© Calendar No. 335

87’I‘H'.C‘ONG‘RE88 } L SENATE REPoRT
18t Session No. 367

FEDERAL-AID HIGHWAY ACT OF 1961

TITLH II--INTERNAL REVENUR CODE AND HIGHWAY TRUST FUND
AMENDMHENTS

JUNE 12, 1961.—Ordered to be printed

Mr. Byro of Virginia, from the Committee on Finance, submitted
the following

REPORT
together with
INDIVIDUAL VIEWS

[To accompany title II of H.R. 6713]

The Committee on Finance, to whom was referred the bill (FLR.
6713) to amend certain laws relating to Federal-aid highways, to
make certain adjustments in:the Federal-aid highway program, and
for other purposes, for consideration of title 11 thereof, having con-
sidered the same, report favorably thereon with amendments and
recommend that the bill, as amendec{ do pass.

I. SUMMARY

Title IT contains the financing provisions for the Federal-aid high-
way program. o
cost study presented to Congress by the Bureau of Public Roads,
Department of Commerce, January 12, 1961, indicated that a total of
$37 billion is required to finance to completion the Federal share of
the National System of Interstate and Defense Highways now pro-
vided by law to complete construction in 1972, Present law,
after making provision for the A-B-O (primary, secondary, pnd
urban) road program at an annual level of $925 million, provides
$27,758 million toward this objective.” The additional  revenues pro-
vided by title II of the bill as amended by your committee make pos-
sible substantially all of the financing of the $37 billion Federal share
of the Interstate System as well as permitting a gradual increase in
1
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2 FEDERAL-AID HIGHWAY ACT OF 1961

the apportionments for:the A-B-C program to a level of $1 billion a
ear. 'This'is accomplished by bringing into the trust fund $9,367 nil-
ion in revenues in addition to transferring back to the general fund

$2,492 million in revenues attributable to passenger car and auto'part

taxes. ‘

The changes from present law in revenue sources provided by

title 11 are as follows:

(1) The gasoline, special motor fuels, and diesel fuel taxes
under both the House and your committee’s versions of the bill
are continued at the present vate of 4 cents a gallon. 'These,
under present law, are scheduled to revert to 3 cents a gallon as of

~July 1, 1961, - . . L

(2) The taxes on tires for highway-type vehicles and inner
tubes under both versions of the bill are increased to 10 cents a
pound. The tax on tread rubber is incressed to 5 cents a pound
under the House bill and to 4 cents a pound under your commit-
tee’s amendments. Presently, the rates of theze taxes are 8 cents,
9 cents, and 3 cents, respectively.

(3) The tax on highway vehicles weighing over 26,000 pounds
in both versions is increased from $1.50 to $3 per 1,000 pounds. .

(4) Five additional percentage points of the manufacturers’
tax on trucks, buses, and trailers nnder both versions are dedi-
cated to the highway trust fund. Ilowever, under the ITouse
bill this dedication begins on July 1, 1961, and under your com-
mittee’s amendments on July 1, 1962. This presently is a gen-
oral fund revenue. The first 5 percentage points of this tax al-
ready are a highway trust fund revenue source.

(£) The highway. trust fund in both versions is continued for
an additional 3 months beyond June 30, 1972, and all taxes now
dedicated to the fund are continued as highway trust fund rev
enues at the proposed tax rate levels for the additional 3 months.

(6) The provisions of present law, which would for the 3 fiscal
years 1962, 1963, and 1964 divert 5 percentage points of the
manufacturers’ taxes on passenger cars, etc., and on automobile
parts and accessories to the highway trust fund, under both bills
are repealed.. Thus, these taxeés in their entirety will remain gen-
eral fund revenues.

(7) Provision is made in the bill for paying the use tax on
highway motor vehicles weighing over 26,000 pounds on a quar-
terlv basis and for the exemption of gasoline from tax where it
is sold for nonfuel purposes in the manufacture of another article.

(8) Your committee has also added an amendment granting to
retail dealers of gasoline an allowance equal to 1 percent of the
tax paid on gasoline as an allowance for shiinkage or evaporation

of the gasoline in their hands.

II. REASONS FOR THE HIGHWAY FINANCING PROVIDED
BY THE BILL )

1. Background, of problem ' o
In 1956 Congress gnacted a greatly expanded program of Federal
-aid for interstato highways. ‘At that time Congress géracided that this
Interstate System, as well as the other Federal-aid highway programs

A
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(the so-called A-B-C. program), should be separately financed
throtigh a special highway trust fund in order to maintain these pro-
grams on an indepéndent basis, Such a highway trust fund was
established for the 16-year period from June 80, 1966, to July 1, 1972.
Into this trust fund were deposited certain highway user excise taxes;
namely, all of the taxes on ghsoline, diégel fuel, special niotor fiiel, tread
rubber, tires, and inner tubes, and the use tax on highway -vehicles.
In addition, half of the 10-percent manufacturers’ tax on trucks, buses,
and trailers was placed in t}w fund.

A special gx'ovisionj in the Highway Revenue Act of 1956, the
so-called Byrd amendment, was designed to give assurance on a year-
by-year basis that no deficit. would develop in the highway trust fund.
This provision requires that before apportionments of Federal-aid
highway funds'can bé made to'the States for the Interstate System,
estimates must. be made of the revenues exYected to be in the fund at
the time the expenditures arising from the apportionments can be
expected to occur.  To the extent that these estimates show that there
will be any deficiency in the fund, the Secretary of Commerce is
requir :d to reduce the apportionments to the States.

By 1959 it had become apparent that the revenues devoted to the

trust fund were insuflicient to finance the Interstate System in addi-
tion to the regular A-B-C.program. The original 1955 estimate of
thoe cost of the Federal shave of the Interstate System was $25 billion.
This by 1959 had been increased to an estimate of $36 billion. For the
most part this increase in cost was due to the fact that the 1955 esti-
mate, beecause of the hurried manner in which it had to be made, was
of necessity a preliminary estimate based upon an incomplete analysis
of the cost of the Interstate System. In 1959 Congress was also faced
with an immediate deficit in the trust fund for the fiscal year 1960
of $490 million which would have grown to $1,305 million by the end
of the fiscal year 1961 if the apportionments already made or planned
for those years were to be carried out. .
- Inview of the pressing nature of the immediate financing. problems,
Congress in 1959 attempted only a temporgry solution to the highway
financing problems. At that time it provided a 1-cent increase.in the
gasoline, special motor- fuel, and diesel fuel taxes for the period from
September 1, 1959, to June 30, 1961. .This was expected to provide
an increase in trust fund revenuves of $1,035 million for this 22-month
period. [For the fiscal years 1969 through 1964 the bill provided that
5 percentage points of the manutacturers’ taxes on passenger cars and
automobile parts and accessories were to be dedicated to the trust fund.
These funds, which presently are general fund revenues, would have
increased highway trust fund revenues by..about $2:5 billion and
decreased general fund revenues by the same amount. o

In addition to the above reasons for concentrating its major effort,
in 1959 on the short-run financial problem, Congress also was faced
with differing points of view as to the proper distribution of the cost
of the highway program among various beneficiaries of the program
both among various classes of highway users and between highway and
nonhighway users. Moreover, at that timo relatively little statistical
information was available to aid Congress in evaluating the conflicting
claims of relative benefit. Congress. previously had requested thée
Bureau of Public Roads to submit to it'a study on-highway cost alloca-
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tions, but; this stidy was not theh ‘completed,  'The, purpose’ of this
study was to determine what taxes should properly. be imposed, and
In what amounts, in order to assure, insofar as practicable, an equitable
distribution, of the. tax burden among the various classes of persons
using the Federal-aid highways or otherwise deriving benefits from
these highways. . ..~ S U

. The study on highway cost allocations required by section 210 of
the Highway Revenue Act of 1956 and also a report. on revised costs
of completiug the highway program now are available, In addition,
the President has recomended & new plan for revising thé finanding
of the highway program. In this he has stressed his desire that the
pussenger car and auto parts and accessories taxes not be diverted
from the general fund as 1s provided by present law for the fiscal years
1962, 1963,.and 1964, Instead, he has proposed the continuation to
1972 of the 4-cent tax on gasoline and the increasing of a series of taxes
which would be borne primarily by the trucking industry for the

period up to June 30, 1972,

2. Committee amendments

* The bill'as amendéd by youi conimittee for the most part is the same
as the Hotise-passed bill.  However, it does depart from this bill in
three respects. First it defers for 1 year the transfer of half of the
10-percentage-point tax on the manufacturers sale price of trucks,
buses and: trailers. Five percentage points of this tax already repre-
sents a highway revenue source and the House-passed ‘billy would
have transferred the remiining 5 percentage points of this tax to the
highway trust fund for the period from J uly 1, 1961, through Sep-
tember 30, 1972. Your commiittee’s bill provides such a transfer for
the ‘périod beginning July 1, 1962, and ending on the same date as
the House bill. This 1-year ée]{x‘y' 1n the trans%er of this tax revenue
to the highway trust fund will preserve $143 million of revenues for
the general fund for the fiscal year 1962. Thus, for the ciirrent budget
this will mean that revenues in this respect will be maintained for
the general fund at the level planned by the President in his budget
message to Congress. ) - , o , '

The transfer for subseqtiént years of the rémaining half of this
manufacturers’ tax on trucks, etc., to the trust fund can be'taken into
account in plans for the various budgets as they are prepared in the
future, Your committee hag been assured that this will not affect ap-
portionments before the fiscal year 1964 and then, of course, only to a
minor extent, ,

The second chiange made by your ¢ommittee in the Fouse bill is
concerned with the tax on tread rubber. As préviously indicated, the
House bill would incréase this tax from 3 cents a pound to 5 cents &
pound. Your committée’s amendments provide for 'a tax of 4 cents
& pound. 'Your committée modified the Hotise bill in this respect
because it believed an increase of 8314 percent was as large an in-
crease as should be provided in'a tax of thig type wheére niost of the
producers involved are ‘sinall’ businessés., It is estiniited that this
changs will decrease’ the révehues which otherlwise woild have beeén
provided under the House bill by $4 to $8 million & year, .

' The third chunge made by your committee providés that a iétail
dedler in gasoline‘is to be compensated for the tax paid on gasoliiié
which is lost by shrinkage or evaporation and other causes to the
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extent of 1-percentrof the tax paid.on the gasoline he sells. -Since,the
gasoline tax usually is based ‘on the velume of gasoline the retail
dealer purchases, he not only pays tax.on the volume of gasoline he
resells but also on the gasoline he loses through shrinkage, evapora-
tion, ete. 'This ig-a discrimination which many States have recognized
and removed by granting retail dealers special shrinkage and evapora-
tion allowances. The allowances provided by variotis - States are
shown in table 1. Your committee’s bill corrects the present dis-
crimination in the Federal tax base in a similar manner. It is esti-
mated that this will result in a revenue loss of $18 million a year.

TapLE 1-—States which have adopted. refund laws for retailers of gasoline

. Deroent _ Percent
Georgif oo 2.0 North Dakota..__. . __________ 1.0
FLOT AR e il 2.0 Utabo ~~ 1
Minnesota_ oo 1.0 Wisconsin .. B
Michigan o o 1.0 Tennessee - oo .b
New Hampshire_ . _______. 1.0 ColorQd0a oo 1.0
TAARO e v 1.0 TexQ8u .0
OO e e 1.0

3. Comparison with President’s proposals

Title IT of this bill, as amended by your committee, like the House
bill, accepts much of 'the President’s plan for financing the highway,
program. It stops the transfer of the passenger car and auto parts
taxes from the general fund. It continues to 1972 the'4-cent tax on
gasoline, special motor fuel, and diesel fuel. It increases the taxés on
tires of the type uséd on highway vehicles and inner tubes to 10 _cents
a pound. It increases thetax on tread rubbe:r; to 4 cents a pound (the
House bill- would: have increased this to 5 cents) and the use tax on
trucks weighing. over 26,000 pounds to $3 per 1,000 pounds.. All of
these inoreases either pre the same;as recommended by the President
or are steps in the direction of his recommendations. , K, more, detailed
comparison of the bill as amended by your-committee with the Presi-
dent’s recommendations and the changes which would be made by the
House bill-is.shown in the next section of this zeport., . = ..

The major différence between both the House.and your committee’s
bills on one hand and the :President’s recommendations on the other
hand is that ' although  the bills increase .substantially taxes on
truckers, it was not considered ap‘l)ropriafé to make tlie. full increase
recommended by the administration. ' In .part this concluslon was
reached becausé it believed. it would be unfortunate.to male so sub-
stantial an increase in the costs of the truckers,. As is shown in table
2, even with the modest increase made:in cosfs, by .your, committee’s
bill, the.total of: exigting and.propased voad-nser, taxes,will be aroynd
5 percent of total operating. costs and. may, well in-many. cases exceed
the profit margins, Inaddition, thetruckersaye faced with substantial
State roaduser taxes which,.as indicated by tab‘fé' 2,.are approximately
114 times.the proposed Ee(%era'l; t;;x],?a(f . In addition, restricting the
Increases in truck taxes.is also justified upon. analyzing, the various
means of allocating costs:nmong. various classes of highiay users.

A subsequent sectipn.of thig report compares.the alloggtion of: _hil}’h-,

way costs provided by, thig bill with the two, principal methods for
allocatin 1ghway costs among the various classes of highway users;
namely, the “incremental” and the “differential benefit” methods.
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TasLE 2. Hstimated operaling qoah and tadves of seleoted motor vehicles under
: commiftee. bijl. S P

[Cents per mile) o
: Y Federal motor vehicle tazes !
Operating | S
Vehicle ¢ S aite | S
ehicle type excluding | road-user ' effact o
road-user taxes Present ? l%“flgag" preseit
tazes - law oommlttze law and
bt commmittes:
: bill
Automobllezs.con e 8. 69 0.62 0. 55 0.01 0.50-
Bingle-unit trucks:
2-axle, 4-t1M0 . oo 22.06 1 82 ] - .01 .83
9’“&? O-t0re . oo meo.. 24,83 1.24 .89 .02 .01
Combin ‘lgg'nslwlth semitrailers: '
-&axltl) i}éo,ooo ‘pounds - gross vehicle -
wolght; -
Qasoline-powered . - «ooooeomeeene. 33.60 2,10 1.37 7 L5
Diesel-powered. ... .ooooieeeoonno. 32.45 1.87 1.21 17 1.38.
4-axlo (55, pounds gross vehicle
welght):
Gasoline-powered . .. .._...__.._... 35.80 2.40 1.63 .18 1.81"
Diesel-powered ..o .. 34.05 2.03 1.37 .18 1.65-
s-axle (72, pounds gross vehicle
welght):
Qasoline-powered . . ........._..__. 42.27 3.4 2.11 .24 2.35.
Diesel-powered. ... 41,82 2,72 1.72 A 1.96.

