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TAX RATE EXTENSION ACT OF 1956

MARCs 28 (legislative day, MARCH 19), 1956.-Ordered to be printed

Mr. BYRD, from the Committee on Fiance, submitted the following

REPORT
[To accompany H. R. 9166]

The Committee on Finance, to whom was referred the bill (H. R;
9166) to provide a 1-year extension of the existing corporate normal-
tax rate and of certain excise-tax rates, having considered the same,
report favorably thereon without amendment and recommend that
the bill do pass.

I. GENERAL STATEMENT

H. R. 9166, reported unanimously by your committee without
amendment, provides for a 1-year extension of the present corporate
income tax rate and the existing rates of certain excises. The rates
of these taxes otherwise are scheduled for reduction on April 1, 1956.
The present 52 percent corporate income tax rate, without the

1-year extension provided in the bill, would revert to 47 percent as of
the first of this April as the result of a reduction in the normal tax
rate from 30 to 25 percent. The excise-tax rates, which without this
bill also would be decreased this April, are those on alcoholic beverages,
cigarettes, gasoline, automobiles, trucks and buses, automobile parts
and accessories, and diesel and special motor fuel.
Your committee agrees with the House that the extensions of the

present corporate and excise tax rates are desirable because of their
effect on the Federal budget in the fiscal years 1956 and 1957. If
these rates are not extended there would be no surplus in the fiscal
year i956 and there would be a deficit of nearly $2 billion in the
fiscal year 1957. This is shown in greater detail in the following
section of this report.
The President in his budget message made the following statement:

To reach a balanced budget in the fiscal year 1956 and in
the fiscal year 1957 it will be necessary in addition to con-
tinuing- everyday efforts to keep spending under control,
to continue all the present excise taxes without any reduc-
tion and the corporation income taxes at their present rates
for another year beyond April 1, 1956.
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2 TAX RATE EXTENSION ACT OF 1956

II. REVENUE AND BUDGET EFFECTS

The revenue effects of the House and your committee's bill for the
fiscal years 1956 and 1957, and also on a full year's basis, are shown in
table 1. Only the extension of the excise taxes is expected to have any
effect on budget receipts in the fiscal year 1956. Under existing law
the excise tax reductions would be effective for April, May, and June
in the fiscal year 1956, and the collections for the fiscal year 1956 would
reflect most of the reductions for these months. This decrease in
revenue is avoided under the bill.
The reduction in corporate taxes under existing law will not be

reflected in receipts in fiscal year 1956 because of the lag in corporate
tax collections. Most of the revenue effect from extending the present
corporate income tax rate for 1 year beyond April 1, 1956, will be
reflected in collections for the fiscal year 1957, but some effect will
carry over into the fiscal year 1958.

If the various excise tax rates provided for in this bill were not
extended until April 1, 1957, refunds of approximately $200 million
would have to be paid to dealers with respect to their floor stocks, or
inventories of taxed articles, on which the rates would be reduced.
For the most part these refunds would have been paid in the fiscal
year 1957 if these excise tax ratesare not extended. With the 1-year
extension provided in this bill, expenditures for these floor-stock
refunds will for the most part be postponed until the fiscal year 1968.
TABLz 1.-Estimated revenue gain from extension of existing corporate and excise

tax rates

(Extension from Apr. 1, 1956, to Apr. 1, 1957)

Estimated revenue gain
(In millions of dollar)

Change in rate which would
occur without bill

Fiscal Fiscalw196 lb67

O0poratcm income tax........................ 52 to 47 percent (normal tax........ 1180
reduced from 80 to 26 pera
cent).

Alcohol taxm:
Distiled spirits........................ to 2per tllon....... 90 38b
seer............................... to $8 per brrel...... ....... 1
Wine-....o.....................Various rates......... ........6
Total, alcoholic beveraes....................................... 10

Tobaoco taxes: Oarettes (smll).......... to $8.50 per 1,000............ 14 11
manuftaturs' excise taxes:

Gasoline............................ 2 to iy4 cents per gallon....... 81 219
Paeger car, ...........-..... 10 to 7percent............... 88 75
Trucks, buses, and trailers .............8 to 5 percent................ S
Auto parts ad essories ............. 8 to l percent..........6.......4 s

Total, mufacturers' exciss.. ........ ....-................ 92 "61 .4
eall taxes Disel and special motor fuels.- to 1 cents per gallon.... .. 6__
Total exci-......................................................... ... 204 92 1

Total, orporate Income tax and excises-. ..-............................. 04 ,142

Nort.-loor stoa rOunds of about $200 miion will be postponed by the exteansio o m*tk mbis

ious: Prriprd by the aff c: the Joint Comwlttee on Intrnal Revenue Taallmi

9.869604064

Table: Table 1.--Estimated revenue gain from extension of existing corporate and excise tax rates
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TAX RATE' EXTENSION ACT OF 1956

On a full year's basis the extension of the present corporate rate
will increase revenues by $2,020 million and the excise taxes by $1,166
million, making a total full-year effect under the bill of $3,186 million.

