State,
from whence it is transferred for educational purposes, we bellieve that soldiers
and other employees of the Federal Government should pay these taxes. The
children of enlisted men and officers of the Federal Government are entitled to
and In many instances receive the benefits of the public-school system of this
State. They are furnished free school books and free public schools through high
school. Notwithstanding this fact, the enlisted men and officers of the Army
and other Federal employees located on Government reservations are making no
contribution at present to the support of the school system of this State, and the
taxes referred to being on nonessentials, we take the position that it is not
unreasonable to ask this contribution of these Federal employees.

As heretofore indicated, however, the increase in revenue {8 not the principal
reason why we believe that taxation of these commodities on Government reser-
vations should be permitted by the Federal Government. We believe in uniform
taxation, and we concur heartily in the decision of the Supreme Court and the
subsequent act of Congress that permitted the Federal Government to collect
income taxes from State employees and State governments to collect income taxes
from Federal employees. We do not believe in exemptions and exceptions to
taxatlon, because from our administration of the revenue laws of the State of
Georgla we find that the exemptions and the exceptions cause more violations
of the revenue laws, with more resulting expense and annoyance to the enforce-
ment agencles of the State government charged with gollection of the revenues,
than any other source.

We have requested previously the cooperation of the officers of the varlous
forts and reservations in this State, and have asked them not to sell taxable
items from Government canteens, post exchanges, and officers’ c'ubs to private
citizens not entitled to the exemptions. While the commanding officers have
sought to comply with our requests and have, In our opinion, honestly endeavored
to prevent civilians from purchasing at post exchanges, canteens, and officers’
clubs, we have been continually annoyed by quantities of taxable cigars and
cigarettes being purchased by civilians from thege places for their own use, and
being distributed among thefr friends, and we have had many violations by
reason of soldlers and veterans purchasing these items for use by civillans, It
is no exaggeration to assert that if the taxation of these items were uniform in
this State and applied to Federal reservations and to Federal employees on
these Government reservations In the same manner that they apply to citizens
of the 8tate, the enforcement units of the Btate department of revenue charged
with requiring that these revenue acts be compHed with could be reduced 50
percent, and the saving that would result thereby viould amount to a substantial
increase in the revenues available for school purposes.

We have previously contacted, by letter and otherwise, the oflicers in charge
of Civillan Conservation Corps camps in Georgia, and have requested that they
not permit the distribution of cigarettes from thesie camps to civilians, In prac-
tically every instance the officer in charge of a Civilian Conservation Corps
camp has attempted to cooperate, in our opinion, and in a number of the camps
they have undertaken to limit the purchases by those entitled to purchase goods
tax free, but it is not possible in every instance for officers to enforce the
compllance they seek.

The Department of Revenue was caused considerable expense and embarrass.
ment recently by a group of Civillan Conservation Corps boys purchasing un-
stamped clgarettes at their local camp and taking them into a nearby small city
and trading them to an unscrupulous cigarette and aleoholic beverage dealer for

~

.
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Amported wines of high alcoholic content, In addition to the fact that thése
.boys procured alcoholic beverages that they otherwise might not have ‘been able
to obtain, the civilian merchant who had taken thelr unstamped cigarettes under-
took to rid himself of these cigarettes by sending them to legitimate dealers with
& request for exchange. In this manner, the legitimate dealers not knowing that
these were unstamped articles, he procured stamped cigarettes for unstamped
goods, and succeeded in scattering unstamped cigarettes in retail establishments
in a city of some 15,000 population. OQur inspectors begun to locate cartons of
unstamped cigarettes fn practically every business house in the city. Bince the
cigarettes in stock of the legitimate dealers had presumably been bought from
the local wholesale distributor, our men naturally thought that the distributor
was slipping a number of unstamped cartons of cigarettes to his customers. It
required considerable investigation to uncover what had happened and was hap-
pening, and to convict the unscrupulous cigurette dealer who had traded wine
for the unstamped cigarettes.