1 Includes all Federal exclse taxes on motor fuel, motor vehicles, tires, parts, and accessorles, and other-
taxes clossly assoclated with motor vehicles or their use, whether or not they are dedicated to the highway-

trust fund. , D . -
! Present law ag }n_e}fect’ fqr Oct. 1, 1958-June.30, 1861, . .

Bource: U.8, Departmentb!boinmcroé. Bureau of Public Rosds.

The nonhighway user benefits which will be derived from the high-
way program also are impressive. It is believed that these costs jus-
tify the dedication of a limited amount of general fund revenues for:
use of the highway trust fund. The revenues dedicated in this man-
ner by title I% of the bill ave those derived from the manufacturers’ tax
on trucks, buses, and.trailers, which, of course, is itself a highway user:
tax.” Presently, one-half of this tax already is assigned 'to the highway-
trust fund. The bill dedicates the other half to the trust fund as well,.
although as noted above, this dedication under your committee’s.
amendments is deferred for 1 year. - ‘

The highway user cost study suggests that approxiniately 8 percent
of the highway costs ate properly attributable to nonhighway users.
This represents the portion o¥ the nonhighway use readily subject to
measurement. As is indjcated in the study, other types of nonhigh-
way ‘benefits are obtained ‘from the highway- system’ which ate not
capable of measurement.

t is sometimes suggested that this 8-percent charge against non-
highway users already has' been recognized by the fact that a sub-
stantial amount of revenues were taken from the general fund when
the highway trust fund was established. These revenues, shown in
table 38 for the period of 1957 to 1961, have amounted to about $6.4
billion. However, the cost of the A-B-C program: previously was &.
charge upon the general fund, and if these revenues are to he consid:
ered a “(Ii)iVéiféioﬁ” from the general fund the’ A-B-C expenditures:
should likewise be considered a “diversion” from'the: geiara] fund:
Table 2 shows that these A-B-C expenditures from the trust fund
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since its inception have amotinted to nearly’ $4:8 b;l]ioh. Thus, ‘the
revenues dedicated to the trust fund exceed'this figure only by $1.6
billion. Moreover, the general fund revenues which have been dedi-
cated to the highway trust fund are almost entirely taxes imposed
with respect to the highway use and on that basis it can-be claimed
that they properly are allocable to any road program carried oi by
the Federal Government. In this connection it should be noted that.
three highway-user taxes will remain among the general fund reve-
nues. The principal taxes of this type are the 10-percent passenger-
car tax and the tax on auto parts'and accessories. Also, there is the
tax on lubricating oil, perhaps half of which is attributable to oils.

used by motor veliicles.

TasLE 3.—COomparison of revenues which would have deen available to general
fund® if the interstate program had not been established with eopenditures
for primary, secondary, and urban (A-B-0) highways, July 1, 1956, to June-

30, 1961 .
(M illtons of dollars)

Fiscal year Estimated A-B-O Fiscal year Estimated A-B-O
revenuse expenditures revenue oxpenditures
1057 . e cemaaaas $878 $768 || 1001 . (oeeeiicaan. $1,448 |- 1 $067
1058, ¢ ceeeciceienaas 1, 300 836 :
1950 e e ceeeaaes : 1,330 1,112 Total........... 6,371 4,762
1960, .« ccoeemeaenans L4168 1,079

1 Based on the following exclse tax rates in effect prior to 1056 act:
¢ Qasoline and special motor fuels: 2 cents per gallon, transferred to highway trust fund beginning:

July 1, 1956, =~ - b . DA .
'l{u’cks. buses, and tratlers: 10 percont, of which 2 percentage points was' transferred to highway:

trust fund for the fiscal year 1957 and 3 additional peroentafe'potnts for subse(}uent years,

Tires: 5 cents per pound, transferred to highway trust fund beginning July 1, 1957,

Tubes: 9 cents per pound, transferred to highway trust fund beginning July 1, 1957.

1 Estironted.

Your committee agrees with the House that the factors outlined
above justify a mddest diversion from the general fund of an amount
equal to the remaining half of the truck tax. S

A third significant area in which both the House and your com-.
mittee’s bills differ from the President’s proposal is in the case of the.
diesel fuel tax. Both versions of the bilec‘ontihue this tax at 4 cents
a gallon whereas the President’s proposal would raise this tax to 7
cents a gallon. Your committee considered this differential rate for
diesel fuel, but, concluded that, such a change would not be desirable in
view of the effect ‘it would have in changing the relative competitive.
position of diesel- and gasoline-powered trucks.

III. GENERAL EXPLANATION OF THE HIGHWAY
FINANCING PROVIDED BY THE BILL

Table 4 shows the estimated revenues to the highway trust fund
from the House bill and the modifications which your committee’s.
amendments make in these new revenue sources, Table 5 shows the.
estimiited: revenues ‘to the.highway; trusb -fund . under existing legis-
lation and the additional revenues provided by your committee’s bill.
Table 6 shows the revenue under your committee’s bill in greater detail.



TaBLE 4.—Comparison of estimated highway revenues under H

ol el

[In millions of dollars]

. 6713 and H.R. 6718,

as amended by your commitice

Manufacturers’ taxes on—

Totals
Gasoline and other motor Truck nse
fuels, 4 cents per galion ) tax on
Trucks, buses, and trailers Tread rubber vehicles
Inner- over
Fiseal Tires, tubes, 28,600
year House Your 10 cents | 10 cents | pounds, | Inierest Your
Your bill, Your House com- per per $3 per House com- Differ~
House com- Difter- 10 per- com- Differ- bili, mittee's | Differ- pound ponnd 1,000 - bill mittee’s ence
biil mittee’s ence cent of | mittee’s ence 5 cents bil, ence (both (both pounds bill
bil? manufac-{ bill ¢ per 4 cents bills) blils) (both
turers: | - pound per bill)
price pound
1962 ... 2,418 2,418 | 288 143 24 20 -4 350 18 129 2 3,227 3,080 | —147
1063.. ... 2,484 2, 465 -19 292 292 27 21 -6 358 18 137 3 3,319 3,204 —25
1661 ... 2, 852 2, 533 -19 208 298 29 .23 —6 364 18 14 4 3. 400 3,384 -25
1065 ... 2,614 2, 594 -20 306 306 32 25 -7 370 18 151 4 3,495 3,468 | —-27
1966 ..... 2,675 2,655 -20 312 312 33 26 -7 378 18 156 4 3,578 3,549 § -27
Y067, ... 2,733 2,713 —20 318 318 34 27 -7 385 18 162 4 3,654 3,6 | -27
1968...... 2,7 2,771 -21 324 324 35 23 -7 391 18 167 4 3,731 3,703 —28
1969, ... 2.852 2,831 -21 328 328 36 29 -7 400 18 169 4 3, 807 3,778 —-28
1870 ... .. 2,918 2, 896 -22 332 332 37 30 -7 407 18 171 4 3,887 3,858 —29:
1971 ... 2, 686 2,964 —-22 338 338 38 30 -8 417 18 178 4 3,976 3,946 -30
1972 ..... 3, 060 3,037 —23 344 344 40 32 -8 427 18 177 4 4,070 4,039 -31
19733 ___. 1,250 1,221 -—29 64 64 11 € -5 112 4 30 4 1,475 1,441 —34
Total... 31,334 31, 098 —236 3,542 3,399 376 297 —79 4,359 202 1,768 45 41,626 41,168 —458
! Tax recelpts less refunds. E.R. 6713 does not provide for 2 loss allowance, but H.R. 3 July through September.
6713 as amended provides for a “1-percent Joss all

owance refund.”

3 Half of 10 percent goes to trust fund in fiscal year 1962, all thereafter.

Source: U.S. Department of Commerce, Bureau of Public Roads.

.
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TaBLE 5.—Estimated highway trust fund revenues under present lcw and revenues added by H.R. 67183 as amended by your commiltiee
' {In miliiczs of dollars]

6L ——8 '[0A ‘T-L8 "8}y 'S T9-—.LOGIS

Revenues under present law Revenues added by H.R. 6713 as amended by your committee

Gaso- Total

line Manufacturer's taxes on— Truck Manufacturer’s taxes on— Truck present

and use tax Total | Gaso- use tax | : and

other on ve- reve- line o ve- | Net new -

Fiscal | motor hicles nues and hicles- | total reve-

year fuels, |Trucks.| Tread | Tires, | Inner- | Auto- | Parts over | In- | avail- | other |Trucks,] Tread Inner- | Auto- Teve- ) nues
3 cents | buses, |rubber,|8cents| tubes, | mo- and | 26,000 | ter- | able | motor | buses, [rubber,| Tires. tubes, | mo- nues | avall-
?er and |3cents| or5 {9cents!| biles, | acces- pounds,| est | under | fuels, | and lcent |2cents| 1cent’| biles, added | able
gallon 1} trail- per cents per 5 per- | sories, | $1. present| ] cent | trail- per per per less by under
ers, 5 | pound per | pound | cent | 5 per- per law per - | ers,5 | pound | pound { pound |percent bill bill
percent, pound cent 1,000 gallon 2 |percent
pounds

34 11 82 oo 30 vae2 . - - - 1,482

111 13 244 17 18 2,04 4 e PO PO, 2,044

107 14 247 15 13 pAYY)- 7 (RSSO PO N AU RSN MU M DN M 2,087

142 15 281 19 =30 2530 |ioce oo T - 2, 536

142 15 279 16 =20 2887 Jemmccil i T - — - - 2,857

143 15 236 10 2 3,216 {524 |______.__ 5 64 2 —679 Lt 79 —136 |- 3,080

146 16 291 16 3| 3.223 146 St 67 2 —692 -137 84 71 3,204

149 37 296 i8 4 3. 308 616 149 6 63 2 —709 —l44 88 76 3,384

153 19 301 16 4 2,517 |. 629 153 6 69 b2 DU, B - 92 951 3,468

156 i9 307 16 4 2.573 6 156 7 n A P R 95 976 3.549

156 20 313 16 4 2,629 659 159 7 72 b8 ORI EUR £9 998 3,627

162 21 318 16 41 2.683 674 162 v 73 b3 I SO, 102 | 1,020 3,703
164 22 325 16 4 2,739 639 164 7 75 2 PO I 103 1,040 3,779

166 22 331 16 4| 2,797 705 166 8 7 b3 R P 104 | 1, 3,858

169 23 339 16 4 2, 861 7. 169 7 78 PN PN R 107 1,085 3,916

2,288 172 24 3T 16 41 2,930 739 172 8 80 2 . ———— 108 | 1,109 | 4,039

197330 319 || . b PR AR NN AU R 321 902 64 6 110 S e 30| 1,116 | 1,437
Total__| 31,995 2,275 286 | 4,589 243 2,080 412 853 70| 42,803 | 8,100 i 1, 660 ! 79 903 26 |—2,080 —412 | 1,091 9,367 | 52,170

. t

301 gzslbune tax receipts less refunds. Temporary 4-cent rate, Oct. 1, 1959, through June 3 From lisbilities accrued prior to July 1, 1972, less floor stock refunds where applicable~

? Gesoline tax receipts less refunds,

under present law; from collections and liabilities accrued prior to: Oct. 1, 1972, less floor
stock refunds where appliceble; under bill.

Source: U.S. Department of Commerce, Bureau of Public Roads.
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TABLE 6.—Estimated revenues lo the lisghway trusl fund under I{.R. 6713 as amended
by your commillee, July 1, 1962, through Sept, 30, 1972

{In mill{ons of dollars)

Motor fuel Trucks o ... | Vehicle
and Tlres, Inner- Tread | use, $3
Fiseal buses,, | 10 cents | tubes rubber, | per f,ooo )
year .[(ascline,| Dlesel, 10 percent per 10 cenfs 4 cents | pounds Potal
cen 4 conts Total |manufec-] pound por per Rross
i)er per turer's pound pound vehicle
gallon! | gallon price ? welght
2,325 93 2,418 143 350 18 20 120 3,078
2,362 103 2,465 202 358 18 21 137 3,201
2,418 | 115 2,633 208 364 18 23 144 3,380
2,470 124 2,604 300 370 18 25 161 3, 464
2,623 132 2, 655 312 378 18 28 16 3, 645
2,674 139 2,713 318 385 18 27 16 3,68
2,626 145 2,771 324 301 18 28 167 3,699
2,670 162 2, 831 328 400 18 20 169 3,776
2,738 168 2, 890 332 407 18 30 171 3, 854
2, 800 164 2, 904 338 417 18 30 176 3, 042
2, 865 172 3,037 344 427 18 32 177 4,035
1,148 73 1,221 64 112 4 6 30 1,437

! Incltides aviatfon gasoling; but all refunds, Including 1 percent loss allowance refund, have been

deducted,
1 Half to trust fund, half to general fund in fiscal year 1962; all to trust fund thereafter,

3 July through September.
Source: U.8. Department of Comimerce, Bureau of Public Roads.

1. Motor fuel taxes

As indicated in these tables, the taxes on gasoline, special motor
fuel and diesel fuel in the case of highway use at present are imposed
at a rate of 4 cents a gallon. Without this action these taxes would
revert to 3 cents a gallon as of July 1, 1961, Under the IHouse and
your committee’s action the 4-cent rate will continue to apnly until
October 1, 1972. 'The President proposed the same rate of tax as
that provided in the bill with respect to gasoline and special motor
fuels. In the case of diesel fuels, however, he recommended an in-
crease of the tax rate to 7 cents a gallon. The bill as amended by your
committée also provides a special shrinkage or evaporation allowance
for gasoline sol(Il) by retail dealers. This 1s discussed in greater detail
in section VII below.

The revenue collections from these motor fuel taxes under existing
legislation over the period from 1957 to 1972 will amount to almost
$32 billion. The new motor fuel taxes added by both the House and
your committee’s bill are expected to raise revenues of the fund by
$8.3 billion, over the period up to 1972, This represents an annual
increase of between $600 and $700 million. This will raise aggregate
collections from the fuel taxes over the period 1957 to 1972 to $40.3
hillion.