Table 2 shows the effect of the House and your committee's bill on
the budgets for tle fiscal years 1956 and 1957. Expenditures in the
budget as presented by the President for the fiscal years 1956 and 1957
are estimated at $64.3 billion and $65.9 billion, respectively. Receipts
for theseyears are estimated at $64.5 billion and $66.3 billion, respec-
tively. These figures reflect a surplus of $200 million in 1956 and
$400 million in 1957. As was indicated in table 1, if the present cor-
portate income and excise tax rates were not extended there would be
a loss in revenue of $204 million in the fiscal year 1956 and $2,142
million in the fiscal year,1957. Moreover, if these rates were not
extended floor-stock refunds of about $200 million also would have
to be paid during the fiscal year 1957. Thus, the failure to extend
these rates would remove the budgetary surplus in the fiscal year 1956
and result in a deficit of nearly $2 billion in the fiscal year 1957.
TABLE 2.-Effect on the 1956 and 1957 budgets of allowing terminations of rates T

scheduled Apr. 1, 1956

Fiscal year

196 17

Budget expenditures.............. ................................................... 6 .9
Budget receipts ..... ............................ . ................... 64.5

Budget surplus (+)....................... .................................... +.2 +Effect of termination of corporate and excise tax rates:
Decrease (-) in tax collctons................................................... 2 -2.1Payment of floor stock refunds-................2...........
Budget surplus (+) or deficit (-) without extension of rates....-.............. 0 -L 9

Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation.

IIJ. SUMMARY OF BILL

The first section of the bill indicates that this act is to be cited as the
"Tax Rate Extension Act of 1956."

Section 2 of the bill extends for 1 year the present 52 percent cor-
porate income tax rate which otherwise is due to revert to 47 percent
as of April 1, 1956. The 5 percentage point reduction will occur in the
30 percent normal tax to which allcorporate taxable income is sub-
ject. The 22 percent surtax, which applies only to income above
$25,000, remains unchanged.
The rate extension provided by section 2 in the case of the corporate

income tax makes the 52 percent rate applicableto taxableyears
beginning before April 1 1957, and a 47 percent rate applicable with
respect to taxable years beginning on or after this date. A proration
formula, already in section 21 of the Internal Revenue Code, provides
for corporations whose taxable years erlapApril 1, 1957. ~

Section 2 extends the preiient corporate income tax rate not only for
ordinary corporations but also for mutual insurance companies and
int srers.

Section 3 of the bill extends for 1 year thepresent excise ta rates
due to be automatically reduced as of April 1, 1956. These include

8

9.869604064

Table: Table 2.--Effect on the 1956 and 1957 budgets of allowing terminations of rates as scheduled Apr. 1, 1956
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4 TAX RATE EXTENSION ACT OF 1956

the excise taxes on distilled spirits, beer, wine, cigarettes, gasoline
automobiles, trucks and buses, automobile parts and accessories, and
diesel and special motor fuel. These excises are described more fully
in table 3 which shows the unit of tax and the rates before and after
April 1, 1957, under this bill.

TABLE 3.--E cise tax rates extended until Apr. 1, 1957 1

Rate ex-
tended for Rate to be-

Unit of t period from come effec-
Apr. 1,19.56, tive Apr. 1.
to Mar. 31, 1957'

1957

Liquor taxes:
Distilled spirits ................ Per proof gallon --.......$10.50....-- $9.
Beer ........-.-...---.--.a........Per barrel . ............ $9-----...- $8.
Wine:

Still wine:
Containing less than 14 percent Per wine gallon........... 17 cents..... 1 cents.
alcohol.