This is only one instance. I can recite from my personal knowledge many
similar situations where the law I8 belng violated or has been vlolated by
-clvilians, citizens of the State, and which were made possible entirely by the fact
that Federal reservations procure these goods untaxed. Notwithstanding the
.attempted cooperation of the commanding officers at the forts and reservations,
we have found that their orders are not complied with. Inspectors from the
State department of revenue have on numerous occasions purchased nnstamped
goods from post exchanges and canteens, and have noted like purchases by many
-elvilians. When these matters are brought to the attention of the commanding
officers, they take steps to have the evil discontinued, and possibly for a perlod
-of 4 or § days it wlll be discontinued, and then immediately the practice is
resumed.

On yesterday I again sent inspectors of the department of revenue to the
large military reservations in this State, The seven reports on their Investi-
gations which I have recelved are startling in the similarity of the conditlons
which they reveal. Without exception, the inspectors weve able to purchase
unstamped cigarettes from the post exchanges and canteens, and they report
that anyone can buy the cigarettes. With reference to the packages of cigarettes,
each inspector made the same simple but graphle statement, “No questions
asked.” One inspector was not allowed to purchase a carton of cignvettes
but was told that he could get some soldier to buy them for him. This in-
rpector’s investigation showed that unstamped cigarettes were being distributed
in a city near the reservation through clvilian employees working at the post
exchange.

I believe it I8 the duty of every citizen financially able to do so to contribute
to the support of the Government, both Federal and State, in proportion to
his ability and in proportion to the rights and benefits he receives from the
Government. There are thousands of soldlers located on Government reserva-
tions In Georgia that pay no State taxes. They are not the owners of reat
estate in this State or elsewhere, they pay no ad valorem taxes, their incomes
are below the amount of the exemption by the Federal Government and the State
government. Yet these soldiers enjoy the benefits of our schools, the protection
of our State police when using our highways, and many other advantages of
the State government, to which they are not contributing in this State, nor
are they contributing elsewhere, The argument may be advanced that the
compensation of these men is not suflicient to warrant the payment of any
State tax. However, since their food and clothing is furnished by the Federal
Government, should this act be approved by the Senate, in the case of the State
of Georgia and practically every other State, the only State taxes they would
be required to pay would be nonessentials taxed for the support of the State
government. If the present compensation of these soldiers is not sufticlent to
pay the nominal amount of State taxes that would be collected from them for
cigars and cigarettes and alcoholic beverages, then the compensation should be
increased, since there should not be any exemptlons from taxatlon in this
-country. . :

Laws should be applied uniformly, from the Chlef Executive of the ‘country
to the most humble citizen. No class ghould be set up as being superior
to or above the law of any State or Territory, or above any law of the Federal
Government. Exemptions from State laws should not be granted by the Federal
‘Government to Federal employees any more than exemptions should be attempted
by the States from compliance with Federal laws. We believe that the revenue
that would be pald by soldiers and officers and@ employees of the Federal
‘Government on Federal reservations in the State of Georgia would be just and

«
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Tight and should be paid, and we belleve that the resulting benefit in enabling
the State to enforce these taxes uniformly is a beunefit that the State of Georgla
is entitled to at the hands of the Federal Government. We take the position
that the act above referred to should be passed, regardless of whether or not
it means one dime increase in revenue to the State government, since it would
ennble uniform application of the State revenue laws to all within her
‘boundaries. .

The writer would llke to appear personally and testify before the committee,
but my duties and responsibilities being heavier at this particular season than
any other time of the year, I was prevented from testifying before the com-
mittee. I do request serlous conslderation by the committee, and approval
and favorable recommendation of the act, and that the same be passed by the
Senate.

Respectfully submitted.
T. Grapy HEAD,

State Revenue Commissioner of the State of Georgia.
May 8, 1040.

Senator GEORGE. Confressman Carl Vinson, chairman of the Naval
Affairs Committee of the House of Representatives, has written me
a letter regarding this bill, which without objection, will be entered
in the record.

(The letter is as follows:)

House oF REPRESENTATIVES,
Washington, D. C., February 26, 1940.
Hon. Warter F. GEORGE,
United States Senate, Washington, D. C.

