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COMPTROL.LER GENERAL OF THE UNITED STATES 

WASHINGTON, D,C. 20548 

t,WV 3 O 1972 

Il$feranee is mads ti> your 1ett&r dated Oetober 3 .. 1972. :--eq~ting 
CU% ~ts O!! -a letter rueived by 10tl fr®t M?! • <ton- . , 
caning the lw, of State. hles tax en Mte:d.als Uffnd in cmli.1t...--uct:ton of 
f ed-LP1:llly funded tax a:&pt institutional buildin~s,. 

~'~., 

Cooo~n; tha pay.a~t of St&ta aaln# ~ g~n-ally by th~ United 
-Suuail -our OU:iee llas held that the. qu.imtj.on o! ~,eth~ th~ Unitoo Stat&£ 
u t~q,u;ired to pay foi: an ite.1 procurad in a State.at a prtc.e inclusive 
of t.hw •tlea ux b:p;;31~ by that s·ta.te r"t~ ur¢!! -~ d-et-e..~t.ion etf 
Yh~t:h-er th4 itud,danc:,~ t:1f tle. t..1:x is on. tlie vendor m: ~ t~ v~~-
Wh~2 th~ ~id~MI!. of th~ ~ is Q~ the -vmtdcn:. ~he United Stat~ has 
no riaht.-ap.u-t from State. l.w -ot'· Sta.ta sututory ·r.~'lJlt.ltion.$ p:romultated 
tbe~wiuier by State a:uth..lritii'a-t¢ ~~~a~ (~~ l~l!) it~u within the/ 
t!ttritot'ial ju.tu.diction cf the St.at.a ou a tax f~~ l:t~.. See :Ala~v. 
K..!!i.& a:n# ~Z!,t:.t 314 u .. s~ l (1941); 24 Caillh G~,,.- 1.$W(1~44); 32 Comp. 
Go. 423'f~9S3} ~ id.. s11Af19s)}; 33 Comp. Gan~_ 4S:Wtl954}; a.oo 41 C~p. 
Gen. 719V(l962). On the oth~ hilnd ~er~ the itteid~e of the ~ is on 
tha venitaa, the United State$ h. pu~well!g -or lee.Jing iteis fo-r off~ial 
us• is. entitl~ under its eorultituti.Qn.,1 }')l.'e.'rogati-.,e m make put'ehitsfi or 
to leue free from Stat.et tax-es and t-o ~~OV-8l:' any a:.:cunt of sueb tnea 
wi-ah 1na1 rur,e b~~ paid by it. . 

' 
ll'ttrther it has be.en held that a Stat~ salti ~, th!il lagal iw:id~1.1e 

which· falls on tha vendee (buyer), dol!S not infringe the ~D$'titt.td.(lnal 
~nit:y of ti..1e Oovernmmit- where it 1B determined that the Covenmeat b 
not in fiu:t th~ "p:ur~hasertf withul the meazdns of tha tax statute.. S;ea 
J..hba:ma v. KityI a~-,~~~ t!],J?.!~; and U:r-J.t~ St,at$8 -..i. J3i?zd~ 378 U.S. 39 
(1964). fl- X«tn"'l.umari~§::. ,~<;;-- v~ Seu~to,.,qkJ:- 347 u.s,. 110 (1954), 

Undu Wis;;cnain J.ay (aect:lon 77 .54($41-) Wiationsin Statutes. 1969) ~ 
sal~ to mtit.1" <:i'l'gani~IM and operated ex.elus:tvely fo:r rt!ligioua, 
chari~le, acieuU.fi¢ or educatio:oal 'Plll'lX)SOS "-"OU.l.:d a:pparently ~ e:einpt 
front the State sales tax. Al$01 under the same law· :{:section 77 .S5) sales 
to th~ United States o:r- AllY t'1£ its as.enc.as or il:tatnm.ep:t4Utiti ~d be 
G.Sllpt · froi:t the Statu sales tu. B.wev-er,. the. ~ f;tltat,.pti.on wul,d no.t 
apply to sales made to ~-erment contl'aetora or· apparently to sales made 
to -cr>ntr.Y).c~r-• pex'fcmung wxk in Wisconsin. fQr- tu""Q•Pt intit;.utions. 
~.c neithe"t the ~t nor the ta.-x---exem._pt. iustitution w.ould be 
the 0 purchas~•1 in such ciroumstane€1i1t unless the ccntr.actQr involv~ was 
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actiti!:'; only aa pu:rchasing agent ,for the Government o~ t1ie ta~,;.e..'"'t€mpt 
institution.. See_.A.la..bam.a v. j(iy., s,~.d _B~ozer, SU£Q) i:tnd .Yn~t~<L:S·t~~!il 
v • .Boy;d • fo.Jmra; g. !(ern.-LU1D:er:S:,ek1 Inc·. v., E.!itl!..l:lock; .~'ffir<!• 

71.6. 

I11Sofar as Federal grant funds are cou.cerne<lt we have hel,t that (;rant 
funds pai<l over to a grantee becone fun-is of the g?'a..'l1t.ee (t;o be used for 
purposes of the g:x:ants) .and are not B'llbjec.t to th~ various re.-strictiollS or 
1:imitationa imposed by OUl' decisions or Fedetal statut.es otz. tha O.."{p(';n.d.iture. 
by v~.d-er~1 age.neiets of appro-priat:1.Qns, in the ~bGellCtl: of a conditio-r, i.n , / 
the grant spaeifically presc~Jbing to the ~on:tt"ary. Se~ 28 Co~nf.· yen •• 51IV 
(19M) and 43 CCl!lp .. Gan. 697¥(1964). Fu1:thar in )1 Coop. Gan. n5Y(1957) we 
held-quoting from the .syllal-1us·•-

n1ed~ra.l .funds whicl1 are granted to t11e · States fm:- cooi,era­
tiv.e tt@ricultu:ral ~erim.en.t wo-rk. b-eeome ·State f1~--w~ subject 
only to State te$'trictions and the States in disb~i.-sing the 
gra:nt:l:f m.ay not b£ c.ou-sider~d agents of the united States; 
tb,arefore, no obj.ection is made to the payment ftpm such 
Ji'~cl~rs.1 grant ~unds of· .noP..diacr:unillatoey State .sales ta:-:es 
on Sib.-Viaes and su1tplies procured by the St-'1.tir...s, as pu:t­
chasttrs, to ca,:cy out: the purposes of tl1e g-ra.nt. 14 Co.'Up. 
Gen. 747., overruled. 

0 l'avmmt of S·tatti: salee tazaa on -pu~chasJas 'P.\a.<le by the 
Sts.teli for a.g_ricultural. exten.sion and l1!;}.tperiment work 
for t1hich t;he St.ate receives Fe<lr.tt.al grants b oot to 
be r~arderl as a diversion of funda for a p'urpose ·not · 
authoti~ed in the grant but rath&r is to he-reg~rded 
as incident •to t:he purpoae o.f. the gro.nt.. ll; ·-con1p. Gen. 
747, ovex-ruled. 11 · 

In light of the foregoing we would hav~ no basis to question the 
levying of a State aal~s tax .en purchases made by a contractor under a 
cont:ra(:t financed b.y a grm1tee from F.e.dex:al grant fol.lds .. 

He trust . that the f',">regoing. idll he of m.ssista.nee to you :i.n :replyi-ri.g 
to your corutti.tuent. 

Since:re.ly yours, 

. F..F.KEI.LER . 
f Deputy· Comptroller General 

The l-1',non1ble William Proxmire 
United States Ser1!:ite 

of the· Unit~d Stal~~$ 