Containing 14 to 21 percentalcohol .... Per wine gallon........... 67 cents-.-. 60 cents.
Containing 21 t' 21 percentalcohol.... Per wine gallon ....... 2.25 ....... $2.
Containing more than 24 percent Per wine gallon ........... $10.50.-----. $9.

alcohol.
Sparkllig wines, liquenrs, cordials, etc.:

Champagne or sparkling wine -....- Per wine gallon ........... $.40..-.-- $3.
Liquiieirs. cordials, etc.. ........-... Per wine gall........ ... $1.92........ $1.60.
Artificially carbonated wines.. ....... Per wine gallon........... $2.40--.... .$2.

Tobacco taxes: Cigarettes.. ... ................... Per 1,000.................. $4---.... .$3.50.
hManufactllrer's excises:
(easoline-....................Pe.Per gallon ...------...-.. 2 cents...... 13 cents.
Passe'ger cars.... ................ .... Manufacturers' sale price. 10 percent... 7 percent.
'Truiks, buses, truck trualers................ Manufacturers' sale price. 8 percent.... 6 percent.
Auto Iarts and accessirles ................ Manufacturers' sale price. 8 percent ... 5 percent.

Retailers' excises: l)lesel and special motor fuel... Per gallon...... . 2 cents ...... 1 cents.

I These rates were Increased by the Revenue Act of 1951 and the Increalses were scheduled to terminate on
Apr. 1, 19.1. 'The Exclse T''x Iteduction Act of 1954 extended these rate increases to Apr. 1, 1955, and the
Tax Rut:., Ex:tension Act of 1955 extended these rate increases to Apr. 1, 1956.
Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation.

In addition to extending the rates specified above, section 3 of the
bill postpones for 1 more year the floor-stock refunds or credits
presently effective with respect to stocks of various tax-paid products
on hand on April 1, 1956. These floor-stock refunds are available in
the case of distilled spirits, wines and beer, cigarettes, gasoline, and
automobiles, trucks, and buses, and automobile parts and accessories.

Section 3 also extends for 1 year the present drawback of $9.50 per
proof gallon for distilled spirits used in the manufacture of medicines,
medicinal preparations, food products, flavors, or flavoring extracts,
which are unfit for beverage purposes. In conformance with the
change in the distilled spirits tax, as of April 1, 1957, this drawback
under tile bill decreases to $8 per proof gallon in order to maintain a
net tax of $1 per proof gallon on distilled spirits used for these purposes.

IV. CHANGES IN EXISTING LAW

In compliance with subsection 4 of rtle XXIX of the Standing Rules
of the Senate, changes in existing law made by the bill are shown as
follows (existing law proposed to be omitted is enclosed in black
brackets, new matter is printed in italics, existing law in which no
change is proposed is shown in roman);

9.869604064

Table: Table 3.--Excise tax rates extended until Apr. 1, 19571
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INTERNAL REVENUE CODE OF 1954
SEC. 11. TAX IMPOSED.

(a) CORPORATIONS IN GENERAL.-A tax is hereby im-
posed for each taxable year on the taxable income of every
corporation. The tax shall consist of a normal tax computed
under subsection (b) and a surtax computed under subsec-
tion (c).

(b) NORMAL TAX.-
(1) TAXABLE YEARS BEGINNING BEFORE APRIL 1,

[1956] 197.--In the case of a taxable year beginning
before April 1, [1956] 1967, the normal tax is equal to
30 percent of the taxable income.

(2) TAXABLE YEARS BEGINNING AFTER MARCH 81,
[1956] 1957.-In the case of a taxable year beginning
after March 31, [1956] 1957, the normal tax is equal to
25 percent of the taxable income.
* * * * *

SEC. 821. TAX ON MUTUAL INSURANCE COMPANIES (OTHER
THAN LIFE AND MARINE OR FIRE INSURANCE
COMPANIES ISSUING PERPETUAL POLICIES).