2, Taxes on tirves, inner tubes and tread rubber

The bill also provides an increase in the taxes on tirves, tubes, and
tread rubber. The present tax on tires of the type used on the high-
way vehicles is 8 cents a pound. Both versions of the bill raise this
rate to 10 cents a pound. The tax on inner tubes for tires now is 9
cents a pound and this also is raised by the House and your commit-
tee’s bill to 10 cents a pound. The President in his message proposed
increasing the tax on tires and tubes to the same levels.
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The predent tax on'tréad rubber is 8 cents a pound. Your com-
mittee’s bill raises this rate to'4 cents a pound. All of these increases
are made- effective for the period from July 1, 1961, to October I,
1972, * The President would have raised the tax on tread rubber to
10 cents a pound. ‘ ’ o o

The increases in the taxes on tirés, thbes and tread rubber are ex-

ected to increase revetiues for the highway trust fiind for the period
up to 1972 by $1 billion under your committee's bill. Present law
revenues from these taxes for the period 1957 to 1972 will amount to
$5.1 billion. Thus, aggregate revenues from these taxes can be ex-
pected to amount to about $6.1 billion over the entire period of the
trust furid. ‘The additional annual revenues provided by these taxes
can be expected to range from $71 to $90 million. Your committee’s
action with respect to these taxes raises from $4 to $8 million a year
less than the House bill because of the lower tread-rubber tax. Over
the period up to 1972 this is expected to amount to $79 million in

aggregate. '

3. Use taw on trucks

The third svurce of new revenue provided by the bill is the increasé
made in the tax on the use of motor vehicles weighing more than
26,000 pounds. Both versions of the bill raise this to $3 a year effec-
tive for the fiscal year beginning July 1, 1961, and continues it at
this level until October 1, 1972. The President has proposed an in-
crease in this tax to the rate of $5 per 1,000 pounds. The bill also
provides for the payment of this use tax in quarterly installments.
This installment procedure is described in greater detail in section
V below. ,

For the period from 1957 to 1972 the changes made in the motor
vehicle use tax will increase revenues by $1,091 million, The tax
of $1.50 provided by present law over the period froin 1957 to 1972
is shown as resulting in revenue for the fund of $853 million. Al-
though the tax provided by the bill is a 100-percent increase in the
rate, it will be noted that the revenue increase of $1,091 is considerably
above o, 100-percent increase. This is due to the fact that under pres-
ent law a substantial portion of tax due in this case apparently is
not now being collectef The House Committee on Ways and Means
has requested the Treasury Department to report back to it by the
end of this year on practical means of better enforcement for this
tax, as well as asking it to consider various other possible modifica-
tions in the regulations governing the liability of taxpayers for this
tax. It is believed that it will %e possible in the future to obtain
substantially greater compliance with this tax and as a result in your
committee’s estimates it is assuming the tax is collected in full. Also.
the weight classifications for trucks now provided in the regulations
are to be reviewed by the House Committee on Ways and Means and
this also may result in changes in the classification which will raise
the revenue collected from this tax.

b Three raonths’ ewtension of trust fund '

. The fourth sourcs of revenue provided by both versions of the bill
18 & 3-month extension of the life of the highway trust fund beyond’
June 30, 1972. Thus, the revenues provided by present law, as well
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as the new revenues provided under the:bill, will continué to be devoted
to the highway trust fund until October 1, 1972, This also means
that those taxes which otherwise were scheduled to revert. to a lower
rate or to expire as of June 30, 1972,’ under the bill will continue at
present or proposed rates until October 1, 1972, Thus,. the 4-cent
iax on gasoline, special motor fuels, and diesel fuel will revert to 11}
cents as of this date. -Also, the 10-cent tax on tires of the type used
on highway vehicles and on inner tubes will revert to 6 and 9.cents
a pound, respectively, as of that date. In addition, as of that date
the 5-cent. tax on tread rubber yill expire as also will the use tax on
highway vehicles weigliing over.26,000 pounds,. . e
The effect of continuing the highway trust fund for these additional
3 months will be to increase revenues of the highway trust fund,by
$1,150 million. Thus, as is shown on table 5, all of the $1,471 million
exlpected to-be collected in the fiscal year 1973, except the $321 million
(shown as revenues under present law) attributable to liability in.
curred before June 30, 1973, represents new highway trust fund
revenue resulting from this extension. ‘

6. Dedication of manufacturers’ taw on trucks, eto., to fund ‘
The fifth source of revenue provided by the bill is the dedication
of the remaining 6 percentage points of the manufacturers’ tax on
trucks, buses, and trailers to the highway trust fund. TFive percentage
oints of this tax has been dedicated to this fund since 1956. The
ouse bill dedicates the remaining b percentage points to the high-
way trust fund beginning July 1, 1961, and your committee’s bill;
beginning July 1,1962. The highway trust fund is expected to derive
$1.660 billion in additional revenue as a result of this additional tax
under your committeo’s bill ($143 million less than under the Houss
bill). This, together with the $2.3 billion derived from this sotircs
under existing law, means that the highway trust fund will derive
approximately $3.9 billion from this revenue source over the life of

0

the highway trust fund.
6. Repeal of provision dedicating avio and parts tawes to jund
Both versions of the bill prevent the transfer from the general fund
to the highway trust fumi) of 5 percentage points of the taxes on
assenger cars, etc., and on auto parts and accessories. Under present
aw, as a result of the action taken by Corgress in 1959, these taxes
(to the extent indicatéd) would have been dedicated to the highway
trust fund for the period beginning July 1, 1961, and ending June
30, 1964, Under the bill these reverues wiil‘f‘remhil‘l;jin$the generil
fund. This is in conformity with the recommendation of the Presi:
dent. The manufacturers’ tax on automobiles would have raised
highway trust fund revenues by between $679 and $709 million in
each of the 3 years involved. Similarly, the revenue from the mani-
facturers’ tax on auto parts and accessories would have increased
revenues in each of these 8 years in an amount varying from $131
to $144 million. TFor the 3-year périod these taxes would have in-
creased highway trust fund revenues by about $2.5 billion. This los
of revenue to the highway trust fund is more than compensated for by
continuing the tax on gasoline at 4 cents and by the other revenue

increases referred to above.
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7. Further recommendations of the Président

The President in his message on the highwa y’,]j’)rogmm also requested
two further actions affecting the financing of the highway trust fund,
He recommended that Congress transfer the financing of the forest
and public land highways to the highway trust fund and 'also that
Congress transfér aviation fuel tax receipts to the general fund in-
stead of retaining ‘them in the highway trust fand’ as is presently
done, This action is not taken in either version of this bill, In the
caso of the forest and public land highways the question arises as to
whether these are more properly a charge on the general fund. ILeav-
ing these expenditure programs in the general fund has the effect of
reducing expenditures which otherwise would have to be made from
the highway trust fund by an estimated $397 million over the period
until 1972, an annual effect-of $36 or $37 million.

The President in his recent tax message recommended the imposi-
tion of a tax on aviation fuel other than gasoline; namely, jet fuel.
He would initially impose this jet fuel tax at the rate of 2 cents a
gallon. IHowever, he would then provide annual increments in this
rate, and also in the rate of the tax on gasoline used by airplanes, of
one-half cent a year until “the portion of the cost of the airways
properly allocable to civil aviation is substantially recovered by the
tax.” 'I'he 1Touse Committee on Ways and Means decided in the case
of the aviation fuel presently dedicated to the highway trust fund
that it would be desirable to postpone any action on the President’s
recominendation with respect to removing this from the trust fund
until 1t could consider this larger problem raised by the President
with respect to aviation fuel. Removing the aviation fuel from the
highway trust fund would have resulted in a decrease in highway
trust fund revenues of $164 million, or an annual revenue loss o% from

813 to $23 million.

8. Iffect of changes on apportionments and expenditures

Tables 7, 8, and 9 show the apportionments and expenditures which
can be made with the existing, the House, and your committee’s pro-
vision for financing the highway trust fund. The aggregate reverues
available for the trust fund under existing legislation for the entire pe-
riod it is in existence, as shown on table 7, is expected to be $42.8 bil-
lion. The estimated total revenue over the life of the highway trust
fund after the changes made by the House bill is $52.6 billioh and after
changes made by your committee is $52.17 billion. This indicates that
your committee’s bill will increase the revenues of the highway trust
fund by $9.37 billion over the period from July 1, 1961, to Septem-
ber 30, 1972, or, on the average, by approximately $845 million in
each of these 111/ years.
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TABLE 7.—FEstimated status of highway trust fund under existing legislatio

- (In milllons of dollars)

Apportionments Expend{tures
) Balanoe It
Flscal year L .. .5 | Revonues | the fund
Priméry, Primary, on June X
Interstate |secondary, | Interstate | sccondary,
and urban! and urban!
71N I 1 %, 3 IS I EUURUII SR
1,176 320 28 758 1, 482 81
1. 859 0676 836 2,04 104
2, 200 1,381 1, 501 1,112 , 52
2, 500 000 1,861 1,079 2,635 1
1,800 £33 1,901 967 2, 857 10
2, 200 884 2,078 013 3,216 33
, 000 936 2,218 012 3,223 3
1,500 0935 2, 141 928 3,308 60
1, 500 935 1,838 040 2,617 H
1, 600 935 1,670 1 2,573 30
1, 700 935 1,073 044 2,629 3
1,800 935 1, 705 M3 2,633 38
1, 600 1X8) 1,785 3 2,739 3%
1,625 935 1, 746 M3 2,797 46
............ 835 1, 746 943 2,861 | 634
............ 035 624 3 2,930 1,0
................................................ ’ 321 2,318
25, 440 16,0567 25, 440 15,045 42,803 |ocieennn... .

1 Includes emergency relfef as well as speclal funds totaling $502,000,000 apportioned for 1959,
3 Recelpts on tax labllitfes accrued prior to July 1, 1972,

TARLE 8.—Fstimated statug of hightway trust fund under House bill

(In millions of dollurs)

Apportionments Expenditures Revenues L
: Balance
;- L fnthe .
Fiscal year Primary,| - Primary, fund on
Interstate| second- |Interstate| second- | Present | Addf- Total June 3
ary, and ary, and | sources | tionnl
urhan ! urkban !
140 [ i3 DTSRRI PSRN NP PRI R R .
1,176 829 208 768 1,482 516
1, 700 859 676 836 2,044 1,049
2,200 1,381 1, 501 1,112 2,087 38
2, 0 . H06 1,861 1,079 , 636 1
1, 883 1,901 067 2, 857 108
2,200 384 2, 139 013 3,227 o 3]
2, 400 930 2,328 898 4,319 B
2,600 955 2,461 927 J, 409 0
2,700 935 2, 552 923 3, 495 1%
2, 800 1080 2,645 032 3, H76 138
2,.900 u80 | - 2,739 40 3.,634, M
3, 000 1,005 2,838 968 3, 731 k. ]
3,000 1,005 2, 886 972 d, 807 9%
3, 000 1,006 2,901 . 977 3, 887 1
2,885 1,005’ 2,992, a79 3,076 n
[ PO 1,005 3,104 98 2, 930 1, 140 4,070 3
.................... 1,301 317 321 L1 1, 471 168
37,000 16, 532 37,000 15, 463 42,803 9, 825 52,628 |..........

VIncludes emorqencf rellef progran, as well as speclal funds totaling $502,000,000 ui»portlonc«l for 19%.
? Recelpts on tax Hiabilities ucerued prior to Sopt. 30, 1972,
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TABLE: 9.— FEsfimaled status of highway trust fund under your commiitee's bill
{In millions of dollars)

B N
Apportionments. Expenditures Revenues
. . Balance
. : o I P in the
Fiscal year © | Primary, . Priwary, : . fund on
- |Interstate| second. |Interstate second- | Presont | Addl. Total | June 30
, | ary, and ary, and | sources tional
| urban! urbant
From before 1957. ... 140 928 ............................................................
1087 y 1,178 8 208 768 1,482 | .. ... 1,482 516
1,700: 859 676 836 2,044 |oceaao... 2,044 1,048
2,200 1,381 1, 501 1,112 2,087 |....o..... 2,087
2, 600 1,801 1,079 2,630 1. ... 2, 636 119
1, 800 883 1, 901 7 2,857 foeeeeaaan 2, 857 108
2,200 |. 884 2, 139 913 3,210 - 136 3, 080 136
2, 400 930 2,315 898 3,223 71 3,204 217
12,800 955 2,408 | 927 3, 308 76 3, 34 266
32,600 955 2,616 923 2,617 051 3,468 208
12,700°)° 080 2,679 |. 032 2,673 976 3, 540 334
12,800 , 654 949 2,629 998 3,627 358
3, 000 1, 005 2,164 953 2,683 1,020 3,703 Ho
13,100 1, 005 2,834 972 2,739 1,040 3,719 322
13,100 1,005 2, 935 977 2,707 1,061 3, 858 268
13,085 1,005 3,076 979 , 80 1,085 3,046 160
3,233 066 2, 930 1,109 4,039 |ocaeene...
1,413 317 321 1,116 1,437 =203
37,000 16, 632 37,000 15, 463 42,803 9, 367 62,170 [-ccecean.n

1 Includes émergenoy rellef progiam, as woil as special furids totaling $502,000,000 spportioned for 1969,
1 Apportionment of "$100,000,000 ‘of fiscal vear.authorization deferred pursuant to sec. 209(g) of 1956 act.

1 Includes apportionment of amounts deferred from prior years. )
¢ Amount not' available in highway trust fund from revenues provided by Senate Finance Committeo

bill, assumed to be provided from other sources.

Cost estimates submitted to Congress this last:Januaty pursuant to
B:visions of section 104(b) (5) of title 28, United States Code (H.
Doc." 49, 87th Cong., st sess.); indicate that additional interstate
authorizations totaling $11.56 billion are needed for completion of the
$37 billion interstate highway program, The President in his mes-
sage on the highway program also requested that the apportionment
for the regular A~B-C systems of primary, sécondary, and urban
roads now fixed at an annual level of $925 million be increased by
$25 million a year every 2 years beginning in 1964 until the $1 billion
level is reached and then that these apportionments-be maintained at
that level. The additional funds requireéd in future 'years for the
step-up in A-B-C expenditures and for emeirgency relief and special
funds are $418 millich (the difference between the' A-B-C expendi-
tures shown on table 7 and those ‘shown on table 8). This $418
million, plus the $11,560 million of additional funds required by the
Interstate System indicates a need for $11,978 million- 1n additional
expenditures. The amount provided under your committee bill is the
total of the trust fund balance (see table 7) of $2,318 million plus the
new revenues of $9.367 million (see table 9), which is within $293
million of the amount required.

