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Tax Sales rendered ineffective by property involved in bank-
ruptcy court by operation of Frazier-Lemcke Act.

February 24, 1941.
Mr. Edward D. Koenemann,

Executive Secretary,
State Board of Tax Commissioners,

241 State House,
Indianapolis, Indiana.

Dear Sir:
Your letter 'of February 10th asks the question, "how the

Frazier-Lemke Farm Moratorium Act affects our tax sale for
delinquent taxes." You enclosed letters from two county treas-
urers which seek answers to separate questions but which

involves chiefly the question, as quoted from one of the enclosed
letters, as follows:

"We have one or more tracts of real estate in our
County that are subject to Tax Sale this year. I have
discovered indirectly, that the owner, or owners, have
availed themselves of whatever relief the Frazier-
Lemke Farm Moratorium Act may give.

"Now, my question is, do I have the right to advertise
and offer for Tax Sale this property the same as any
other property which is subject to Tax Sale, and if pur-
chased and 'Certificate issued, has purchaser of Certifi-
cate the same standing as had the property not been

under the Frazier-Lemke Farm Moratorium Act?
"One tract of real estate which I have particularly in

mind, has been offered for sale in the 1939 and 1940
Tax Sales but not sold, which makes it eligible to be
offered at High Bid this 1941 Tax Sale. This property is

under the Frazier-Lemke Farm Moratorium Act."

Generally speaking, taxes levied by a state, or political sub-
divisions thereof, are not classified under the bankruptcy laws
as- debts. They are imposts levied according to law to raise
money for the support of the government and are not to be
classified with the debts or claims, whether secured or other-
wise, of creditors. They receive priority of payment over the
latter.

New Jersey v.Anderson, 203 U. S. 483.
In re Reimer, 82 F. (2nd) 162.
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In the event of tax sale of property involved in a bankruptcy
proceeding the purchaser of such property holding a tax certifi-
cate likewise does not stand in the relations of a creditor, since
being subrogated to the rights of the state or taxing unit. This
applies, howevèr, to the actual taxes levied and interest thereon
due and collectible by the state under state statute. Distinction

is made in the decided cases, however, between interest (com-
pensation) and penalties (punishment). The latter are held to
be charges not collectible either by the state or by certificate
holders, as not being considered a part of the tax.

In re Minoque, 39 F. (2nd) 239.
Dayton, Trustee, v. Stanard, Treasurer, 241 U. S.
588.
United States v. Childs, Trustee, 266 U. S. 304.

Since the tax, including interest, but excluding any charges
which amount to penalties, is alone collectible in a bankruptcy
court, it is clear that while the bankruptcy laws, including the
provisions of the Frazier-Lemke Act, do not prevent state tax
sales, they in effect do so, and tax sales, therefore, involving
such property would hardly be practicable or serve any useful
purpose.

Applicabilty motor vehicle fuel tax to gasoline purchased by
. government on construction project.

Honorable Richard T. James,
Auditor of State,

State House,
Indianapolis, Indiana.

Dear Sir:
I have your letter of the 5th inst. in which you enclose letter

from W. B. Short, Lieutenant Commander (CEC) U. S. Navy,
Offcer-in-Charge of Construction of U. S. Naval Ammunition
Depot, Burns City, Indiana, reading as follows:

"Reference is made to the question of state tax on
motor vehicle fuels delivered to civilan contractors for
use in connection with government projects under cost-
plus-a-fixed-fee contracts. .

February 25, 1941.