(a) IMPOSITION OF TAX ON MUTUAL COMPANIES OTHER
THAN INTERINSURERS.--There shall be imposed for each
taxable year on the income of every mutual insurance com-
pany (other than a life or a marine insurance company or a
fire insurance company subject to the tax imposed by section
831 and other than an interinsurer or reciprocal under-
writer) a tax computed under paragraph (1) or paragraph
(2), whichever is the greater:

(1) If the mutual insurance company, taxable income
(computed without regard to the deduction provided in
section 242 for partially tax-exempt interest) is over
$3,000, a tax computed as follows:

(A) NORMAL TAX.- .
(i) TAXABLE YEARS BEGINNING' BEFORE

APRIL i, [1956] i967.-In the case of taxable
years beginning before April 1, [1956] 1957, a
normal tax of 30 percent of the mutual insur-
ance company taxable income, or 60 percent of
the amount by which su6ch taxable income ex-
ceeds $3,000, whichever. is the lesser;

(ii) TAXABLE YEARS BEGINNING AFTER
MARCH i:, [19 ]'!I.-In the case aoftaxable

. years beginning after March' 31,; [1956 '1957,
a normal'tax6f 25 percent of thSmutual nsur-
anc company taxable income, or 50percent of
the amount by which suchitaiableincome ex-
ceeds $3,000, whichever, is thi lesser; plus .
(B) SRTAx .- A surtfaxof 22i percent tof the

mutual' ihsiirance c3nmpafnyr taxable income (com-
puted' without rgard t th' 'ddution prQvidd ii
section 242' for partially taexiempt interest): iib-
cess of $25,000.
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(2) If for the taxable year the gross amount of in-
come from interest, dividends, rents, and net premiums,
minus dividends to policyholders, minus the interest
which under section 103 is excluded from gross income,
exceeds $75,000, a tax equal to 1 percent of the amount
so computed, or 2 percent of the excess of the amount
so computed over $75,000, whichever is the lesser.
(b)IMPosITIoN OF TAx ON INTERINSURERS.-In the case

of every mutual insurance company which is an interinsurer
or reciprocal underwriter (other than a life or a marine insur-
ance company or a fire insurance company subject to the tax
imposed by section 831), if the mutual insurance company
taxable income (computed as provided in subsection (a) (1)) is
over $50,000, there shall'be imposed for each taxable year on
the mutual insurance company taxable income a tax com-
puted as follows:

(1) NORMAL TAX.-
(A) TAXABLE YEARS BEGINNING BEFORE APRIL 1,

[19661l57.-In the case of taxable years beginning
before April 1, [1956] 1957, a normal tax of 30 per-
cent of the mutual insurance company taxable in-
come, or 60 percent of the amount by which such
taxable income exceeds $50,000, whichever is the
lesser;

(B) TAXABLE YEARS BEGINNING AFTER MARCH 81,
[1956] 1967.-In the case of a taxable year beginning
after March 31, [1956) 1967, a normal tax of 25
percent of the mutual insurance company taxable
income, or 50 percent of the amount by which such
taxable income exceeds $50,000, whichever is the
lesser; plus

(2) SURTAX.-A surtax of 22 percent of the mutual
insurance company taxable income (computed as pro-
vided in subsection (a) (1)) in excess of $25,000, or
33 percent of the amount by which such taxable income
exceeds $50,000, whichever is the lesser.

SEC. 4041. IMPOSITION OF TAX.
(a) DIESEL FuEL.-There is hereby imposed a tax of

2 cents a gallon upon any liquid (other than any product
taxable under section 4081)-

(1) sold by any person to an owner, lessee, or other
operator of a diesel-powered highway vehicle, for use as
a fuel in such vehicle; or

(2) used by any person as a fuel in a diesel-poweredhighway vehicle unless there was a taxable sale of such
liquid under paragraph, (1).

(b) SPECIAL MOTOR FELs.--Th is erehereby imposed a
tax of 2 cents a gallon upon benzol, benzene, naphtha,liquefied petroleum! gas, or. any other liquid! (other than
kerosene, gas oil, or fuel oil, or any: product taxable under
section 4081 or subsection (a)thiss section)-

6



7TAX RATE EXTENSION ACT OF 1950

(1) sold by any person to an owner, lessee, or other
operator of a motor vehicle motorboat, or airplane for
use as a fuel for the propulsion of such motor vehicle,
motorboat, or airplane; or

(2) used by any person as a fuel for the propulsion of a
motor vehicle, motorboat, or airplane unless there was a
taxable sale of such liquid under paragraph (1).

(c) RATE REDUCTION.-On and after April 1, [1956] 1967,
the taxes imposed, by this section shall be 1 cents a gallon
in lieu of 2 cents a gallon.