IV. THE COST ALLOCATION STUDY

. The:development of title II of the bill in part was based on an
analysis-of the proggx{ ways of allocating the cost of hi%hways among
various classes of beneficiaries. The hlghb ay cost allocation study.
was developed by the Bureau of Public m;; pursuant to the pro-

visions of section 210 of the Highway Revenue Act of 1956, as amended
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by seotion 2 of the act approved Augusb 28, 1958. - This study was
ordered—
to make available to the Congress mformatlon on the basis
of which it"may determine what taxes should’be imposed
¥ * ¥ to assure insofar as practicable an equitable distri-
bution of the: ‘tax burden among the various;classes of ‘per-
" sons using 'the Federal-aid highways or otherwise deriving
benefits from such highways.

Thls report was submitted to the Con ress January :16, 1961,  and
printed as House Documents 54 and 72, 87th Congress, 1st sessiofl,

1. Highway revenues and the general fund

The highway cost allocation study first analyzéd in detail the. ques-
tion of how much of the Federal cost of highways should be borne
by taxes on the general public and how much should be borne by
taxes specifically on highway users. The conclusions reached in the
cost allocation study can be summarized as follows:

Revenue requireinénts of caléndar year 1964 ' oooicocceonn- $3, 548., 500
Net allocation to motor-vehicle user taxes ..o oo . $3, 274,2798
. 92,29

Percentage distribution to users. - .o

Allocatlon to other revenue sources:
" (1) Direct cost items not chargeable to motor vehicle users:

Funds apportioned to Puerto RICO_ oo memoo o . 86,663

Military loading (bridges) - © 1,182

cem Military vertical clearance .o oo ________ — 5, 08¢
Navigational clearance. - oo 11, 179

Public utility relocations..___ .. _._._ e m————— ' ~50 728

TR - oo oo i 74,838

(2) General allocation.. .. ... mrmmnn—————— IR 198 864

(3) Total allocation to.other revenue sourceS...__._____ 273, 702
Percentage distribution to non-users. ..o R ) !

JAssuming completion of the Interstate System by July 1, 1972,
E— Source H!ghway Cost Allocation Study, p. 145

ThlS tabulation is the soutce of the w1dely quoted ﬁgm o tha,t 8 percent,
of the’cost of .the highway system:ghould -be borne by the general
public rather than paid for through - user taxes. . It will be noted that
nearly three-quarters of the nonhighway user: allogdtion Is attmbutable;
to ani item shown in the tabulation as “general allocation.” ‘This is the
result’ achieved through.combining :several: methods of estimating
the bettefits: to:logil pzoperty owners of a highway system. There i§
also. in¢luded in:the 8: percent several- other direct costs not incurred
for the benéfit of the driving public. These are costs of public utlhty
relocations; costs-incurred to'meet military and. navlgatlonal requlre‘
ments, and certain funds apgortxoned to-Puerto‘Rico.

This tabulation of the hi ghway cost does not include any allocatlon
to the general :fund-on theigrounds’ that the Interstateé System is of
great potential value in a possible future war, ,

The forechsted level of Federal-aid Highway expenditiires for the_»
1962eyear Ag in' thé ‘neig hbor‘hood of $8 1 b}Hion,‘B percent of whlch 1§
appx‘ommately $260 million;, '+ i Je

}ffllo(:aéwn béiween o&dsqes of ’ufs‘eé's ' o SR L

The other’ prmclpal problem dealt w1th by the hlghw cost allo-
cation study was the question of the relative tax burdens which
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should bé imposed upon .diffefent ¢lasses of users, namely, passenger
automobiles, buses, and trucks of various sizes, -, ., 1 -

The highway cost allocation study developed allocations under sev-
eral different methods of spreading. costs between' variou8 classes of
users but attention was concentrated on the results’ developed under
two of these methods, namely, the increniental method and the differ-
ential benefit method. R

The incremental method was applied on the basi$ of.a detailed
analysis of the results of a 4-year study, on'a specially designed test
roud, conducted under the auspices of the American Association of
State Highway Officials, In-principle, the incremental cost method
attempts to classify the various hig‘ilwuy costs and to associate each
of these classes with the particular class of user for whose benefit they
were incurred. The incremental method allocates general costs on
a mileage basis but allocates additional increments of costs to the
special types of road users which make the incurring of these costs
necessary. . o S L

In the differential benefit study, an estimate was'inade of the rela-
tive advantages derived from the Federal-aid highways by various
classes of users; These relative advantages, or‘(ﬁﬂerenti" benefits,

were then used §is a basis for allocating the annual ‘cost to the various

classes of users. . - “ e AR

The differential benefit analysis involved first identifying the types
of benefit:from highway improvement capable of measurement. ’lphe
benefits taken into account were redudtion in vehicle operating cost,
reduction in cost of accidents, reduction in traveltime, and reduction
in driver strain and discomfort. T

The effect of highway improvements on reduced ‘accident costs,
reduced cost of vehicle maintenance, etc., was determined from a
number of special studies,

The various features of highway improvement which guve rise to
one or more of the types of benefits listed above were tlie following:

Reduction in surface roughness.
Increase in:lane width:
Increase in number of‘lanes.
Reduction in travel distdnce.
Reduction in rise and fall. o
Elimination of grade level intersections.
Elimination of access points. . .
Elimination of sharp curves.

Table 10 indicates for various types of vehicles the estimated annual
tax responsibility:developed: under the differential benefit method and
incremental method., It also shows the burden of highway:trust fund
taxes oneach of these véhicles on-the basis of the law in effect during
the fiscal year 1961; on the basis of the law as provided b{the House
bill, on the basis of that provided by your committee’s’bill’and on the
basis of the ‘Président’s -proposal; - The estimated tax responsibility
shown under:the tWo.allocation. methods on this table are‘developed
by assigning’to {thei ‘highway. users ‘only 92 percent of the costs of the
highway progflr‘g, since the stidy assu .ed that the remaifiing 8 per-

I b
11 with the two

cent should be borné by nonhighway tsers.
A comparison of the payments réquired under the bill wil ‘
methods for allocating costs shown'in table 10 indicates thatin the case



T.usu 10.—Federal excise payments
commiltee’s bill, comp

.

per mile o the highway trust fund under present law, the President’s
ared to cost responsibility indicated by the» incremental and differential benefit cost studies

proposal, House bill, and your

- 3Included in:the President’s message of Feb. 28, 1061.

i Cents per mile Ratio to automobile tax responsibility Ratio to automobiie tax 1 nsibility
o indicated by incrementsl cost study indicated by diﬂemnnnxmspobemﬂt' stucg
Vehicle type N ] ' o
Incre- | Differ- | Pres- | Presi- Your | Incre- | Pres-:| Presi- Your | Differ- | Pres- | Presi- Your
mentai | ential ent | dent’s | House | com- | mental| - ent dent’s | House | com- .| ential ent | dent’s | House | com-
cost |benefit| law!.| pro-- bill |mittee’s| cost: |. law? pro- bill |mittee’s! benefit| law : pro- bill .. |mittee’s
) posa[ 2 bill . posal 2 bill , posal 3 bl
Automobile 0.313 | 0.323| 0.307 | 0.320 0.31° | 0.312°| 1Loo 02| 1o01|{ Loo{ 1.00| o0.95| o099| o.9s 0.97
8ingle unit trucks: ¢
2-axle, 4-tirc. . 267 .35 .437 .451 . 517 . 516 .86 1.40 14 1.85 1.65 110 1.3% 140 1.60 160
" . . 2-axle, 6-tire. : .458 .458 . 664 .702 .802 .799 1.46 .2.1 22U 2.56 2.55 1.42 2.06 2.17 2.48 2.47
Combinations with. semitraflers: - : ) :
miéh 41:0,000 “pounds’‘gross vehicle
we, sULT - . )
: % 1428 | L263§ 1191 1.52! 1.518 3 4.5 3.81 509 4.85 4.83 3.91 3.69 4.93 4.70 4.68
1.428 L263 | 1023 - 1.882 | L3N 1.367 4. 56 3.27 6.01 4.38 4.37 3.91 3.17 5.83 424 4.23
ine p 1.808 | 1.452( 1428 1.833| 1.781 41 5781 45| 58| 56| 567 450! 442| ser| sm 5.49
5 1.808 1482 | 1.167 | 22117 | 1.541 534 5.78 3.73 6.76 4.92 4.90 4.5 3.61 6. 65 4.77 | 475
‘S-axl?gh'/;’z.ow pounds> : .
we o ot : : E :
Gasoline powered.____________.___ 2527 1 L779 ) 1.880 | 2.387 | 2.309| 2.298 8.07 6.01. 7.63 '7.38 7.34 5.51 5.82 7.39 7.18 7.1
Dieag{:powmd‘" . 2.527 L7790 | 1486 | 2.601 1938 | 1927 8.07 4.78 S.60 6.19 6.16 | 551 4.60 8.33 6.00 597
* 1 Tax ratio’ in effect Jan. 1, 1961

Source: U.S. Department of Commerce, Bureau of Public Roads.

81
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of automobiles the piyment'provided under your cominittee’s bill Ties
between thé differential beriefit method and the incrémental method.
Here the differential benefit allocation method is slightly higher than
either the payment under the committee bill or the incremontal meth-
od. In the case of pickup trucks and stake trucks (the 2-axle 4-tire
and 2-axle 6-tire trucks), the cost under the committee bill is higher
than under either of the cost allocation raethods, It is difficult not
to assign too large a share of the tax to these classes of trucks be«
cause of their relatively low miléage. Also, in this casé the manu-
facturers’ tax on trucks is an important item and is the reason why
the cost under the committee bill in these cases exceeds:the cost'under
the President’s proposal,  (Under his proposal this same cost exists for
the vehicle owner but is charged to the general fund.) .

For vehicle combinations such as truck, tractors, and trailers, the
payments under the bill; with one exception, fall between the charges
which would be made under the diﬁ’ereutiuj benefit and incremental
methods. The exception is in the 3-axle gasoline-powered vehicle.

Your committeée believes that it is proper for thé burden under the
bill to fall between the charges provided by the two methods insofar
as possible. It takes this view because in part it appears desirable that
the cost be spread on the basis of benefits in the various classes of
users and in part that it be spread on the basis of the additional costs
incurred bécause of each of the various classes of ‘users, * It will be
noted that the President’s proposal much more closely follows the in-
cremental method, ignoring almost entirely the differential benefit
method, ‘

Table 11 shows, by individual taxes, how the cost per selected vehicle
is derived and this 1s compared with the payments required under the
incremental method and differential benefit method. '

TasLe 11.—Estimates of annual trust fund revenues from selecled vehicles, under
existing legislalion, and your commitlee’s bill, compared lo esltimaled lax

responstbilily

. Tread| Parts
QGaso- | Diesel |Vehlole] Tires |Inner-] rub-| and |[Vehiole] Total
line exclse tubes| ber | acces- | use
sorjes
Automoblle: .. . ..
Trust fund rév
Existing law for—: " )
Fiscal year'1961.....| $26.84 | .. ... |......_. $2.16 ($0.12 190,32 |- |ocaenans $29,43
Fiscal year1964.....] 20.13 |........ $11.10 2.16) 12| 32| $0.60 |....... 34,42
H.R, 6713 amendéd by
your committes, 1064.] 26.84 |-..cooofoeunnaa. 2690 3] 43 |eceeei]eenennn. 30.09
Required payment under—
Incréemental mothod. ... J-ceeeecdeenmaaifommmnaa]cmiaaafiemecamaea e faaaaeas 30. 00
Differantinl benefit
LTI 1TC) EESARRRP FRRUON PRSI SESRRIDS ANIPIRY SNPRY PIIIN VIR PP 31,00
2-axle, 4-tire truc) .
Trust fund révenue from—
Existing law for:
Fiscal 30.00 230 .26 .27 [ceeencoifeocnanns 30,30
Fised); 6.39 2,39 26 .27 1) B PO 32.31
H.R, 671381 .
requ Sl i t _ 1278 2909| 28| .86 |ceeeiifonnanes 46.41
equired payment under— | . : o
Increméntal method. .. |ececeeefemneecnfoonaamnclionaaniloceaciaanaicnoafcnnnens 24,00
Diffsrential - benefit . i}
.- method SRR PR U IR FUUUIPOIN SR ROUII FPRIS R I 32,00
2-axle, 6-tiréd truok:- ) : .
Trui:t x‘lu?id ri;ve p from— .
sting law for— . e .
Fiscal véar 1001..... 56.48 |ooee.... 13,80 713 1,2 | 118 . eelieeciaa] 79,74
Fiscal year 1964_....] 42,36 |....... -1380 | 718112 ( 113 loiee 66,78
H.R. 6713 amended by s R .
your committee, 1964.| 56,48 |........ 27,00 | 8901]1,3}1.80 |.ceeeiicleunanane] 96.’82
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TaBLE 11.-—Eslimales of annual: lrust| /und.,revenuea Jrom selected .vekicles, under

mctmg legislation, and

' rcsponstbahty—-Continued

your commzllees bitl;

