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i Eouston, Texns - /\

Dear Byt | VoA

e 1 matlon we have received,
apesy, Tns,, purchased orude
sri¥uidora de Petroleos Xexicanos,
) overnment of Nexieo, This oil was bWt
E e\t : 3 for the sole purpese of refining it
at thy purchassPis refinery at Eouston, Texas, and export-
e refinad ppdducts to foreign aountries; sad prier
_ g ¢rude cll, the Zasteran States Petrolewm
- Cempary, X posted a hond under the provisioas of the
- Custems Dy Xaws 58 c0difled under Title 19, Section
1311, United Btateps Cods Annotated. The dond recited that
3sig company “has fimde appliocation and deen authorized %o
operats osyrtain bonded manufasturiz warehcuses of Class
§ for the purpose of refining certaln articles, nasely,
Petrolsum produste for export™, and sald bond was in ths
Usual form and provided 4 it would bs vold "if the goods
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entered within the pericd named shall be used foy the 80le
purpose apecifised herein and 4if the articles manufactured
or produced thersfrom shall be preperly withdrawn and truly
exported from the Unlted States within the period allowed
by law oy rvegilation, and zhall not be relanded in the
Uhited 3States without grcrpor entry thereof, . . " Sald
bond was in effect during all of the time that the orude
oil - and the refimad produocts thersfrom was in the United
States. All of the orude ol) in guestion wes rsfined inte
varisus products, and all of snid products wers exported
in accordance with the terma of the bhond.

The answer $0 your question depsnds on whether
or not the levying of a State and County tax on the arude
oll and refined produodts in gquestion conatitutes an inter-
ferencd with a rsgulation of forelgn commerce by the Coa-
gress of tha ted States. ' K

Article I, Seotion B, of the Constitution of the
United States; reads in part as followss

»The Congress shall have powsr . «+ . %o
regulate Gommercs with foreign FRatlons, and
among the several States, and with the Indian
Tribess «» « " :

That power is explained in 11 Anerican Jumisprudence 14 in
words as follows; i

*. » » The power to regulate comxeros with
foreign nations, confarred upon Congress by the
Constitution, 1s exclusive and plenary; its ex-
sxalise may not dbs limited, qualifiasd, or impeded
to any extent by state action. In faet it has
besn intimated that the powsr ¢f Congress where
oxerciasd in respeot of foreign commerce may be
broader tian whare azereised as to interstate
CONROTOs, ’

*The power to regulate coxmerce with for-
eign natione includes the entrance of ships,
the importation of gocds, snd the bringing of
persons into the porta of the United States.™
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An sxamimatios of the United Stetes Internal Rev~
snue Cods shows that Congress has imposed a Auty on orpude
petroleun imported into the United States and on gasoline
and lubrioating oils 30ld in the United Siates, Title 28,
Sections B34lz, 3413, 3420 and 3421, TUnited Btates Code
Annotatad, Rowevsr, such produota are oxempt from sald
duties if they are mads from imporsed occumedities and are
duly exported and a bond guarantesing such posted as re-
quired by law, Seetion 1311, Title 19, United States Codes
Annotated, reads in part as follows: _

*All artiocles manufactured in whole or in
part of imported materials, or of materials pud-
oot to lanternal-revenus tex, snd intended for
exportation without being charszed with duty, and
without having an internal-revenue stamp affixed
thereto, shall, under such regulations as the
Seoretary of the Treasury may prosoribs, in order
to be so manulfaotured and exported, te made and
migufactured in bonded warehouses similar to
those known and designated in Treasury Regula-
tions as Yonded warehouses, class six: Provided,
That the manuf'acturer of such artioles shall
tirst give szatisfectory bomds for the faithful
observence of all the provisions of law amd of
sueh regulations ae shall be prescrided by the
Beoretary of the Treasuryt « . .

"¥hensver goods manufagtured in any bonted
warshouese sstudblizhed under the provisions of
the preceding pesragraph ahall be axported &irect-
ly therefrom or shall be duly lsder for trans-
portation and ixmsdiate oxportation under the
supervision cof the proper offiser who shall de
duly designated for that purpose, sush geoods
st2ll be exanpt frox duty end from the require-
zan%s, rslatinz to resvanue atmmps.”

The vil and the produets in this oase have been
handled under the supervision and regulation of tw United
States Covernmeat shroughout the entire time they were in
Texss, Ve cannot esoape the corclusicn thatan attempt on
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the part of the Btate of Texas, or any subdivision thereor,
to tax said produats would conasitute an interference with
foreign commerce. This conolusion is borne out by the hold-~
ing in the cass of MoColariok v. Gulf 01l Corporation, 309
U. 8. ‘1" 84 LQ Ed. 840, 80 Bup. at, 694, in whioh the cit,
of Hew York attempted to impose & sales tax on the sale of
petroleum fmﬁuots- that had been refined from imported crude
oll and sold to vessels engaged in fareign commerce, the
seme having been dons under a bond, in acoordsnos with the
Federal statute, posted for the purpcse of gusrantesing that
the manufactured preducts would be exported so that they
would esocape oertain Federal dutles} and in kholding that

the Clty eould not impose suoh a tax the Supreme Court of
the United Btates paid: .

*Prom the time of importation until the
moment when the bunker 'C* oil is laden on ves-
sols engaged in foreign trade, the imporded pet-
-releuws and 1ts produot, the fuel oll, is seg-
reguated from ths common mass of goods anmd prop-
erty within the state, and is subjest to the
supervision and control of faderal ocustons o~
fisers, It cannot lawfully bs removed from the
manufacturing warehouss exoept for delivery for
use as fuel to a vessel engaged in forsign com~
perce and it cannot lawfully de diverted from
such destinetion and use end ocannot, after de-
livery tc the vessel, be landed in ths United
States. Throughout, the oil 1s sudbjeot to she
obligation of respondent's bonds that it shall
remain under such supervision and control and
shall not be diverted from its ultirmate destina-
tion as ships' stores.

vArtioles 942 of the Customs Regulations of
1931 provides that 'merchandlise in bonded ware~
house 18 not subject to levy, attachment, or
other process cf s State oourt. ..' and that
"inported goods in bondled warehcuse are exempt
from taxation under the genersl laws of the
several States,' . ., .

»The statutes and regulations taken to-
gother operate as rsgulations of foreign com-
meyee, as i he legislative history shows they

421
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ware intended to 40, + ¢ o

", «. «» The congresaional rezulation, read

in the light of its purpose, iz tantamount to a
declaration that in order %0 accomplish consti-
tutionally permissible ends, the imported mer-
chandise shall not beoome a yart of the common
mass of taxable property within the state, pend-
ing its disposition a3 ships'! stores and shall

_ not become subject to the state taxing power,
» s +The state tax in the oirscumstances pust
fall as an infringement of the congressional
regulation of the commeroe, . + "

Cur answer t0 yocur question is that the imported
erude oil and the ref:dimed. rroduots about which you esk,
and whioh zre covered by the bond posted in aoccordanoce
with Seotion 1311, Title 19, U, &, C., 4., are not subjeot
to State and County ad valorem taxes,

Tours very truly
41
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