* * * * *

SEC. 4061. IMPOSITION OF TAX.
(a) AUTOMOBILES.--There is hereby imposed upon the

following articles (including in each case parts or accessories
therefor sold on or in connection therewith or with the sale
thereof) sold by the manufacturer, producer, or importer a
tax equivalent to the specified percent of the price for which
so sold:

(1) Articles taxable at 8 percent, except that on and
after April 1; [1956] 1967, the rate shall be 5 percent-

Automobile truck chassis.
Automobile truck bodies.
Automobile bus chassis.
Automobile bus bodies.
Truck and bus trailer and semitrailer chassis.
Truck and bus trailer and semitrailer bodies.
Tractors of the kind chiefly used for highway

transportation in combination with a trailer
or semitrailer.

A sale of an automobile truck, bus, truck or bus trailer
or semitrailer shall, for the purposes of this paragraph,'
be considered to be a sale of the chassis and of the body.

(2) Articles taxable at 10 percent except that on and
after April 1, [1956] 1957, the rate shall be 7 percent-

Automobile chassis and bodies other than those
taxable under paragraph (1).

Chassis and bodies for trailers and, semitraiers
(other than house trailer) suitable for use in
connection with paeenger automobiles.

A sale of an automobile, trailer, or semitrailer:shall for
the purposes of this paraph, be considered to beda
sale of the chassis anddof the body, i :

(b), PARTS. ArD ACoomsoRIEs.-There isd hereby imposed
upon parts or accesories. (other than tires and inner tubes
an4 other than automobile, radio, and television receiving
sets) for any of the articles enumerated in subsectio (a)*sld
by the manufacturer, producer, or importer a tax equivalent
to 8 percent of the price of which so sold except that on and
after April 1, [1956] 1957, the rate shall be 5 percent.

$ $
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SEC. 4081. IMPOSITION OF TAX.
There is hereby imposed on gasoline sold by the producer

or importer thereof, or by any producer of gasoline, a tax of
2 cents a gallon. On and after April 1, [1956] 1957, the tax
imposed by this section shall be l3% cents a gallon in lieu of
2 cents a gallon.

* * * * \ *

SEC. 5001. IMPOSITION, RATE AND ATTACHMENT OF TAX.
(a) RATE of Tax-

(1) IN GENERAL.-There is hereby imposed on all
distilled spirits in bond or produced in or imported
into the United States an internal revenue tax at the
rate of $10.50 on each proof gallon or wine gallon when
below proof and a proportionate tax at a like rate on all
fractional parts of such proof or wine gallon. On and
after April 1, [1956] 1957, the rate of tax imposed by
this paragraph shall be $9 in lieu of $10.50.

(2) PRODUCTS CONTAINING DISTILLED SPIRITS.-All
products of distillation, by whatever name known,
which contain distilled spirits or alcohol, on which the
tax imposed by law has not been paid, shall be considered
and taxed as distilled spirits.

(3) IMPORTED PERFUMES CONTAINING DISTILLED
sPIRITs.-There is hereby imposed on all perfumes
imported into the United States containing distilled
spirits a tax of $10.50 per wine gallon, and a proportion-
ate tax at a like rate on all fractional parts of, such wine
gallon. On and after April 1, [1956] 1957, the rate of
tax imposed by this paragraph shall be $9 in lieu of
$10.50.
* * * * *

SEC. 5022. TAX ON CORDIALS AND LIQUEURS CONTAINING
WINE.

On all liqueurs, cordials, or similar compounds produced
in the United States and not sold as wine, which contain
more than 2% percent by volume of wine of an alcoholic
content in excess of 14 percent by volume (other than bottled
cocktails), there shall be paid, in lieu of the tax imposed by
section 5021, a tax at the rate of $1.92 per wine gallon and a

proportionate tax at a like rate on all fractional parts of
such wine gallon until April 1, [1956] 1957, and on or after
April 1, [1956] 1957, at the rate of $1.60 per wine gallon
and a proportionate tax at a like rate on all fractional parts.
of such wine gallon. All other provisions of law applicable
to rectification shall apply to the products subject to tax
under this section.

8
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SEC. 5041. IMPOSITION AND RATE OF TAX.
(a) IMPOSITION.-There is hereby imposed on all wines,

including imitation, substandard or artificial wine, and com-
pounds sold as wine, having not in excess of'24 percent of
alcohol by volume, in bond in, produced in, or imported into,
the United States, taxes at the rates shown in subsection (b),
such taxes to be determined as of the time of removal for
consumption or sale. All wines containing more than 24 per-
cent of alcohol by volume shall be classed as distilled spirits
and taxed accordingly.