MY DEAR SENATOR: AS chairman of the Committee on Naval Affairs, House of
Representatives, I made a recent survey of pending legisiation affecting the
Navy, in the course of which my attention was directed to the bill H. R. 6687
“To authorize the levy of State, Territory, and District of Columbia taxes upon,
with respect to, or measured by sales, purchases, or use of tangible personal
property or upon sellers, purchasers, or users of such property measured by
sales, purchases, or use thereof gecurring in United States national parks, mili-
tary, and other reservations or sites over which the United States Government
may have jurisdiction,”

The history of this bill shows that it was intrgduced on June 6, 1939, by
Mr. Buck, of California, and reported favorably by the Committee on Ways and
Means on July 22, 1939. On July 26, 1939, it was passed by the House, and on
the same day it was referred to the Senate Committee on Finance. Two days
Inter it was reported favorably to the Senate, with amendments, and placed on
the Senate calendar, where it stayed until Junuary 10, 1940. At this time, it
was recommitted to the Committee on Finance, and I understand it will be
considered by a subcommittee of which you are the chairman. My information
is to the effect that no hearings were held on the bill in either the House or
the Senate.

From my study of this bill I am convinced that the effects of its enactment
have not been fully appreciated and I note with pleasure the action of the
Senate, particularly the Committee on Finance, in declding to reconsider ft.
As a matter of fact, it is because I myself did not realize its significance that
I took no action on the measure when it was before the House, and venture
now to address you on the subfect.

In discussing this bill with representatives of the Navy Department it has
been pointed out to me that while there are other highly undesirable features,
the most objectionable one, which ties in with all the others, in varying degree,
is that of interference with essential Federal functlons. I am In complete
agreement with the Navy Department on this point. The language of the bill
is so broad that it embraces virtually every transaction taking place on a
naval reservation, and although it ig the stated purpose of the framers, as
evidenced by the House report on the bill, to impose no duty of any conse-
quence on any person residing or located upon the Federal area, the hill as
worded most certainly does so. The collection of taxes, alone, for instance,
would in fitself call for no inconsiderable effort, and be subject to all State and
local laws and regulations, with their attendant penalties; and the Navy De-
partment has stated frankly that the prospect of issuing regulations to cover
the multiplicly of situations is viewed with feellngs approaching consternation.

The Navy Department having made an exhaustive study of the bill in an-
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tielpation of being afforded an opportunity to present fts vlews to your sub.
committee I will confine my commients to the sallent features, 1 note, for one
thing, that the House report terms the sltuntion with respect to post exchunges,
shipa service stores, commlssarles, and simllnr agencles, a “minor problem”
considering the importance of these ngencles. This cannot be dismissed so
tightly. There very activitles rerve a most useful purpose and they contribute
directly to essentiul naval funetions, Not only do they involve no charge
agninst appropriations, they nctually make approprintlons unnecessary, and
a8 auch ro?rosont a distinet asset to the Government, In dollars and cents,
Thelr establishment has resulted in twofold henefits, In that service personnel
-=10 others—are Lotter enabled to live on thelr pay; and that the small profits
made are appled divectly to the welfare of enlisted men, I therefore regard
the imposition of a sales tax to these activities not only as an out nnd out
fnterfercnce with a branch of naval administration which has been highly
suecessful, but ns entively unjustified.

There are one or two other statements in the House report on this bill which
I cannot let go uwnchallenged. This bill {8 readlly distinguishable from the
Hayden-Cartwright Act, because that act veguired only a cheek on the motor-
vehiele fuel sold, and made the ofticer in chnrge responsible to the Federnl
Government, It wasg, in effect, a Federal duty fmposed on a Federal officer by
tl‘\ﬁ‘ l-\;dornl Government,  Thig bill places Federal oflicers at the mercy of State
officlale,

