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I, 

EX-OFP'ICIO MEMBERS 

WILLIAM G. MCADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

Noverrber 22Jl918o 
X--1281 

SUBJECT: Revenue Starrps. Dr~fts drawn to finance sales 
of goods -to Allied Purchasing Con:n:ission. 

Dear Sir: 

W. P. G. HARDING, GOVERNOR 
ALBERT STRAUSS, VICE GoVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 
--· -,£,-, .... -
J. A. BRODERICK, SECRETARY 
L. C.· ADELSON, AsSISTANT SECRET All-Y 
W. T. CHAPMAN, ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL MiENT 

AODitESS ltEPL Y TO 

FEDERAL RESERVE BOARD 

heferring to the Doard's letter of Septerrber 16,1918; No. X-1196;. 

on tho above subject: 

The Board~s attention has been called to the fact that soie 

difference of opinion exists as to the proper intorp:::-etc.tion 0f the ru.J inc 

of the Commissionur of Int0rnal Revenue in this connection. 

To clear up any misundersta:1ding> thJ question was af:'ain referrsd 

by Counsel of the .Oo21.rd to the Corrrriesioner of Internal Revenue., and there 

is enclosed for your inf ornation a copy of Counsel 1 s lett0r ?..nd reply theretc 

of the Commissioner. 

Very tru.ly yours.., 

Governor. 
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COPY 

FEDERAL RESERITE BOARD, 

Office of Counsel 

Hon. A.A. 0allantine1 

Solicitor of Internal Revonue 1 

Washington 1 D.C. 

My dear :W.:r. Jallantine: 

Novecber 6,1918 
X-1281 a· 

In June we had son:e correspondence on the subject of revenue stamps 
on drafts drawn to finance s:;:.les of goods to the Allied PurGhasing 
Conr.ission1 and your office finally ruled e1.S foll o.vs: 

"It is accordingly held that the stamp tax imposed by 
subdivision 6 of Schedule A of Title 8 of tha Act of Octobar 

3,1917, does not attach to drafts on domestic banks in connect~on 
with the shipment of articles from the interior to the seaboard 

where such articles have been sold to the United States .3.gent of 
a foreign purchaser for export under circumstances entitling 
the transportation within the United St.3.tes to ex:?nrption from 
the transportation tax." 

The Federal Rsserve Banks and n:ember banks .vere advised of this 
ruling through the Federal Reserve Bulletin, but it appears that the 
interpretation placed upon it by banks in different parts of the country 
is not uniform. In some instances counsel have advised the banks that 
drafts dra:nn in connection ,'fith the sales to the Allied Purchasing 
Commission are sv.bj act to the tax unless accompanied by shi)ping documents 
or other evidence showing that the period the draft is to run is more or. 
less coincident Nith the time C"Qnsumed in the shipment from the intGr:i.ol· 
point to the place .from -nhi.ch the exportation is to b0 ror-~.de. 

In other instances counsel have taken tha position that if the· 
drJ.fts are drawn in connection vith the actual sale to the Allied Pur­
chasing Corrn:ission., they are sxerr.pt fron: the stamp t::~.xJ nhether or not 
the time the draft is to run is a longer period thJ.n would ordinarily 
be consun.ed in the domestic shipn:ant of the e:oods. In order that the 
rr.atter may be definitely determined., will you be good enough to let n:e 
kno;f v'lhich of these is the correct interpretation of your ruling. 

Respectfully J 

M.C. Elliott, 

COUNC.EL. 
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.· 
TREASURY DEPART1v"ENT 

Office of Washington1 

Corudssioner of internal Revenue 

Hon. M.C. Elliott,... 
Counsel, Fed.e:t"al Reserve lJ;ard, 

Washington} D.C. 

My dear Judge Elliott! 

l,J.. P,_· ~1 
r:... ·. 

Noven:ber J.913 
X-:!.281 b 

Reference is made to your lett.er of Novem1:er 6.J918J relative to 
the n:ethod of determining whether a draft on a dt1mesti~ bank is exempt 
from starcp tax within the rul:.i.nz of tho letter to you on j'une 19th1 on 
the gl.ound of its connection with an e:cpol"t ~;ransacti:m. 

The reason for holding such a draft exempt. is) as stated in the 
letter of June 19th, its direct connection wi tn a r·rot~ess of expo::-ta-:ion; 
it provides a financing rr.ethod which permits the ex~Jortat~on to ber;in. 
This connection depends soJ.ely on the function of the drait and no·\; a·~ all 
on the length of tirr.e which the draft h.as to ru:..1. The letter of June lSth) 
stating that even though the draft is to be paid bef.ore the ocean vcyage 
begins the connection with the export ·~ransaction is not thereby a.tfected, 
necessarily holds that the length ot life of the draft is i~aterial on 
the question of exerr~tion. 

The ground of exemption is the function of the draft to finance 
an export transaction. Therefore the draft and attached papers should be 
examined to see that the draft represents all or part of the price of 
goods bought for export and placed in a course of expol~ in one of the ways 
specified in Article 31 of Regulations 42. 

Respectfully 6 

DANIEL C. ROPEH .. 

C01i·N:ISS I ONER .. 
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X-1281 c 

_JR'24S!JRY DE?AP.T1'.ENT 

.Jfuited ~ta+,es X::.rte;."!'.al Rev~nue 

E_egula t ions N o,._jJ.~ 

A_rl, 31. Charges on property shipped ior expor·~., and actually e..xp,rtl'3d 11 

exempt from tax.-- Amounts I'aid for the exportation of property 'in 
the course of exportat~.on to foreign ports or places are held to ~e 
exempt from the tax itn?OS0~ ~nder sectio~ 500 of the act. Property rray 
be deetted to "ue 5.n 'tne course of exportation when it moves under ar:y 
of the follaning conditions: 

(a) Under a through export bill of lading; 
(b) Under a domestic bill o1 lading o• receipt on which, at point 

of origin, "For exp!'>rt ", is rrarked or the f on~ign consignee and 
destination are specified; 

(c) Under a through bill of lading or through live stock contract to 
a place in Canada or Mexico. 

(d) Under a domestic bill of lading or receipt rrarked., at point o£ 
origin, "For export"1 wherein the Food Administration Grain Corpcration6 

Director of Overseas Transportation, British Admiralty,, or any export 
representative of the United States or of a foreign Government, approved 
by the Con·missionsr of Internal Revenue, is named as consignee .. 

Provided that .. in either case (a) or (b)~ the property so consigned 
be delivered to ~ vessel clearing to a foreign port or place, and a 
ship 1 s receipt is taken therefor1 or, in case (c) the property so 
consigned ba delivered at a place in Canada or Mexic:o1 or, in case (d)) 
the property so consigned be delivered to suph consignee. 

If, when property is delivered to a carrier for transportation, it 
clearly appears that such goods ate in the course of exportation as 
provided in clause (a) 1 ~b) 1 (c), or (d) 1 no tax shall be collected on 
the amounts of any otherwise taxable charges prepaid upon such property; 
but1 unless such property is delivered in such rr.artner as :i.s spQcif ied 
in the providQ to such clauses) the total transportation charges on such 
property, from the point of origin to destination1 are subject to the 
tax, and such tax must be collected as and when the tr~sportation 
charges thereon are collectad, if the transportation charges be billed 
collect 1 or, upon dalivery of the consignment) if the transportation 
charges) or any of them1 be prepaid. 
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