(b) RATES OF TAX.-
(1) On still wines containing not more than 14 percent

of alcohol by volume, 17 cents per wine gallon, except
that on and after April 1, [1956] 1967, the rate shall
be 15 cents per wine gallon;

(2) On still wines containing more than 14 percent
and not exceeding 21 percent of alcohol by volume,
67 cents per wine gallon, except that on and after April 1,
[1956] 1957, the rate shall be 60 cents a wine gallon;

(3) On still wines containing more than 21 percent
and not exceeding 24 percent of alcohol by volume,
$2.25 per wine gallon, except that on and after April 1,
[1956] 1957, the rate shall be $2.00 per wine gallon;

(4) On champagne and other sparkling wines, $3.40
per wine gallon, except that on and after April 1,
[19563 1957, the rate shall be $3.00 per wine gallon; and

(5) On artificially carbonated wines, $2.40 per wine
gallon, except that on and after April 1, [1956] 1957,
the rate shall be $2.00 per wine gallon.
* * * - *

SEC. 5051. IMPOSITION AND RATE OF TAX.
(a) RATE OF TAX.-There is hereby imposed on all beer,

brewed or produced and sold, or removed for. consumption
or sale, within the United States, or imported into the United
States, a tax of $9 for every barrel containing not more
than 31 gallons, and at a like rate for any other quantity or
for the fractional parts of a barrel authorized and defined by
law. On and after April 1 [1956] 1957, the tax imposed by
the preceding sentence shall be at the rate of $8 in lieu of $9.
In estimating and computing such tax, the fractional parts
of a barrel shall be halves, thirds, quarters, sixths, and
eighths; and any fractional part of a barrel, contaiinng les
than one-eighth, shall be accounted one-eighth; more thin
one-eighth, and not more than one-sixthi, shall be accounted
one-sixth; more than one-sixth, and not more than one-fourth,
shall be accounted one-fourth; more than one'fourth, and
not more than. one-third, shall be accounted one-third:
more, than one-third and not.more than one-hwlf, .shll
be accounted one-half; more than one-half and not more
than one barrel, shall be accounted one barrel; and more
than one barrel, and not more than 63 gallons, shall be
accounted two barrels, or a hogshead,. The provisions
of this section requiring the accounting of hogsheads,

90002'--7 S. Rept., 84-2. vol. 2 26
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barrels, and fractional parts of barrels at the next higher
quantity shall not apply where the contents of such hogs-
heads, barrels, or fractional parts of barrels are within the
limits of tolerance established by the Secretary or his
delegate by regulations which he is hereby authorized to
prescribe; and no assessment shall be made and no tax shall
be collected for any excess in any case where the contents
of the hogsheads, barrels, or fractional parts of barrels
heretofore or hereafter used are within the limits of the
tolerance so prescribed.

* * * * *

SEC. 5063. FLOOR STOCKS TAX REFUNDS ON DISTILLED
SPIRITS, WINES, CORDIALS AND BEER.

(a) GENERATL.-With respect to any article upon which tax
is imposed under this part, upon which internal revenue tax
(including floor stocks tax) at the applicable rate prescribed
has been paid, and which, on April 1, [1956] 1957, is held by
any person and intended for sale or for use in the manufacture
or production of any article intended for sale, there shall be
credited or refunded to such person (without interest) subject
to such regulations as may be prescribed by the Secretary or
his delegate an amount equal to the difference between the
tax so paid and the rate made applicable to such articles on
and after April 1, [1956] 1967, if claim for such credit or
refund is filed with the Secretary or his delegate prior to May
1, [19561 1957, or within 30 days from the promulgation of
such regulations.

(b) LIMITATIONS ON ELIGIBILITY FOR CREDIT OR RE-
FUND.-No person shall be entitled to credit or refund under
subsection (a), unless such person, for such period or periods
both before and after April 1, [1956] 1967 (but not extend-
ing beyond 1 year thereafter), as the Secretary or his delegate
shall by regulations prescribe, makes and keeps, and files with
the Secretary or his delegate, such records of inventories,
sales, and purchases as may be prescribed in such regulations.

(c) OTHER LAWS APPLICABLE.-All provisions of law,
including penalties, applicable in respect of internal revenue
taxes on distilled spirits, wines, liqueurs and cordials, im-
ported perfumes containing distilled spirits, and beer shall,
insofar as applicable and not inconsistent with this section
be applicable in respect of the credits and refunds provided
for in this section to the same extent as if such credits or
refunds constituted credits or refunds of such taxes.