1 wish to munke it clear that I min concerned primarlly with the effects of
this bill on the Navy, and that while I am not at all diginterested in the other
Federal reservations, such ar natlonal parks or Indian veservations, 1 do not
feel free to take up thelr problems with you, oxcert possibly by way of com-
parison.  In this connection it seema to me there I8 a fundamental difference
between sales it o natlonnl park, for instance, and sales on a naval reservation,
In the former cuse the sales are usually made by a concessionnaire to the
general public; in the latter, to a restricted perronnel in need of the benefits by
Government Instrumentalities,

There Is one more point that occurs to me as belng dlrectly on the question
betore you. I mention it because I know that although it is felt keenly in the
Navy Department, the reprezentatives of the Navy Departinent are reluctant to
use it as an argument. This is the unintentional effect the ennctment of this
bill will have on morale.

A writer for the Saturday Evening 'ost recently stated, in an article in that
magnrine, that the two model military organizations in the world, from the
standpoint of morale, are conceded to be the French Army and the United States
Nnavy. Morale has been defined as that atate of mind which makes a man ready
and willing to go out and fight the enemy for all he I8 worth, and so far as
the United States Navy is concerned, the state of facts reported by thily writer,
it true, I8 not by any means an accldent, Over a perlod of a good many years
the Navy has taken a common sense viewpoint of what it takes to make an
efficient organization, with particular emphasis on morale and everything that
contributes to it, and one of the logical steps was to look after the individual
man in the Navy when he was off, as well as on duty. A married man, glven
certain advantages, usually to enable to provide properly for his family, became
a better fighting man; an unmarried man given certain other advantages, usually
the opportunity for wholesome recreation, was likewise improved, It was with
these objectives in vlew that commissary stores were established, and ships’
service stores, with their associated activities, such as barber shops, taflor shops,
cobbler shops, and laundries, put in operation.

The results of this treatment of enlisted personnel have been amazing. We
now have the highest type of man the Navy hus ever known. He 18 self-respect-
ing, well-educated, and ambitions. He is smart in his personal appearance, and
proud of his uniform, aund intensely loyal. In short, he is a man of character.
Such an individual i8 impervious to subversive influences, usuully gets a good
laugh out of communistic propaganda, and whether or not he chooses to make
the Navy a career, he almost invarlably winds up by becoming a better cltizen.

8hould the taxes provided by this bill be authorized, the Navy Department
foresees the undoing of much of the constructive effort along the foregoing
lines because of the reduction in the advantages that can be made available.
I leave to your good judgment the wisdom of a course which would directly
or ind rectly impair the esprit de corps of which the Navy is so proud.

With best wishes, I am

Yours very truly,
CarL Vinsow, M. C.
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Senator Gronrar. Senator Wheeler, who is the author of the amend-
nment to which reference has been made, has also written a letter in
support of his amendinent, and without objection it will be incorpo-
rated in the record, together with the amendment itself,

(The same are as follows:)

(1. R, G087, 70th Cong., 34 ress.)

f insed by Mr. WHEELER to the bill (1. . 608T) to
authorie. Niate, y, and District of Columbla taxes upon, with reapect
to, or naasarcd by miles, Loarches e, or use of tanglble personal property or upon seliers,
purchascrs, or users of such proferly measured by sales purchades, or use thereof
occurelng in United Htates nattonnl parks, military, and other rescrvatfons or sites over
which the United Btates Hovernment may have jurlsdiction, viz :

Before the perlod at the end of the bl fnsert a colon and the following:
“Provided, That the provisions of this Act shall not be applicable with respect
to nny transuction occurring in whole or in part within any CUnited States
national park which was eatablished prior to the date of admission to the
Unlon of the 8State or Htates within the territorinl boundarfes of which such
natlonal park s located.”

UNITED BTATES HENATE,
January 18, 1040.
Hon. Par HARRISON,
Chalrman, 8enate Commitice on Finance, Washington, D, C.

My Dran Benator HargisoN: 1 wish to call your attentlon to the enclosed
amendment to H. R, 6687, which I have just introduced.