compared to eslimaled ' taz

LRI R R A T
‘ o | |nfread| Bdds [ o ]
(} Dlese}:|Vehiclb| Tires {Inmer.| rub-:|.-and. {Vebigle| Total,
ine .1 | exclse tubes| ber | acces-.{ use .
Sorles N
2-axle, Mlu,tmck c-vCont .
Required ppyment under—- -
créinent RPN AU ST PUPR O RSEES FUL JUTN NPRSUUY FORRRAIUN FUURR $55.00
o Dmerentlal henoﬂ ‘
01114 1o SRR ON I PRIPPORI RS R RN SRR AU PP 55.00
3-axle llne tractor semitraller
combination}
Trust fund revéntis from— ‘
Existing law (or-- ) o N oo
b e R R P 2|
. scal ienes ] 240,00 foooa.. .. 3 3. 3 6.85 A
ILR, 6713 amen ed by 0 3.2
-your couimittes, 1004.{ 320.00 |........ 119.50 | 34.84( 3 7.48 ... 120 | 005.32
Required payment utider—-
Incremontal method. ...} .o oo foooiiii oo e et 571.00
) l)morenual benefit
011 TR R PRI PO DR PR R PR E—— 505. 00
3-axle dlasel tructor somitraller
combination; .
TPrust fund réveuuo frém—
_ Existing law, fol : , . : :
Fioal yoar e Tt | | ey |08 | bl
i Fis year: KTV PP, » f .15 | 6.6 4.39 60 3
H,R, 6713 umondcd by . 2.4
your cominittee, 1064, | . ... 244.28 | 136.60 | 34.84 | 3.80 | 7.48 |........ 120 | 546.60
Require uﬁj&ymént under— ‘
) {al O TRYCY: D RN NN PO IR DU SOV INUUUR IR 571,00
Diﬂeren {al benefit
od 505,00
H.R, 6713 nmended by.|. ‘ . &%
your comtnittee; 1064:1 606.08 |....... .| 196.28 § 73.16 [ 8.17 [16.72 {....___. 163.00 (1,064.41
Reqillred paytmleut w}n(;lgr-—
ncremeéntal me RPN U FEPPURIN FORI RS NN IR PSR SRR RS ,085.
Dmerentlul benefit 1,085.00
........................................................................... 871.00 .
4-axle dl&sel traotor semltraller
combination: . )
‘Trust fund rev trom--
E‘lﬁ:llgg llavéjor—;‘ ‘e 58 83
*ls0a , . 7.35 1,79 ........ 75.00 | 700.02
Flscal ybér 19640, ....... . 68.53 | 735 [11.79 | 8.56 | 75.00 | 599.49
H.R; 6713 aprietided by ’
your, conim{tied, 1064.[....... 436.36 | 221.08 | 73.16 | 8.17 [16.72 |........ 165.00 | 920.39
Required payment under— :
Incremeéntal method. .. | .oioofoeeainiioamoii oo e 1,085.00
Difterential benefit
bhod oz e e 871,00
sitractor semf.
trailer combliiation; i, ;
revemie f
Fiscal ‘Year l& .. 942,76 ). ..... 127.23 | 121.24 [12.14 |22, 00.00 1,316.12
Fiscdl year 1064.. ... 707.07 |........ 127.25 | 121.24 [12.14 [22.73 | 23.96 90: 4,
H. R, 6713 nmé wed by 00 11,1045
- your cominittee, 1064.] 942,76 |........ 254.50 | 151,85 |13.49 [30.30 |........ 216, 00 }1, 603.60
Required pryment itndor— R
Incremental method. .. Joooooooifoooooii oo e e e e 1,769.00
Differential henefit !
me%hod ......... DU PUCDRIIY POV AP T M B ORI 1,245.0
s-axle diesel tract traller : !
comination!’ :
Trust rund 3 B
Exlstlng AW for=s: Y P
raier Bln] 28 o
. { . 3
Ha. s ""’1%'8;2"“133{ ' 651,16 | 286.36 | 161 . "
your committéd, 1064.1....___. . . 183,585 [13.49 [30.30 |........ 216,00 §
Requlired payment under— 6. 00, l',s‘“'«
Incrementsl method. .. f.oeeeaocfoooiolemnonan oo o L]l 1, 789, 00
Difterentlial benefit . - :
SPUVUU ISR FOURIPY IR N SO 1,245.00

method.,..coocnuuans|s .

...............

" Bource: U.8. Department of Cominerce, Bures of Puiblte Roads.
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V. INSTALLMENT PAYMENTS OF ‘TAX ON THE USE OF

SRR ',t HIGHAWA?'VEHICD‘ES” R

EEA B SITEERCEE TSN £ R TS R T DI T

- Both versiotis of the bill add-a ‘new: provision' to.the Internal Rev-
enue Code (sec. 6166) providing that those subject to the‘tax on the
use of highway motor vehicles weighing -over: 26,000 pounds may
elect to pay this-tax in inhstallments:: This provision has been added
to title 11 of 'the bill'because-it was ‘recognized."thatj 'in ‘the case ‘of
- truckers.operafing on'quite limited funds, the requirehient that this
entire tax. be'p’ziig in one:payihent:works' a real finaficial hardship.
Under existing regulations, any person incurring liability’ for this
use tax ig'réquired to file a  return .on:or:before the last day of the
next monthafter that in which the first use of any motor vehicle
occurs.: (Under this, of course, & taxpayer may be required to file
more than one return during the year and under the new provision‘a
soparate election to'pay an installinent may be'mude with each such
return unless the return is filed in the last 3 months‘of the fisciil year.)
Under the bill the first installment of tax is'due at the same titie the
return-must be filed.” The second installment is due on or before the
Inst day of the third month following the caléndar quarter in' which
liability was incufred.' The third installment;:if any-i§ -due, must be
paid on or before the lust day of the'sixth month followiiig the ¢alendar
quarter in which liability was incurred, and the fourth'installment, if
any is due, must be paid on or before the ‘last'day of the ninth'month
fo]low.iﬂ'g‘thqculen(rar quarter in which liability was incurred, The
tabulation :preseritéd below has béen worked out to show' the install-
ment due dates described by the bill based ‘on the presently: preseribed
date for filing the return. This table of payments, it will'be noted,
_presents a plan for regularizing all payments after the initial payment
which, of course, is determined by the month in which liability is

first incurred.

It the liabllity was | Ist Installment Is'| 2d Installntent is | 84 iustallment is | 4th installment Is
incurred in— due ot or before due on or before due on or before due on or before
the last day of-- the last day of— |  the last day of— the last day of—
JY . o 7 June.
August.....oooooooioo. ----]| June,
September. ......._..._ 0 ..| June,
October..cenennn ...
November. . ... _......
Decomber oo A
January. . oo . *
February . . _. o
Msich . ooinaeane. .

Where a. vehicle subject to this:tax is sold during the year, it is
possible for two persons to become linble for this tax. ; However,
provision is made to prevent. doublil'lg,dpéofjtax; payments .in -such
cases. . The.person in whose name the vehicle is registered at the time
of the first taxable use incurs liability, for the total tax,at the time of
such first use of the. vehicle,. This hability.is for the total tax even
though he elects to. pay. the tax in. installments, and sells;the, vehicle
to another. person before-the end of the taxable year.; Although.the
first owner of ‘the vehicle is liable: for:the full payment.of the. tax.
(even for installments due after selling the vehicle), if he fails to pay
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eithér the total tax or any installment when due, the second owner
may be required to pay any tax remaining due. His liability begins
in the month in which he 18 notified of it by the District Director of
Interhal Revenue. A, He may then pay the tax in installments if more
than 3 months remain inthefiscal year.... . ., e
Technical provisions added in conhection with this 'installment
privilege are similar to those applicable in other cases where taxes are
paid in installments. Thus, where ainy part of a tax is omitted from
a return filed by a taxpayer who has elected the installment privilege,
this additional fax is prorated equally to all installments, whether
paid or unpaid, for which the election has béen made. The additional
tax prorated to the installments already due must be paid upon notice
and demand from the Secretary of the Treasury or his delegate.
Also, where a taxpayer fails to pay an installment on or before the
date prescribed for payment, the bill provides that the entire unpaid
tax must be paid upon notice and demand from the Secretary of the
Treasury or his delegate. : . ’
Interest on underpayments of installments runs from the due date
for the installment, However, where the installment privilege has
been terminated, and the time for payment of remaining installments
accelerated ‘by the issuance of a notice and demand, interest on these
installments runs from the date of the notice and (iemzmd. Interest
on additional tax prorated as described above is to run from the date

prescribed for the payment of the first installment.

VI. GASOLINE SOLD FOR USE 'FOR ’NONFUEL PUR-
POSES AS MATERIAL IN MANUFACTURE OF ANOTHER

ARTICLE

At the present time petroleum products, other than gasoline, such
as methane, pentane, and H)ropane are widely used as raw feed stock
by chemical companies in the manufacture of plastics and petrochemi-
cals. Under present law these products when sold for use or used by
any person for the propulsion of a motor vehicle, motorboat or
airplane are subject to ts)m same 4-cent tax as gasoline. Fowever,
when these products are sold to chemical companies for uses such as
tl.ose referred to above, no tax is applicable. Gasoline, on the other
hand, under present law is subject to a 4-cent tax, except that where
it is used for nonhighway purposes a 2-cent refund may be claimed:

The chemical companies have found that natural gasoline also is
capable of being used in the manufacture of plastiés'and other petro-
chemicals. It has been reported that it is an excellent charging stock
for petrochemicdl manufactiring, being suitable to supplément exist-
ing cliemical raw feed stocks. Pilot plant experimeénts in thé use o
casinghéad and natural gasoline in the manufacture of plastics and
other petrochemicals also hiave proved successful.  However, gasolirie
has not been used in' the manner commereially primarily because of
theriet 2-cent-agallon tax'which must be paid. o L

Your committee beliéves ‘tliat it is unfortunate to in effect prevent’
the use of gasoline in the manufacture of other nonfuel articles,’ This

is contrary to the policy the Congress has followed in generally not
taxing articles which are used in the manufacture of other articles. .



FEDERAL-AID HIGHWAY ACT OF 1961 23

.As a result of these considerations, title II of both versions of the
bill provides an-exemption from :ke gasoline tax in the case of
gasoline sold for use by the purchaser (or his purchaser) for nonfuel
urpose§ as a inaterial in the manufactiire of another article to be
produced by the'purchaser (or second purchaser).
* For the exemption to'apply, the gasoline must be sold for use as an
ingrédient of the article ﬁeing manufactured or produced, as would
be the case where it is used as an ingredient in plastics or petro-
chemicals. The exemption does not apply if the gasoline is consumed
in the manufacturing process rather than being an' ingredient in the
finished product. Thus, for example, gasoline used to power machin-
ery at a plant would not be considered as used as a material in the
manufacture or })roduction of an article being manufactured or pro-
g )

duced at such a plant, ;
The phrase “for nonfuel purposes” is intended to make it clear

that this exemption does not apply even though the gasoline becomes
a component ‘part, or is used as a material in, another article if the
gasoline serves as a fuel either by itself, or as a fuel additive to another
product. No change in present law is intended in this respect.
The bill also amends the code (sec. 4218) to permit a similar
exemption from tax where the producer or importer of the gasoline
himself makes a nonfuel use of the gasoline as a material in the
manufacture or production of another article. In addition, the bill
amends the code (sec, 6416(b)(3) ) to permit a credit or refund of the
tax paid on gasoline wheére the purchaser uses it. for nonfuel purposes
- as a material 'in the manufacture or production of another article.
Since gasoline presently is not, beifg used for the'purposes described
above, and since 1t appears unlikely that it will be so used so long nas
the present tax appliés, ‘it is believed that tlhis exemption will not
result in any loss of revenue. This exemption, or credit, or refund,
in-the case of gasoline used by a person othier than the producer or
importer is to apply with respect to gasoline sold on or after October
1, 1961, and in the case of gasoline used by the producer or importer
himself is to apply to gasoline used on or after that date. :

VII. PAYMENTS TO RETAILERS FOR GASOLINE TO COM-
PENSATE FOR TAX LOST BY SHRINKAGE, EVAPORA-

TION, ETC.

Your committes has added an amendment to the bill: providin
that retail dealers-of gasoline are to-be compensated for the tax pai
on gasoline which is lost by shrinkage, evaporation, or other causes.
The payment is to be 1 percent of -the gasoline tax on the gasoline
sold by the dealer; o . s _

Under present law the Federal tax on gasoline is imposed on the
prodiicer, importer or wholesale distributor of the gasoline and :is
payable. shortly afteér he makes. his sale, Thus, for the producer,
importer, or ‘wholesale distribitor losses throngh shrinkage or evap-
oration, etc., while the gasoline is in his posséssion do not result in
the payment of tax on a larger amount than that sold. In the case of
& retail dealer, howevet, since the'tax is usually' imposed on-the person
from whom he makes'the ‘purchase, any amount of gasoline he'loses
is tax-paid gasoline, In the past, when the tax was imposed only on
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the produder or importery Congr,e%.l.'?&ogn.iz.ed that this type of treat-
ment- diseriminated against wholesalg ;dllst.ri,bu."tors, and as: a resylt, ji
1959 -permitted .these .distributors-fo buy gasdline on a tax-free basis
and pay.the tax:at the time they made, their;sale, -1t is not practical;
however, to collect the gasoline tax. from.each of the many ,mtmf
gasoline dealérs, however, at the time they .make their sales, . As 4
result, in order to remove this discrimination in the case of retail
dealers; your: committee’s amendment, in lieu of imposing a tax at
the retail levely grants the 1 percent shrinkage allowance to the dealers,

Claims for payment of this allowance are to be filed on an annual
basis for the year ending June 30. The claims must be filed within
3 months of the end of such a year. _ N

- No allowance is to be paid to any retail dealer for gasoline sold by

him if the Treasury Department determines the gasoline was exempt
from thie gasoline tax, the tax is refundable to any one, or with respect
to gasoline used on farms or gasoling used for certain nonhighway
purposes of by local transit systems (under sec. 6421). Also, no
nllowance is to be paid to a retail dealer for gasoline sold by him
to another dealer including a wholesale dealer or distributor of
gasoline. . .

This allowance with respect to shrinkage, evaporation, etc., is to
be aviiluble only with respect to gasoline sold by retail dealers after
June 30, 1961, - o

Since all of the receipts from the gasoline tax are appropriated to
the highway trust fund, provision is made for reimbursement of the
general fund of the Treasury by the highway trust fund for these

allowances paid to retail dealers,
VIII. CHANGES IN EXISTING LAW

In complinnce with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes’in existirig law made by title II of the bill;
as reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman):

HIGHWAY REVENUE ACT OF 1956

* * *® » L » »

SEC. 209. HIGHWAY TRUST FUND.

(a) CreATiON oF TRrust Funp.—There is hereby established in
the I'reasury of the United States a-trust fund to be known as the
‘“Highway Trust Fund” (hereinaftér in thig section called the “Trust
Fund’), The Trust Fund shall consist of such amounts as may be
appropriated or credited to the Trust Fund as provided in this section.

(b) DEcLARATION OF Poricy.—It is hereby declared to be the
policy of the Congress that if it hereafter appears— . .