SEC. 5134. DRAWBACK.
(a) In the case of distilled spirits on which the tax has been

determined and used as provided in this subpart, a drawback
shall be allowed-

(1) At the rate of $6 on each proof gallon upon which
tax is paid at a rate of $9 per proof gallon prior to
November 1, 1951;

10
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(2) at the rate of $9.50 on each proof gallon upon
which tax is determined at the rate of $10.50 per proof
gallon on and after November 1, 1951;

(3) at the rate of $8 on each proof gallon upon which
tax is determined at a rate of $9 per proof gallon after
March 31, [1956] 1957.
* * * * S

SEC. 5701. RATE OF TAX.
* * * * *

(c) CIGARETTrE.-On cigarettes, manufactured in or im-
ported into the United States, there shall be imposed the
following taxes:

(1) SMALL CIGARETTES.-On cigarettes, weighing not
more than 3 pounds per thousand, $4 per thousand until
April 1, [1956] 1967 and $3.50 per thousand on and
after April 1, [1956] 1967;

(2) LARGE CIGARETTES.-On cigarettes, weighing
more than 3 pounds per thousand, $8.40 per thousand;
except that, if more than 6% inches in length, they shall
be taxable at the rate prescribed for cigarettes weighing
not more than 3 pounds per thousand, counting each 2%
inches, or fraction thereof, of the length of each as one
cigarette.

SEC. 5707. FLOOR STOCKS REFUND ON CIGARETTES.
(a) IN GENERAL.-With respect to cigarettes, weighing

not more than 3 pounds per thousand, upon which the tax
imposed by subsection (c) (1) of section 5701 has been paid,
and which, on April 1, [1956] 1967, are held by any person
and intended for sale, or are in transit from foreign countries
or insular possessions of the United States to, any person in
the United States for sale, there shall be credited or refunded
to such person (without interest), subject to such regulations
as shall be prescribed by the Secretary or his delegate, an
amount equal to the difference between the tax paid on such
cigarettes and the tax made applicable to such articles on
April 1, [1956] 1967, if claim for such credit or refund is
filed with the Secretary or his delegate before July 1, [1956]
1957.

(b) LIMITATIONS ON ELIGIBILITY FOR CREDIT OR RE-
UND.-No person' shall be entitled to credit or. refund

under subsection (a) of this section unless such person, for
such period or periods both before and after Apri 1 [19563
19?7 (but not extending'beyond 1 year thereafter, as the
Secretary or his delegate shall, by regulation prescribe,
make and keeps, andfile with e Seretary or his delega
such records of inventori;es, ales, and purchase as shal
be' pressed in such regulation . . ':.
; *" . ' *; ; :
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SEC. 6412. FLOOR STOCKS REFUNDS.
(a) MiIOTOR VE1ICLrES.-

(1) IN GlE:NERAL.-Wh]here before April 1, [1956]
1957, any article subject to the tax imposed by section
4061 (a) or (b) has been sold by the manufacturer,
producer, or importer, and on such date is held by a
dealer and has not been used and is intended for sale,
there shall be credited or refunded (without interest)
to the manufacturer, producer, or importer an amount
equal to the difference between the tax paid by such
manufacturer, producer, or importer on his sale of the
article and the amount of tax made applicable to such
article on and after April 1, [1956] 1957.

(2) DEIFINITIONS.-For purposes of this subsection-
(A) The term "dealer" includes a wholesaler,

jobber, distributor, or retailer.
(B) An article shall be considered as "held by a

dealer" if title thereto has passed to such dealer
(whether or not delivery to him has been made),
and if for purposes of consumption title to such
article or possession thereof has not at any time
been transferred to any person other than a dealer.

(3) REFUNDS TO DEALERS.-Under regulations pre-
scribed by the Secretary or his delegate, the refund
provided by this subsection may be made to the dealer
instead of the manufacturer, producer, or importer, if
the manufacturer, producer, or importer waives any
claim for the amount so to be refunded.

(4) REIMBURSEMENT OF DEALERS.-When the credit
or refund provided for in this subsection has been al-
lowed to the manufacturer, producer, or importer, he
shall remit to the dealer to whom was sold the article in
respect of which the credit or refund was allowed so
much of that amount of the tax corresponding to the
credit or refund as was included in or added to the price
paid or agreed to be paid by the dealer.