The purpose of this amendment 18 to prevent a substantinl and extreinely
undesirable increase In the prices which tourlsts from all over the United
States would be required to pay for facilities and services, meals, lodging, trans-
portatlon, ete., furnished them in certafn of our national parks. While this
result 18 not intended, it would nevertheless follow the enactinent of the bill
in its present form.

H. R, 6687, as 1 understand it, would authorize the States to levy sales, use,
and a wide varlety of other taxes upon transactions occurring upon federally
owned property, Natlonal parks are {ncluded in the Federal property to which
this anthorization extends, and as a ] e this e would permit the
States to levy sules, use, franchise, Heense, registratton, and other slmilar taxes
upon the facllitles and services furnished to tourlsts in the natfonal parks,
and upon the persons who furnish these facllities. The levy of these Htate taxes
can have only one result——a substantial increase In the prices which the
tourlsts must pay for these facilities and services. That this increase will be
substantial {s shown by the fact that in Yellowstone Park, for example, there
are no less than nine Wyoming taxes which would be applicable if the bill is
engcted without: the suggested amendment,

In the case of certain of our natlonal parks, pecullarly situated because of
the circumstances surrounding their creation and the retention of exclusive
jurisdiction by the Federal Goverament, this increase In the cost of facilities
and services furnished to tourlsts would not be desirable. These parks, of
which Yellowstone in Wyoming {8 the largest and most important, were created
prior to the formation of the States in which they are located, and the Federal
Government reserved and has always exerclsed exclusive Jurlsdiction over them.
Permitting the States to levy taxes in these parks as suggested by H. R. 66S7,
would impede the promotion and development of such parks as recreation centers
for the public.

Furthermore, State taxation in these natlonal parks is not necessary to
accomplish the purpose of this bill. According to the reports of the commit-
tees, it 18 designed to permit the levy of State taxes on sales made to persons,
residing on small Government reservations in large communities, who derive
benefit from the expenditure of State funds for schools, roads, fire and police
protection, etc. In addition it is directed at merchants located on these
reservations, who, in sales to both residents and nonresidents of the reserva-
tion, can because of their tax exemption, undersell the local merchants. None
of these circumstances are present in the national parks, particularly Yellow-
stone Park. This park is maintained and operated by the Federal Government
for the sole and exclusive benefit of the people of the United States as a whole.
There 18 no business witHth the park, no persons residing within it, and no
property there except such business, persons, and property as are necessary
and essential to maintain the park. The many selzvlees operating in the park
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wre perittted only foir (e benefit of the towrlste and nre fegnlnted and con-
trolled by the Departimert «f the Interlor.  Pheve Is no compotition between the
restaurants and stores operating in the park and stmilny entorprises outside
the park fn the Biate of Wyoming.,  As a mutter of fact it 8 over 70 miles from
the nearest Wyoming community, Cody, to any store o vestaurant n the park,
Nov are there any vestdents of the park who derive beneflt from funds expended
by the State, and who might therefore he expected to shnve the tax burden,
On the contravy, the taxes which I R, 0687 would permit {he State to lovy
on transactions oceurring In Yellowstone National Payk would fall entively upon
the tourists who annuatly visit the park in such lnrge numboers,

Anothier observation T wlsh to mnke 18 that the State of Wyoming contelbutes
abzolutely nothing to the matntennnee of that pavk. It was oviglnally aequired,
has been nmintained, and s operated sotely with Federal funds.  There I8 no
logicnl reason why the Rtate should be permitted to levy taxes upon the tour-
fxte, who derive no benefit from the State of Wyoming and who have alrendy
aid their fair share of taxation in thele own States, even though such lovy s
ndiveet,  The State, on the other hnnd, derlvos groat benefit becanse of the
Tavge number of tourists that pies though the 8tate In order to vislt the park.