(1) that t.ﬁe total receipts of the Trust Fund (exclusive of
advances uider subsection (d)) will be less than the total ex-
penditures from such Fund (exclusive of repayments. of such
advances);or . = .. - . L e
(2). that the distribution of the tax burden among the various
classes of persons.using the Federal-aid highways, or otherwise
deriving benefits from such highways, is not equitable, ,
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the Congress shall enact legislation in order to brihg about & balance
of total receipts and total expenditures, or such equitable distribution,
as the'cags may be, . T Co

(¢) TraNsFER ‘'To Trust Funp or AMouNTs . EQuivALeNT TO
CunrraIN TAxES— N

(1): In aeNBRAL.—There is hereby:appropriated to the Trust
Fund, out of any money in the Treasury not otherwise appro-
priated, amounts equivalent to the following percentages of the
taxes received in the Treasury bofore .[July 1, 19727 October 1,
1972, under the following provisions of the Internal Revenue
Code of 1964 (or under thoe corresponding provisions of prior
revenue laws)—

(A) 100 percent of the taxes received after June 30, 1956,
under sections 4041 (taxes on diesel fuel and special motor
fuels), 4071(a)(4) (tax on tread rubber), and 4081 (tax on
gasoline) ; -

(B) 20 percent of the tax received after June 30, 1956,
and before July 1, 1957, under section 4061(a)(1) (tax on
trucks, buses, otc.); :

(C) 50 poercent of the tax received after June 30, 1957,
and before July 1, 1961, under section 4061 (a)(1) (tax on
trucks, buses, ete.), and 100 percent of the tax received after
June 80, 1962, under section 4061(a)(1);

(D) 37!4 percent of the tax received after June 30, 1956,
and before July 1; 1957, under section 4071(a)(1) (tax on
tires of the type used on highway vehicles);

(E) 100 percent of the taxes received after June 30, 1957,
under section 4071(a) ﬂl), (2), (3), and (5) (taxes on tires
ofbth'e; type uséd on highway vehicles, other tires, and inner
tubes);. . . .

(F) 100 percent of the tax received under section 4481
(tax on use of certain vehicles); and :

(G) 100 percent of the floor stocks taxes imposed by sec-
tion 4226(a). e ,

In the case of any tax ‘describéd in subparagraph (A), (B), or
(D), amotnts received during the fiscal year ending June 30,
1957, shall be taken into account ohly to ti;fé,pxtent attributable
to liability for tax incurred after June 30, 1956. _

[(2) Excise TAX ON AUTOMORILES, PARTS AND ACCESSORIES,
Erc.—There is hereby appropriated to the Trust Fund, out of
money in the Treasury not otherwise appropriated, amounts
equivalent to that portion of the taxes receivéd in the Treasury
after June 30, 1961, ‘and before July 1, 1964, under subsection
(a)(2)" (tax on passénger automobiles, etc.) and (b) (tax on parts
and accessories) of section 4061 of the Internal Revenue Code of
1954 which is equal to the amount which would have been so
received if the tax rate under each such subscction had been
5 perceut in lieu of ‘the.applicable rate.] . _, .

(3) LiaiLities INCURRED BEFORE [uLy 1,] ocroBer 1, 1972,
FOR NEW OR INCREASED TAxES.—There is hereby approprjated to
the Trust Fund, out'of any money in the Treasury not otherwise
appropriated, ainounts equivalant to the following, percentages
of the taxes which are received in the Treasury [after June 30,

815603°-01 8. Repts., 87-1, vol. 3-—- 20
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- 1972, 'and before July 1, 1973, and which are attributable to

liability for tax incurred:before July:1, 1972, after September 30,
1978, and before July 1, 1973, and which are attributable to liability
for tax tncurred before October 1, 1978, under the following pro-

'visions of the Internal Revenue Code of 1954—

(Az 100 percent of the taxesiunder.sections 4041 (taxes on
diesel fuel and special motor fuels), 4071(a)(4) (tax on tread
rubber), and 4081 (tax on gasoline); - .
(B) 20 percent of the tax under section 4061(a)(1) (tax
on trucks, buses, etc.); o
L(C) 387 percent of the tax under section 4071(a)(1) (tax
on tires of the typd used on highway vehicles); and
(C) 60 percent of the tax under section 4071(a)(l) (tax on
tires of the type used on highway vehicles) and 10 percent of the
taz under section 4071(a)(3) (tax on inner tubes for tires), and
(D) 109 percent of the tax under section 4481 (tax on use
of certain vehicles).

(4) MEerHop oF TRANSFER.—The amounts appropriated by
paragraphs (1), (2), and (3) shall be transferred at least monthly
from the general fund of the “L'reasury to the Trust Fund on
the basis of estimates by the Secretary of the Treasury of the
amounts, referred to in paragraphs (1), (2), and (3) received in
the Treasury. Proper adjustments shall be made in the amounts
subsequently transferred to the extent prior estimates were in
excess of or less than the amounts required to be transferred.

* * * * * * *

(f) EXPENDITURES FROM Trust FUND‘——- X

(1) FEDERAL-AID HIGHWAY PROGRAM,—Amounts in the Trust
Fund shall be available, as provided by.appropriation Acts, for
making expenditures after June 30, 1956, and before [July 1,]
October 1, 1972, to meot those obligations of the United States
heretofore or hereaftor incurred under the Federal-Aid Road Act
approved July 11,1916, as amended and supplemented, which
are attributable to Federal-aid highways (including those portions
of general'administrative expenses of the Bureau of Public Roads
payable from such appropriations). S o .

(2) REPAYMENT OF ADVANCES FROM GENERAL FUND,—Advances
made pursuant to subsection (d) shall be repaid, and interest on
such advances shall be paid, to the general fund of the Treasury
when the Secretary of ‘tI]’lb Treasury determines that moneys are
available in the Trust Find for such purposes. Such interest
shall be at rates computed in the same manner a8 provided in
subsection (e)(2) for special obligations and shall be compounded

aniially. J _

(3) TRANSFERS FROM TRUST FUND FOR [GASOLINE USED ON
FARMS AND FOR CERTAIN OTHER PURPOSES] FOR PAYMENTS MADE
wIrH RESPECT TO dAsoLINE.—The Secretary of the Treasury shall
pay from time to time from the Trust Fund into the general fund
of the Treasury amounts equivalent to the amotints paid before
July 1, 1973, under sections 6420 (relating to amounts piid ‘in
respect of gasoline used on farms) [and 6421], 6421 (relating to

‘amounts paid in res’i)ect of gasoline used for certain nonhigh-

way purposes or by local transit systems), and 6424 (relating to
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- amounts.patd in respect.of gasoline lost by shrinkage, evaporation,

.elo.):of the Internal Révenue Code of 1964 on the basis of claims

- filed for periods beginning after June 30, 1966, and ending before
- [July:1,} October 1,1972. . ‘ o ‘

(4) 1972 FLOOR ;8T0CK8 REFUNDS.—'The Secretary; of: the
Treasury shall'pay-from time to time from the Trust Fund-into the
general fund of the Treasury amounts équivalent to the following
percentages of the floor stocks refunds made before July 1, 1973,
under section 6412(a)(2) of the Internal Revenue Code of 1954 —

(A) 40 percent of the refunds in respect of articles subject
to the tax imposed by section 4061(a)(1) of such Code
(trucks, -buses, etc.); o

(B) 100 percent of the refunds in respect of articles subject
to tax under [section 4071(a) (1) or (4) of such Code (tires
of the .type used on highway vehicles and tread rubber)]}
section 4071 (a) (1), (8), or (4) of such Code (certain tires, tubes,
and tread rubber); and

(C) [66%] 80 percent of the rofunds in respect of gasoline
subject to tax under section 4081 of such Code.

[(5) 1961 FLOOR BTOCKS REFUNDS ON GASOLINE.—The Secre-
tary of the Treasury shall pay from time to time from the Trust
Fund into the general fund of the Treasury amounts equivalent
to the floor stocks refunds made before July 1, 1962, under sec.
tion 6412(a)(3).]

* * *

INTERNAL REVENUE CODE OF 1954
CHAPTER 31—RETAILERS EXCISE TAXES

[ [ ] ] L ] * t .
Subchapter E—Special Fuels

Sec. 4041, Imposition of tax,
Sec. 4042, Cross reference.
SEC. 4041. IMPOSITION OF TAX. ' _
(a) DieserL FueL.—There is hereby imposed a tax of [3 cents] 4
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-powered highway
vehicle unless there was a taxable sale of such liquid under para-

graph (1). _

In the case of a liquid taxable under this subsection sold for use or
used as a fuel'in 4 diesel-powered highway vehicle (A) which (at the
time of such-sale or use) is not registered, and is not required to be
registored, for highway use under the'laws of any State or foreign
country, or (B) which, in the case of a diesel-powered highway vehicle
owned by the United States, is not used-on-the highway, the tax im-
fosed"by eragta’ph (1) or by paragraph (2) shall be 2 cents a gallon;
f a liquid on which tax was imposed: by paragraph (1) at the rate of
2 cents a gallon by reason of the preceding sentence is used as a fuel in
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.8 diesel-powered"highwuy vehicle' (A) which'(at the timé of such use)
‘is registered, ‘or-is requiréd to be registered; for highway use'under the
‘laws of -any ‘State or foreign: country, or (B) which; in' the case of a
diesel-powered highway vehicle owned by the ‘United States;'is used
‘on the highivay, a tax of [1 cent] 2 cents a gallon sliall be imposed

under_:géragra’ph (2). X S
.-, (b)SPECIAL. MO'TOR 'Fuprs;~There is -hereby imposed a tax of
I3 cents] 4 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)
of this section)-— . :

- (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 siuch 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). , :

In the case of a liquid taxable under this subsection sold for use or
used otherwise than as a fuel for the propulsion of a highway vehicle
(A) which (at the time of such saleor use) is registered, or is required
to be registered, for highway use under the laws of any State or foreign
country, or (B) which; in"the case of a highway vehicle'owiied by the
United States, is used on the'highway, the tax imposed by paragraph
(1) or by paragraph (2) shall be 2 cents a gallon. If a liquid on which
tax was imposed by paragraph (1) at the rate of 2 cents a gallon by
reason of the preceding sentence is used as a fuel for the propulsion
of a highway vehicle (A) which (at the time of such use) is registered,
or is required to be registered, for highway use under the laws of any
State or foreign country, or (B) which, in the case of a highway vehicle
owned by the United States, is used on the highway, a tax of [1 cent]
2 cents a gallon shall be imposed under paragraph (2).

(¢) Rare RepucrioNn.—On and after [July 1,J October 1, 1972—

(1) the taxes imposed by this section shall be 1} cents a
gallon; and o 1

(2) the second and third sentences of subsections (a) and (b)
shall not apply. o

(d) ExemprioNn For FArM Usg—

(1) Exemprion.—Under regulations prescribed by the Secre-
tary or his delegate— ‘ . ,

(A) no tax shall be impésed uhder subsection (a)(1) or
(b)(1) on the sile of any liquid sold for use on a favm for
farming purposes, and ,

(B) o tax shall be imposéd under subsection (a)(2) or
(b)(2) ‘6n ‘the use of any hquid used on a farm for farming
purposes. /

(2) Use oN A FAUM FOR-FARMING PURPOBES.—For purposes of
paragraph (1)-of thig subsection, use on'a farm for farming pur-
posesshall be deétefmined in accordance with paragraphs (1), (2),

.and-(3) of section'6420(¢)..- , ... - . .. S
(e). ExemprioN For Usk As SurpLiEs FOR VEssELS.—Under reguln-
tions prescribed by the Secretary or his delegate, no tax shall be im-
posed.under subsection ‘(b) in-the case of any fuel sold for use or. used
as suppliés for vessels or aircraft:(within the meaning of section 4221

(d)(3)).
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[(f) THmbonaiy: INorBASES (N TaAx:=~On and - after October 1,
1959, and belore Julyi 15 1961— - ;- ...

[(1) if (without regard to this subsechon) the tax 1mposed b
subsection. (a) or (b) 1s 3 cents a gallon, the tax imposed by.such
suhsection shall be 4 cents a gallon, and

[(2) if (without régaid to this slibiection) the tax imposed
under paragraph (2) of subsection (a) or (b) is'1 cent a gallon,
the tax imposed under such pamoraph shall be 2 cents a gallon.]}
* * * * I R | *

CHAPTLR 32—MANUFACTURERS EXCISE TAXES

,Sunouu'mn A Automotfve and.related jtems.

SUBCHAPTER B, ‘;[lousehold type eqilipnient, ete.
oo SuroHAPTER ‘O: * Entertainment squipment. -

SurcHAPTER D. Recreational equxpment

SUBOHAPTER E, " Other fteims, - -
SUBCHAPTER F. Speoml prowsions appllcable to mauufacturers tax,

- SuscHAPTER (.~ Exemptions, registration, etc _

Subchapter A—Automotive and Related Items

Part 1. Motor. vehicles.
Part II, ‘Tires and tubes.
Part III.  Petrolenm products.

PART I—MOTOR VEHICLES
See. 4061,  Imposition of tax.
Sec. 4062. Definitions, '
] Sec. 4063. Exemptions.
SEC. 4061. IMPOSITION OF TAX.

(n) Avrosmosires.—There is hereby imposed upon the following
articles (mcludmg in each case parts or accessories therefor sold on or
in connection” therowith or with the sale thereof) sold by the manu-
facturer, producer; or importer a tax equivalent to the specified
percent of the price for which so'sold:

(1) Articles taxable at 10 percent, except that on and after
[July 1,J October 1,.1972,: the rate shall be 5 percent——
Automobile truck chassis.
Automobile’ truck bodies.
Automobile bus chassis.
Autsmobile bus bodies.
“I'ruck and bus- trailer arid:semitrailer chassis.
'ruck and bus trailer and semitrailer bodies.
Tractors of the kind chleﬂy used ‘for highway transporta-
tion in ¢ombination with a trailer or semitrailer.
A sale of an automobile truck; buS? truck or bus trailer or semi-
trailer shall, for the purposes of this J)aragraph ‘be cons1dered to
: be a sale of ‘the chassis and of the bo
o (2) Articles taxable’at’ 10 percent except that on and after

July 1, 1961, the rate shall be 7 percent— -
: ' Automobile ‘chassis -and bodies other than those taxable

N

under’ paragraph (1),
Chasms and ‘bodlés- forztrallers and sexhltrallers (other than
- liouse ‘trailers) suitable for use in con‘nectlon \mth pass

senger automobiles. NI P

[N
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A sale of an ‘automobile, trailer, or: semitrailer shall, for the
purposes of this parz:graph, be considered to be a sale of the
y.

chassis and of the bo
* ] * L] . s -

PART II—TIRES AND TUBES

Seo. 4071, Imposition of tax.
Ses, 4072, Definitions.
5 Seo, 4073. Exemptions.
SEC. 4071. IMPOSITION OF TAX.

(8) ImposiTION AND RATE OF TAx.—There is hergby imposed upon
the following articles, if wholly or in part of rubber, sold by the manu-
facturer, producer, or importer, a tax at the following rates:

(1) Tires of the type used on highway vehicles, [8 cents]
10 cents a pound.

(2) Other tires (other than laminated -tires to which paragraph
(56) applies), 5 ¢ents a pound. .

. (3) Inner tubés for tires, [9 'cents] 10 cents a pound.