(5) LIMITATION ON ELIGIBILITY FOR CREDIT OR RE-
FUND.-No person shall be entitled to credit or refund
under this subsection unless (A) he has in his possession
such evidence of the inventories with respect to which
the credit or refund is claimed as may be required by
regulations prescribed under this subsection, and (B)
claim for such credit or refund is filed with the Secretary
or his delegate before July 1, [1956] 1957.

(b) GASOLINE.-
(1) IN GENERAL.--;With respect to any gasoline taxa-

ble under section 4081, upon which tax (including floor
stocks tax) at the applicable rate has been paid, and
which, on April 1, [1956] 1957, is held and intended for
sale by any person, there shall be credited or refunded
(without interest) to the producer or importer who paidthe tax, subject to such regulations as may be prescribed
by the Secretary or his delegate, an amount equal to so

12



TAX RATE EXTENSION ACT OF 1956

much of the difference between the tax so paid and the
amount of tax made applicable to such gasoline on and
after April 1\ [1956] 1957, as has been paid by such pro-
ducer or importer to such person as reimbursement for
the tax reduction on such gasoline, if claim for such credit
or refund is filed with the Secretary or his delegate prior
to July 1, [1956] 1957. No credit or refund shall be
allowable under this subsection with respect to gasoline
in retail stocks held at the place where intended to be
sold at retail, nor with respect to gasoline held for sale
by a producer or importer of gasoline.

(2) LIMITATION ON ELIGIBILITY FOR CREDIT OR RE-
FUND.-No producer or importer shall be entitled to a
credit, or refund under paragraph (1) unless he has in his
possession satisfactory evidence of the inventories with
respect to which he has made the reimbursements de-
scribed in such paragraph, and establishes to the satis-
faction of the Secretary or his delegate with respect to
the quantity of gasoline as to which credit or refund is
claimed under such paragraph, that on or after April 1,
[1956] 1957, such quantity of gasoline was sold to the
ultimate consumer at a price which reflected the amount
of the tax reduction.

SECTION 497 OF THE REVENUE ACT OF 1951
SEC. 497. REFUNDS ON ARTICLES FROM FOREIGN TRADE

ZONES.
(a) IMPORTED ARTICLES.-With respect to ally article

specified in section 2000 (c) (2), 2800 (a), 3030 (a), or 3150 (a)
of the Internal Revenue Code of 1939 (or section 5701 (c),
5001 (a), 5022, 5041 (b), or 5051 (a) of the Internal Revenue
Code of 1954) on which internal revenue tax at the applicable
rate prescribed in such section has been determined pursuant
to section 3 of the Act of June 18, 1934, as amended (U. S. C.,
title 19, sec. 81c), prior to April 1, [1956] 1957, and which on
or after such date is brought from a foreign trade zone into
customs territory of the United States and the tax so de-
termined thereon paid, there shall be credited or refunded
(without interest) to the taxpayer, subject to such regulations
as may be-prescribed by the Secretary, an amount equal to
the difference between the tax so paid and the amount of tax
made applicable to such articles on and after April 1, [1956]
1957, if claim for such credit or refund is filed with the
Secretary within thirty days after payment of the tax.

(b) PREVIOUSLY TAXPAID ARTICLES.-With respect to any
article specified in section 200'0 (c) (2), 2800 (a), 3030 (a), or
3150 (a) of the Internal Revenue Code of 1939 (or section
5701 (c), 5001 (a) 5022, 5041 (b), or 5051 (a) of the Internal
Revenue Code of 1954), upon which internal revenue tax
(including floor stocks tax) at the applicable rate prescribed
in such section has been paid, and which was taken into a
foreign trade zone from the customs territory of the United

13



14 TAX RATE EXTENSION ACT OF 1950

States and placed under the supervision of the collector of
customs, pursuant to the second proviso of section 3 of the
Act of June 18, 1934, as amended (U. S. C., title 19, sec. 81c),
prior to April 1, C1956] 1957, and which on or after such date
is (without loss of identity) returned from a foreign trade zone
to customs territory of the United States, there shall be
credited or refunded (without interest) to the person so
returning such article, subject to such regulations as may be
prescribed by the Secretary, an amount equal to the difference
between the tax so paid and the amount of tax made appli-
cable to such articles on and after April 1, [1956] 1957, if
claim for such credit or refund is filed with the Secretary
within thirty days after the return of the article to customs
territory.
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