The levy of these State taxex (n the national pavks mentioned would he con-
trary to the original purpose of Congress In erenting Yellowstone Park. In the
net ereating {1, Congress deelnred that ft ghould be set npart for the benefit and
enjoyment of the people,  When Wyoming was gdmitted to the Unlon as a
State, Congress specifically provided that it should retain excluslve control and
Jurisdiction over the park. The eutire hiatory of the administration of the
park demonsteates that the main purpoge has always been to mnke the park
and it facilities avatlable to the greatest posaible number of people at the
Towest possible rates, v thir end the Depiartment of the Interlor has oxer-
cimed close supervision and control over the lmited number of private fndi-
viduals {t permits to do buziness in the park. Not only are the prices at which
these tndividuals furnizh thelr goods or gervices to the publie strletly veguluted,
but the amount of profit which these individuals may make is Hmited, The
granting of authority to the State to levy sales and other taxes in Yellowstone
Park. increaging as it would the costs of the facllities furnished, would cer-
tainly be at varinnce with the past policy of Congress nud the Government in
dealing with the park.

1 understand that the natlonal parks at Hot Springs, Ark, and Dlatt, in
Oklahoma, would also be affected by this amendment.

I shall appreciate it very much if you and your committee will consider these
observations carefully in connection with the study of this meuasure and hope
it is possible to have my amendment included (n the bill should it be reported
out agafu.

With kindest personal regards, I am,

Sincerely yours,
(Signed) B. K. WHEELER,

Senator Grorar. I will also insert in the record at this point the
communication from the Attorney Genernl, which has previously
been referred to.

(Thae letter is as follows:)

OFFICE OF THE ATTORNEY GENERAL,
Washington, D. C., Fcbruary §, 1930,
Hon. PAT HARRISON,
Chairman, Committice on Finance, !
United States Senate, Washington, D. O.

My Dear Sexator: I desire to call your attentlon to certain complications
that may arise if the bill (H. R. 6687) to authorize the levy of State and
Territorial sales and personal-property taxes on Federal reservations should be
enacted in its present form.

The legislation proposes to authorize the levy and collectfon of Federal reser-
vation of State and Territorial taxes with respect to or measured by sales, pur-
chases, or use of tangible personal property. . ,

The sweeping nature and the broad scope of the legislation might result in
authorizing representatives of 8tate taxing authoritles to question Federal law
officers and inspect books and records of Government departures located on
g:g&?ll_ reservations. The desirability of such a°’consummation is highly

a .
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From the standpoint of the enforcement of the ertiminal law, the leglalntion
may restlt fu an embareassment which Is probably undntended,  Crlininal jurls-
dictlon of the Federal courts s restricted to Federnd reservatlons over which
the Federnd Government hay exelusive Jurlsdletlon, as well as to forts, maga-
zines, negenals, doekyards, or other needful bulldings (U, 8, O, title 18, gee.
461, par, 8a). A questfon would arlee as to whether, by permitting the levy
of salex nwd perronal-property taxex on Federal rexervations, the Federal Gov-
ernment hinw ceded hitek (o the Btates 1ty exelusive farlediction over Federed
reservitlons and hax retadned only concurrent Jurisdiction over such areas.
The result mny be the loss of Federnl erlminngl Jarledietion over numerous
reservations, which would be deplorable,

It I suggested that 1f the bill {8 to reeelve favorable eonslderation, it should
at Jeast be amended by adding a saving elause preserving Federal criminal
Jurlsdictton,  Hueh o cluuse may be phrased ag follows—

“Provided that the provislons of this act shall not be construed as in any
way divesting the Unlted States of Its exelusive Jurlsdiction over any of the
foregolng lnnde, or as precluding the acquisftion of exclusive Jurlsdietlon over
lands hevelunftor acquired by the Unlted States, for the purposes of the provi-
rlons of geetion 5330 of the Reviged Statutes,”

Sineerely yours,
(Blgned) Rouverr H, JAUKHON,
Attorney dcneral,

Senator Grorae, Senutor Brown, is there anything further or any
questions you wish to ask.

Senater Brown. There is nothing further from me, Mr. Chairman,

Senator Geonoe. That will conclude the hearing, gentlemen, unless
thero is something else to be submitted.

(Whereupon, at 12:55 p. m., the hearing was concluded, and the
subcommittee adjourned subject to call.)



