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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548
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By 3¢

Dpar Sasator Proxmirar

Raferance Is mads to your latter datsd Getodar 3. 1972, reguesting
cuy ¢omments on a letter vecedved by you from Mr, son ..
carning the levy of State sales tax on materiale wsed in cmamats.en of
federally funded m axenpt institutional buildings,

Coneerning the paysent of State salas txees gemerally by the United
.Btates, our Office has held that the gquestion of whether the United States
is required to pay fox an ltew procurad In a Statz at a price inclusive
of the sales tax Imposed by that State rssis wpon & datsmminmation of
: whethar the incideucs of the tax 13 on the vendor or on the vendee.

. Whara ths insidanen of the tax ig on the vendor, the United States has
no right--apart fyom State law ov BStata sta‘.n..@ry ragalstions mﬂl,,dbed
tharsunder by State authorities—io purehase {o¥ lsaza) ltems within the
tarriterial jurisdiction of the Stats on a tax firee ~ Bee A_\abam%
ing and Renrer, 314 U.8, 1 (19‘!}}-) 24 Ccﬁijh Gana &072[;4&): 3" Cmp.
Gen, 423/(2553); 1d. ST7K(1953); 33 Comp. Gam. 433/(1954); end 43 Ceup.
Gen. 719/(1562). On the other hand where the incidence of the tax is on
the vandea, the Dnited Stateg in purchasing or lesasing {tems for officilal
uzs iz entitled under its constitutional prerogative to make purchases or
to Iease free frow State taxes and to wecover any amcust of such tayes
vhich way have baen pald by it.
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Further it has been held that a Siate salea tax, the legal inzddence
which falls on the vandee {buyer), does not infringe the constitutionsl
immuodty of the Covermmant vwhere it is determined that the Goverment is
not in fact the “purchaser” within the weanlng of the tax statute. BSse
.&J.nhma v. Kiog apd Boozer, supra: and Undted Skakes v. Boyd, 378 U.8. 3%

- (1555 Cf. Kevnlumevick, Ine, v. ox}ﬂrlﬁck 347 TL5. 310 (1954),

Under Wiscongin law (scction 77.54(%a3) Wisconsin Statutes, 1569),
s8alea to entities orsaniszsd and operated exclustively for religious,

' charitable, selentific or sdupational purposas would apparently be exsmpt
from the State sales tax, Also, under the ssme law {section 77.55) sales
to the Unjted States or any of itz agoncies ox iostrumentallties wuld be
exsupt from the State salas tax. However, the asane exaaption would not
spply to sales made to Govermsent contractors or apparently to sales made
to contractors performing work in Wisconain for tmx-exempt intitations,
becauss neither the Govermment nor the tax-erempt institution would ba

the “purchaser” In such cdreumstances, onless the contractor imvolved was -
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acting only as purchasing agent for the Governmment or the tax-grempt
institution, See Alabama v, Ringy ond Boomsx, gupra; snd United States
v. Boyd, supra; cf. Kezanumeriek Ine. . ucu'lcck SUPLa,

Insofar as Federal grant fumds sre concerned, we have held that grant
funds paid over to a grantee become funds of the grantee (ro be used for
purposes of the grants) apd ares not subject to the various restrictiocns or
limitations imposed by our decislons or Federal statutes on the axpenditure
by Fedoral agencies oF appropriatinns, in the absence of 2 esnditdom i
the grant auanifirally preseribing to the gontyary., Hew 28 Coap. Gen, 5éﬁ//

 {1948) and &3 Comp, Gem, 697Vf1964) Fuyther in 37 Comp, Gen. 83Y{1957) we
held-—quoting from thae syllabugs~—

"Pedersl funds which are granted to the States for esopera-
tive agricultural experiment work becoms Staze funds subject
only to Btate rvestryictlons and the States in disbursing the
grants nay not b2 considersd agents of the United Statces;
thereforae, no objection is made to the payment from such
¥edaral grant funds of pondiscriminatory State sales taues
on sarvices and supplles procurad by the States, as pur-
chasayg, to carry out: the purposes of the grant. 14 Comp.
Gen. 747, overruled. :

”?anznt of State zales faxes on purchases nade by the
iy States for pgriculiural extension apd experlzment work
= for vhich rha State recelves Federal grants s nof to
= be regarded as a diversicn of funds for a purpose not
authorized in the grant but rather is to be regarded
as incident to the purpoee of the grant. 14 Comp. Gen.
747, overruled.' - C

In light of the fnragning we would have mo baslsz to question the
lovying of a State sales tax cu purchiasés made by o contractor under x
contract f{inanced by a grantee from Federal grant funds.

Ve trust that the Fovegeing will bs of zssistasee te you in veplying
to your constituent, :

Sipceraly yours,

= ‘ R.F.KFLLER
i . [peputy Comptrellsr General
E . of the United Staties

The Honorable William Prommire
United States Seuale
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