(4) Tread rubber, [3 cents] 4 cents a pound. _

(5) Laminated tires (not of the type used on highway vehicles)
which consist wholly of scrap rubber from used tire casings with
an internal metal fastening agent, 1 cent a pound.

(b) DeTERMINATION OF WEIGHT.—For purposes of this section,
weight shall be based on total weight, except that in the case of tires
such total weight shall be exclusive of metal rimns or rim bases. Total
weight of the articles shall be determined under regulations prescribed
by the Secretary or his delegate.

(c) RaTe RepuctioN.—On and after [July 1,] October 1, 1972—

(1) the tax imposed by paragraph (1) of subsection (a) shall
be 5 cents a pound; [and

(2) the tax imposed by paragraph (3) of subsection (a) shall be
9 cents a pound; and ;

£(2)] (3) paragraph (4) of subsection (a) shall not apply.

] * * * * * *
PART III—PETROLEUM PRODUCTS

Subpart A, Gasoline,
‘Subpart B. Lubricating oil.
Subpart C. Special provisions applicable to petroleum produects,

Subpart A—Gasoline

Sec. 4081. Tmposition of tax.
Sec. 4082, Definitions.
Sec. 4083. Exemption of sales to producer,
_ Sec. 4084. Cross references.
SEC. 4081. IMPOSITION OF TAX.

(a) IN GENERAL.-—There is hereby imposed on gasoline sold by the
roduéer or importer, thereof, or by any producer of gasoline, a tax of
3 cents] 4 cents a gallon. . s .

(b) Rare REDUCTION.—On and after:[July 1,] October 1, 1972, the

tax imposed by this section shall be 1} cents a gallon.

- [(c) TemporARY INCREASE IN Tax.—On and after October 1, 1959,
and before July 1, 1961, the tax imposed by this section shall be 4
cents a gallon.]y ' :

* * * L* * * *
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SEC. 4084. CROSS REFERENCES. .
* * . * B = *

(3). For provisions to compensate retail dealers for the tox paid on
gasoline which is lost by shrinkage, evaporation, and other causes,
see sectron 6424.

x * * *® Toow * *

Suhchapter F—Special Provisions Applicable to Manufacturers Tax
. » * * ! . * .

SEC. 4218. U%IZ‘L%Y MANUFACTURER - OR: IMPORTER 'CONSIDERED

(a) GeNerAL Rune,—If any person manufactures, produces, or
imports an’ article (other than an article specified in sugsection (b),
(¢), or (d)) and uses it (otherwise than as material in- the manufacture
or production of, or as a component part of, another article taxable
under this chapter to be manufactured or produced by him), then he
shall be liable for tax under this chapter in the same manner as if
such article were sold by him. This subsection shall not apply in the
case of gasoline used by any person, for nonfuel purposes, as a material
in the manatfacture or production of another article to be manufactured
or produced by him. ‘

(b) Tires, TuBes, ANp AuromoBILE REcEIvING SkTs.—Except
as provided in subsection (d), if any person manufactureés, produces,
or imports a tire or inner tube taxable under section 4071, or an
automobile radio or television receiving set taxable under section
4141, and sells it on or in connection with the sale of any article, or
uses it, then he shall be liable for tax under this chapter in the same
manner as if such article were sold by him, o

(¢c) AuromoBILE Parts, Rapio ComponENTS, CAMERA LENSES,
Erc.—If any person manufactures, produces, or imports a pirt or
accessory taxable under section 4061(b), a radio or television com-
ponent taxable under section 4141, or a camera lens taxable under
section 4171, and ‘uses it (otherwise than as material in’the manu-
facture or production of, or as a component part of, any other article
to be manufactured or produced by him), then he shall be liable for
tax under this chapter in the same manner as if such article were
sold by him, _ : o

(d) Brcycue Tires AND T'uBgs.—If any person manufactiires, pro-
duces, or imports a bicycle tire (as defined in section 4221(¢)(4)(B))
or an inner tube for such a tire, and uses it (otherwise than as material
in the manufacture or production of,"or'as a component part of, a
bicycle, other than a rebuilt or reconditioned bicycle, to be manu-
factured or produced by him), tlien hé shall be liable for tax under this
chapter in t.%e same manner as if such article were sold by him. - ...
. (e) Compurarion oF TAx.—Except as provided in section 4223 (b),
in any case in which a person is made liabls for tax'by the preceding
provisions of this section, the tax ‘(if based on the price for which the
article'i$ sold)'shall-be .computed on the.price at. which-such:or similar
articles are sold, in the ordinary course of trade, by manufscturers,
Eg‘odhcers, ‘or importers, thereof, as detérmined by the Secretary or

is delegate. o ' : o B
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SEC. 4219, APPLICATION OF TAX IN-CASE:OF SALES BY OTHER.THAN
: MANUFACTURER OR: IMPORTER. ‘

In case any person acquirés from the manufacturer, producer, or
importer. of an article, by ‘operation of law or as a result-of any trans-
action not'taxable under this.chapter, the right to sell such article, the
sale of such article by such person shall be taxable under this chapter
as if made by the manufacturer; producer, or importer, and such
person shall be liable for the tax.

S.ﬁb‘bﬁapteli G‘—'»Eieﬁijpﬁ‘bn’é‘, Rregistvr'ﬁtio'n, Ete.

Seec. 4221, "Certain_tax-free sales,

Sec. 4222; Registrition, -

Sec. 4223. Speoial rules relating to further manufaéture.

Sec. 4224, Exemption for articles taxable as jewelry.

Sec. 4225. .Exim:iption of articles manufactured or produced by
ndians,

Sec. 4226, Floor stocks taxes.

Sec. 4227.- Cross references.

SEC. 4221. CERTAIN TAX.FREE SALES.

(1) GeNerRAL Rune.—Under regulations prescribed by the Secre-
tary ‘or_his delegate, no tax shall be imposed under this chapter on
the sale by the manufacturer of an article—

(1) for use by the purchaser for further manufacture, or for
resale by the purchaser to a sccond purchaser for uso by such
second puichaser in fuither manufacture,

- (2) for export, or for resale by the.purchaser to a second
purchaser for export,

(3) for use by the purchaser as supplies for vessels or aircraft,
_ (4) to a State or local government for the exclusive use of a
State or local government, or _

(5) to -a nonprofit educational organization for its exclusive

.. ,use, - -

but only if such exportation or use’is to occur before any other use,

- (b)- ProoFr:oF REsSALE rorR FurrtHerR MaNuracTure; -Proor or

Exporr,—Where an article has been sold free of tax under sub-

section (a)— .

~ (1) for resale by the purchaser to a second purchaser for use
by such second purchaser in further manufacture, or

(2) for export, or for resale by the purchaser to a second pur-

- i chager for export, - o

subséction: (a) shall cease to -apply in respect of such sale of such
article unless, within the.:6-month period which begins on the date
of thesale by the manufacturer (or, if earlior, on the date of shipment
by the manufacturer), the manufacturer receives proof that the article
has been exported or resold for use in further manufacture.. :

(c) ManuFacrurer  ReniEvep . From LiaBinity 1IN, CERTAIN
Cases.~—In the case of any article sold free of tax under this section
(other than a sale to which subsection (b) applies); and in the .case
of any, article sold free of tax under section 4063(b), 4083, or 4093, if
thé manufacturer in good faith accepts. a .certification by the pur-
chaser-that the article will be used in accordance with: the applicable
provigions of law, no tax shall thereafter. be imposed under this chap-
ter in respect of such sale by such manufacturer. . )
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(d) DeriniTioNs,—For purposes of ‘this’séction-— -

(1) MaNuFAcTuRER.—The term “manufacturer” moludes a8
producer ot importer of an' article;

(2) Export,—The term “export’’: mcludes shlpment to a: pos-
'session’ of 'the' United :States;:and’ the term “exported" includes

~shipped: to’ a‘possession of the Unitéd States, -

(3) ‘SUPPLIES ‘FOR VESSELS OR AIRCRAFT.—The torm . “supplxes
for vessels-or ‘aircraft’ ‘means fuel supplies, ships’ stores; sea
stores, or legltlmate eqmpment on’ vessels of war .of the United
States or of any foréign nation, vessels em loyed in the fisheries
or'in the whaling business, or vessels actu engaged in foreign
trade or trade between ‘the Atlantic and igaclﬁc ports: of the
United States or’ between the United States and ‘any of its’ pos-
sessions. For purposes of the preceding sentence, ‘the term
“vessels” includos ‘civil aircraft employed in foreign trade or trade
between the United States and: any of its possessions, and the
torm ‘‘vessels of war of the United States or of any foreign nation”
includes aircraft owned by the United Statés or by any foreign
nation and constituting & part of the armed forces. thereof.

(4) STATE OR LOCAL GOVERNMENT.—The term “Stato or local
government” means any State, any political subdivision thereof,
or tho District of Columbia.

(5)° NONPROFIT EDUCATIONAL ORGANIZ'ATION.——The term ‘‘non-
profit educational organization” means an educational organ-
ization described in section 503(b)(2) which is exempt from
income tax under section 501(&) The term also includes a
school operated as an activity of ‘an organization described in
séction 501(c)(3) which'is' exempt from income tax under section
501(a); if such school normally maintains a regular faculty and
curriculum and normally has a regularly enrolled body of pupils
or students.in attendance at the place where its educational
activities are regularly carried on.

(6) Use IN FURTHER MANUFACTURE.~—An: article -shall be
treated as sold: for use in further manufacture if— :

(A) such article (other than an article relerred to- in: sub-
paragraph (B)) is sold-for use by the purchaser as material
in the manufacture or productlon of, or as & component part
of, another article taxable under - this chapter to be manu-
iactured or produced by him; [or]}

(B) inthe case of a part or accessory taxable under section
4061(b), a radio or télevision comporent taxable under
section 4141,or a camera lens taxable under section 4171,
such ‘article is sold for useé by the purchaser as material in
the manufacture or production of; or as a component part

of, -another article to be manufactured or pr oduced by
hnmg_ J; or
(C) ' the case of gasoline tazable under sectzon 4081 such

gasoline 1s sold Jor use by the purchaser, for non, fuel purposes,
as a material n- the -manufacture or productwn of anotlzer
article to’ be man'ufactured or produced by him. Chees

) * " ‘ : ‘. ‘_a, .; . -t : /.; 'Y
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SEC. 4226. FLOOR STOCKS TAXES. .
- (a) IN GBENERAL,— . . . -

(1) 1956 TAX ON TRUCKS; TRUCK TRAILERS,:BUSES, ET0.—On
‘any ‘article subject to tax under section 4061 (a)(1) (r‘elatir‘x’g;t‘o
tax. on trucks, truck trailers, buses, etc.) which, on July 1, 1956,
is held by a dealer for sale, there is hereby imposed a floor stocks
tax at the rate of 2: percent of the price for which the article
was purchased by such dealer. - .If the price.for which the article
was sold by the manufacturer, producer, or importer is established
to the satisfaction of the Secretary or his delegate, then in lieu
of: the amount specified in the preceding sentence, the tax
imposed by this paragraph shall be at the rate of 2 percent of
the price for which the article was sold by the manufacturer,
producer, or importer, -

(2) 1956 TAX ON TIRES OF THE TYPE USED ON HIGHWAY VE-
mioLEs.—On tires subject to tax under section 4071(a)(1) (as
amended by the Highway Revenue Act of 1956) which, on
July 1, 1956, :are held—

(Ag by a dealer for sale, ‘
(B) for sale on, or in connection with, other articles held

by the manufacturer, producer, or importer of such other
articles, or
(C) for use in the manufacture or production of other

articles, ;
there is hereby imposed a floor stocks tax at the rate of 3 cents a
pound. The tax imposed by this paragraph-shall not apply to
any tire which is held for sale by the manufacturer, producer, or
importer of such tire or which will be subject under section
4218(a)(2) or 4219 to the manufacturers excise tax on tires,

(3) 1956 Tax oN TREAD RUBBER.,—On tread rubber subject to
tax under soction-4071(a)(4) (as amended by the Highway
Revenue Act of 1956) which, on July 1, 1956, is held by a dealer,
there is hereby imposed a floor stocks tax at the rate of 3 cents
a pound. The tax imposed by this paragraph shall not apply in
the case of any person if such person establishes, to the satisfac-
tion of the Secretary ‘or his’délegate, that all tread rubber held
by him on July 1, 1956, will be used otherwise than in the re-
capping or retreading of tires of the type used on highway vehicles
(as defined in section 4072(c)). _ i

(4) 1956 TAX ON GASOLINE.—On gasoline subject to tax under
section 4081 which, on July'1, 1956, is held by a dealer for sale,
there is hereby imposed a floor stocks tax at the rate of 1 cent
a gallon. The tax imposed by this paragraph shall not apply to
gasoline in retail stocks held at the place where intended to be
sold at retail, nor to gasoline held for sale by a producer or im-
porter of gasoline. o L

(5) 1969 Tax oN.aasoLINE.—On gasoline subject to tax under
section 4081 which, on October 1, 1959, is held by a dealer for
sale, there is hereby imposed a floor stocks tax at the rate of 1
cent a gallon. The tax imposed by .this paragraph shall not
apply to gasoline in retail stocks held at the place where in-
tended to be sold at retail, nor to gasoline held for sale by &
producer or importer of gasoline.
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.. (6) 1961 TAXES ON CERTAIN TIRES ‘AND INNER TUBES.—On
tires. subject to tax under - section éOZI:(a)(I'), and on inner- tubes
zzllg'ect to tax under section 4071(a)(3), which, on July 1, 1961, are

. (A) by a dedler for sale, : e
(B) for sale ony or in connecltion with, other articles Keld by
the manufacturer, producer, or importer of such other articles, or
: (C) for use in the manufacture or production of other articles,
there 1is hereby tmposed a floor stocks tax at the rate of 2 cents a
pound in the case of sueh tires, and a floor stooks tax at the rate of 1
-cent a pound in the case of such inner tubes. The taxzes imposed
by this paragraph shall not apply to any tire or inner tube which 1s
held for sale by the manufacturer, producer, or tmporter of such tire
or tube, or which will be subject under section 4218(b) or 4219 to
the manufacturers excise tax on tires or inner tubes.

(7) 1961 T14x oN TREAD RUBBER.—On ‘tréad rubber subject to
tax under section 4071(a)(4) which, on July 1, 1961, is held by a
dealer, there is hereby imposed a floor stocks tax at the rate of 2 cents
a pound.-. The tax imposed by this paragraph shall not apply in
the case of any person if such person establishes, to the satisjpaction
of the Secretary or his delegate, that all tread rubber held by him on
July 1, 1961, will be used otherwise than in the recapping or retread-
zng o{ t)i)res of the type used on highway vehicles (as defined in section

072(c)).

