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LUSSTION: Is lncome recelved
States Governmznt obd
taxablie under the nr
the Avizona State In

The opinicn of thils offlce of the Ttaxsbility of income roe
be!

ceived from Lnited States Govervnment obli;ations under the pro-
vislons of "Ihe Income Tax Act of 1933", as amcnded (4.0 A,
1823, Saotion V3«1501 to Seetion T3=1551) is based on bLhe

e ? k1 23 )

- \)w-:.O".’»:Ln,‘g .

Section 73=-1551, A,C.A, 1939, reads a8 Follows:

"The taxes hercin levied zhall nct be cone
strved Lo annly to income which under the
constiltution of the Unlied States, the
state of Arizona 48 prohiblted from taxing,"

Tha Ualted States Constitutional vrovisions involved ere
Article ¥I, Clouvse 2, which makes the Constitution cf the United
States "the Suprome [aw oif the Land; and the judses in every
stale phall ve vound thervebdy”, and Ariicle L, Seetion &, (laugpe
2 0l the “onsilivilon which srants to the Conigeess of the United
States"the pawer 'to borrow money, on the credit of the United
Statas o

Pursuant to the above, the Congress has enacted the followe~
ing:
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"Fxcept as otherwlze provided by law, all
stocks, bonds, Trecusury notes, and other
obligations 0f the United Statesa, shall be
exempt i'rom taxation by or vnder State or
Hunleipal opr local suthority.” (R.S.

Secs 370L) (21 U.SaCl.A. Sec,e Th2)

In the recent case of Commonwealth v, Curtig ﬂulemnénv
Company, 303 Penne 250, 69 I aLJ {zeided on lLovemoer 22,
TS, e Supreme Court of Pennaylvania used the iollowln&

language:
"It is settled low that a stoate tax immosed
AlrectTly Uswa vadleod BLabes HacurLoios or
the Inverest derivod Chnrereen ¢eniou Lo
sustaincds 41 aoa LRWESTEIN . utlalk Lile
incurance (Oe Ve Wisconsin, 275 U.S. 136

3
&b S. Ct, 55, 56, 72 L, Td, 202, the United
States Supreme Courtc sald: 'IT cannob
be denied (and denial is not attempted)
. that bonds of the United States are bee
yond the taxing vower of the states, Home
Savings Bank v, City of Des ¥olnes, 205
UeSs 503, 509, 27 Sa CC. 571, Bl L. Ed.
301; Par*ers' & Mechanies'! Sav, Bank v,
lMinnesota, 232 U.S, 516, 34% S, Ct, 354,
58 Le Ede 700; and First National Bank v,
Andarson, 209 U.8. 241, 347, 46 8, ct.
135, 70 L. Xd, ?05. uxrtﬂinly since
Gillespie v, Oklahoma, 257 U.85. 501, 42
S. Cte 171, 66 L, Bd. 23%, 1t has been
the settled doctrine here thet where the
prineclpal is sonsolutely ilinmune, no valid
tax can vYe laid uvvon Income arising
therefrom, 10 ftax thils would amount
practically to laying 2 burden on the
exempted prinelnal, Accordingly if the
challenged Act, whatever c2liled, rea2lly
lmposes a direct chorge unon interest
derived from United States bonds, it is
pro tanto void.'"

In the case of New Jersey Realty Title Tnsurance Co*éanv v.
Division of Tax Aopedlyd in Levsviment OFf Joxation and LFinanc
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of lew Jevsey, el al, (338 U,5, 665, 70 §, Ct. Revorter §13)
decided pFepraary o, 1950, the uUnlted States sSupreme Court ruled
as icllows:

"4, Taxation

The federal statute gencrally exenpting
Interest~bearing oblipations of the United
States frow state and local taxation was
enacted to prevent taxes which diminish in
the slightest degree¢ the market valus or
investment attrusctivencss of obligatlons
issued by the United States in an effort
To secure necessary cregit, 31 UeS T b

B Th2; U.S.,CoA. Const, art, 1, 4 8,"

%5, fTazation

The federal statute generally exempting
interest~bearing;, oblizztions of the United
States Trom slate and local taxation also
exempts accerued but unpaid incerest on
federal securditles, 31 U.S.C.A. B8 T42,"

fhe court in the zheve case in commenting woon the failupe of
the Congress %Yo include the words "and interest thereon” in Sectlen
3701 of the Revised Statutes (sbove auoted) used the follcwing
danguage, at page 419 of the Supreme Court Reporter:

" % % # Conopess on cceasicn has exnressly
declared an exemption ivem state taxation
of interest on Iederal sccuritiss, ang we
do not find a contrary purpose disclosed
by the omisslon frowm 8 37CL of the phrase
tand interest thepreon,'”

Therefore, we are of the opinion that income received #vom
Unlted States Government Obligations is not taxzable under the
provisions of the Arlzona State Income Tax Law,
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