(b) OverrPaAYMENT OF FLoor Stocks Taxks.—Section 6416 shall
apply in respect ol the floor stocks taxes imposed by this section, so
as to entitle, subject to all provisions of section 6416, any person
paying such.floor stocks taxes to a credit or refund bhereofy for any
of the reasons specified in section 6416. -

(¢) MEANING OF T'ERMS.—For purposes of subsection (a), the terms
“dealer” and ‘“held by a dealer” have the meaning assigned to them
by section 6412(a)(4).

(d) Due Dare or Taxes,—The taxes imposed by subsection (a)
shall be paid at such time after September 30, 1956, as may be pre-
scribed by the Secretary or his delegate; except that the tax imposed
by paragraph (5) shall be paid at such time after December 31, 1959,
as may %e prescribed by the Secretary or his [delegate.] delegateland
except that the taxes tmposed by paragraphs (6) and (7) shall be paid at
such time after September 30, 1961, as may be preseribed by the Secretary

or his delegate.

* * * * * : * *
CHAPTER 36—CERTAIN OTHER EXCISE TAXES
] A . . . ] .

Subchapter D—Tax on Use of Certain Vehicles

Sec. 4481, Impgbition of tax.
Seo, 4482. Definitions. -

Seo. 4483, Exemptions.

Seo. 4484. Cross reference.

SEC. 4481. IMPOSITION OF TAX. -_ |
- (a) ImposiTION OF Tax.—A tax is hereby imposed on:the use of
any highway motor vehicle which (together with the semitrailers and
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trailers customarily used in ‘connection with. highway motor vehicles
of the same: type ‘as such ‘highway -motor vehicle) has a:taxable gross
weight of ‘more :than:26,000 ‘pounds; at the-rate of [$1.50] $3.00 a
year for each 1,000 pounds of taxable gross weight or fraction thereof.
In the case of the tazable period beginning on July 1, 1972; and ending
on September 30, 1972, the tax shall be at-the rate of 76.cents for such
period for each 1,000 pounds of tazable gross weight or fraction thereof.

(b). By WHom Parpi—The tax imposed:by this section:shall be paid
by ‘the person in whose name the highway.motor vehicle is; oris re-
quired-to bé, registeréd undeér the law. of the State in which such ve-
hicle is, or isirequired 'to be, registered, or, in case the highway motor
vehicle is oWnég,by the United States, by the agency or instrumen-
tality of the United ‘States operating such .vehicle, 3 o
- [(c) ProraTioN or Tax.—If in any year the first use of the high-
way motor vehicle is after July 31, the tax shall be reckoned propor-
tionately from the first day of the month in which such use occurs to
and including the 30th day of June following,

[(d) One PAymeNT PER YEAR.—If the tax imposed by this section
is paid with respect to any highway motor vehicle for any year, no -
further tax shall be imposed by this section for such year with respect
to such vehicle.] .

(¢) Prorarion oF Tax.—If in any tazable period the first use of
the highway motor vehicle is after the first month in such period, the tax
shall be reckoned proportionately from the first day of the month in which
such use occurs to and ineluding the last day in such taxable period.

(d) ONE Tax LiaBrnity PErR PERIOD.— , ' :

(1) In aenerar.—To the extent that the tax imposed by this
section 18 pard with respect to any highway motor vehicle for any
taxable period, no further tax shal%, be imposed by this section for
such taxable period with respect to such vehicle.

(2) CroSS REFERENCE.—

For privilege of paying tax imposed by this section in install-
ments, see section 61656,

(e) Prriop Tax 18 EfFect.—The tax imposed by this section shall
apply only to use [after June 30, 1956, and before July 1, 19727
before October 1, 1972.. ‘

SEC. 4482. DEFINITIONS.

(a) Hicaway Motor VenicLe,—For purposes of this subchapter,
the term ‘“highway motor vehicle’” means any motor vehicle which
is a highway vehicle. = . .

(b) TaxaBLe Gross WeigHT,—For purposes of this subchapter,
the term” “‘taxable’ gross weight’’, whén used with respect to any
highway motor vehicle, means the sum of—

(1) the actual unloaded weight of—

. (A) such ‘highway motor vehicle fully equipped for serv-

ice, and e ) |
(B) the semitrailers --and- ‘trailers (fully - equipped for
service) customarily used in connéction with highway motor
vehicles of the same type as stich highway motor vehicle, and
(2) the weight of the maximum load customarily carried on
hi%hw'ay motor vehicles of the same'type as such highway motor
vehicle:and on the semitrailers and trailers referreg to in para-
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Taxable gross weight shall be determined nuder regulations prescribed
by the:Secretary or his:delegate - (which regulations: may include
formulas or other methods for determining the taxable gross weight
of vehicles by classes, specifications, or otherwise), .. .. . .
(c) Oruer. DEFINITIONS,—For purposes of this subchapter—
(IZI StaTe.—The terin “‘State’” means a State, a Territory of
the United States, and the District of Columbia.
(2) YEar.—The term ‘year” meéans the one-year period
beginning on July 1. S . _ ‘
(3) Use.—The term ‘‘use” means usé in the United States on
the public highways. =~ ' o
(4) TaxABrE PERIOD.—The term ‘‘tazable period” means any
year beginning before July 1, 1972, and the period which begins on
July 1, 1972, and ends at the close of September 30, 1972,

* L] L * * * *

CHAPTER 62—TIME AND PLACE FOR PAYING TAX

SuBcraPTER A. Place and due dateé for payment of tax,
Suscuarrer B, Extensions of time for payment.

Suhchapter A—Place a;ld Due Date for Payment of Tax

Sec. 61561. Time andplace for paying tax shown on teturns.
Sec, 6152, Installment payments.
Sec. 6153. Installment payments of estimated income tax by indi-

viduals, .
Sec. 6154, Installment payments of estimated income tax by cor-

v porations.
Sec. 6156. Payment on notice and demand. - '
Secc. 6166. Installment payments of tax on use of highway molor

vehicles. :
See. [6156] 6167. Payment of taxes under provisions of the Tariff

Act.

SEC. 6151, TIME AND PLACE FOR PAYING TAX SHOWN ON RETURNS.

(a) GeENERAL RurLe.—Except as otherwise provided in this section,
when a return of tax is required under this title'or regulations, ‘the
person requiréd -to make such return shall, without assessment or
notice and deniand from the Secretary or his delegate, pay such tax
to the principal internal revenue officer for the internal revenue
district in which the return is requiréd to be filed, and shall pay such
tax at the time and place fixed for filing the return (de’tern‘iined without
regard to any extension of time for filing the return).

(b) ExcepPrions.— ( o

(1) INCOME TAX NOT COMPUTED BY TAXPAYER.—If the taxpayer
elects under section 6014 ot to show the tax on the return, the
amount determiiied by the Secretary or ‘his delegate as payable
shall be paid within 30 days after the mailing by the Secretary or
his delegate to the taxpayer of a notice stating such amount
and making demand therefor. -

(2) USE oF GovERNMENT DEPOSITARIES,.—For authority of the
Secretary or his delegate to require payments to- Government
depositaries, see section 6302(c). '

(¢) DaTe Fixep ror Payment ‘or Tax.—In any case in ‘Which 8
tax is required to be paid on or before a certain date, or within a cer-
tain period, any reference in this title to the date fixed for payment of
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such tax'shall be deemed 4 reference.to the last day fixed for such
payment’ (determined without regard to:'any extension of time for
paying the tax). : SR : o
SEC. 6152. INSTALLMENT PAYMENTS. o

(a) PriviLeGe 70 Euiicr To MAKE INSTALLMENT PAYMENTS. —

(1) CorPORATIONS,—A corporation ‘subjéct to the taxes im-
posed by chapter 1 may elect to pay the unpaid amount of such
taxes in ihStaﬁﬁimi,ﬁs; as follows: L :

(A) withrespect to taxable years ending before December
31, 1954, four installments, the first two of which shall be 45
percent, respectively, of such taxes and the last two of which
shall be 5 percent, respectively, of such taxes;

(B) with respeet to taxable years ending on or after
December 31, 1954, two equal installmeénts, _

(2) EstATEs oF nECEDENTS,—A decedent’s estate subject to
the tax imposed by chapter 1 may elect to pay such tax in four
cqual installments.

(b) DATEs PRESCRIBED FOR PAYMENT OF INSTALLMENTS,—

(1) Four iNnsTALLMENTS.—In any case (other than payment of”
estimated income tax) in which ‘the tax may be paid in four
installients, the first installmont shall be paid on the date pre-
scribed for the payment of the tax, the second installment shall be
paid on or before 3 months, the third installment on or before
6 months, and the fourth installment on or before 9 months, after
such date. '

(2) T'wo INsTALLMENTS.—In any case (other than payment of
estimated income tax) in which the tax may be paid in two
installments, the first installment shall be paid on the date pre-
scribed for the payment of the tax, and the second installment
shall be paid on or before 3 months after such date.

(c) ProraTiOoN oF DEFICIENCY TO INsTALLMENTS,.—I[ an election
has been made to pay the tax imposed by chapter 1 in installments and
a deficiency has been assessed, the deficiency shall be prorated to such
installments. Except as provided in section 6861 (relating to jeopard
assessrnents), that part of the deficieicy so prorated to any instali}:
ment the date for payment of which has not arrived shall be collected
at the same time as and as part of such installment. That part of the
deficiency so prorated to any installment the date for payment of
which has arrived shall be paid upon notice and demand from the
Secretary or his delegate. ) , :

(d) AcceELERATION OF PAyMENT.—If any installment (other than an
installment of estimated income tax) is not paid on or before the date
fixed for its payment, the whole of the unpaid tax shall be paid upon
notice and demand from the Secretary or his delegate.

SEC. 6153. INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX

BY INDIVIDUALS.
. . . . . * )

SEC. 6154. INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX

BY CORPORATIONS.
) . . . . . .
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SEC;-6155, PAYMENT ON NOTICE AND DEMAND, :

(a): GENBRAL RULB.—Upon receipt of notice and demand from the
Secretary or his delegate, thére shall' be paid at:the ‘place and time
stated in such notice the amount of any tax (including any interest,
additional amounts, additions to tax, and assessable penalties) stated
in such notice and demand.

(b) Cross REFERENCES,—

(1) For restrictions on ‘assessment and collection of deficiency
assessnients of taxes subject to the jurisdiction of the 1'ax Court,
see seclions 6212 and 6213, : :

(2) For provisions relating to assessment of claims allowed in
& bankruptcy or receivership proceeding, see section 6873.

(3)'For provisions relating to jeopardy assessments, see sub-
chapter A of chapter 70. S C

SEC. 6156, INSTALLMENT PAYMENTS OF TAX ON USE OF HIGHWAY
MOTOR VEHICLES.

(@) Prrvireae To Pay Tax IN INsTALLMENTS.—If the taxpayer
files a return of the tax tmposed by section 4481 on or before the date
preseribed for the filing of such return, he may elect to pay the taz shown
on such return in equal installments in accordance with the following

table:

The number of

. ; installments
If Liability ts incurred in— shall be—
July, Augtist, or September_ . ... oL 4
3

October, November, or December. - _ - oo o..
January, February, or March ..o e 2

(b) Dares For PavINGg INSTALLMENTS.—In the case of any laz pay-
able in installments by reason of an election under subsection (a)—

(1) the first installment shall be paid on the date prescribed for
payment of the taz,

. (2) the second installment shall be pard on or before the last day
of the third month following the calendar quarter in which the
hability was incurred,

(8) the third installment (if any) shall be paid on or before the
last day of the sixth month follounng the calendar quarter in which
the liability was incurred, and -

(4) the fourth installment (}'f any) shall be paid on or before the
last day of the ninth month following the calendar quarter in which
the liability was tncurred.

(¢) ProraTION OF ADDITIONAL Tax 70 INSTALLMENTS.—If an elec-
tion has been made under subsection (a) in respect of tax reported on a
return filed by the taxpayer and tax required to be shown but not shown
on such return ts assessed before the date prescribed for payment of the
last installment, the additional tax shall be prorated equally to the tnstall-
ments for which the election was made. at part of the additional tax
so prorated to any installment the. date for payment of which has not
arrwed shall be collected at the same time as and as part of such install-
ment. That part of the additional tax so prorated to any vnstallment the
date for payment of which has arrived shall be paid upon notice and
demand from the Secretary or his delegate. ‘
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(d) AccrLERATION OF PAYMENTS.—If the taxpayer does not-pay dany
anstallment under -this section: on or before the date preseribed: for its
payment, the whole of the unpaid tazx shall be paid upon notice and demand
from thé Secretary or his delegate. . . o

(e) Skorton INAPPLICABLE 70 CERTAIN L14BILITIES.~—This section
shall not apply to any liability for tax incurred in— _

(1) April, May, or J:une of any year, or
(2) July, August, or September of 1972,

SEC, [6156] 6157, PAYMENT OF TAXES UNDER PROVISIONS OF THE
o , TARIFF ACT, -

For collection under the provisions of the Tariff Act of 1930 of the
taxes imposed by section 4501 (b), and subchapters A; B, C, D, and E
of chapter 38, see sections 4504 and 4601, respectively. '

. . * » * » .
CHAPTER 63—ASSESSMENT
* * " * * * *

Subchépter A——In General

* * * * * L *

SEC. 6206. SPECIAL. RULES APPLICABLE TO EXCESSIVE CLAIMS
UNDER SECTIONS 6420 [AND 6421], 6421, AND 6424.

Any portion of a payment made iinder scotion 6420 [or 6421F76421, or 6424
which constitutes an excessive amotint (as defined in section 6675(b)), and any
civil penalty provided by section 6675, may be assessed and collected as if it were
a tax impqse(Fby section 4081 and as if the person who made the claim were liable
for such tax. ‘The period for assessing any such portion, and for assessing any
such penalty, shall be 3 years from the lust day prescribed for the filing of the claim
under section 6420 [or 64217, 6421, or 6424, as the case may be,

CHAPTER 65-—¥ABATEI\IENTS, CREDITS, AND REFUNDS

* * * * * * *
Subchapter B—Rules of Special Application
% * * * * * *

SEC. 6412, FLOOR STOCKS REFIUNDS.

() IN GENERAL.— : v
(1) PASSENGER AuTOMOBILES, ETC.— Where before July 1,1961,
any article subjec¢t to the tax imposed by section 4061 (a)(2) has
been sold by the manufacturer, producer, or importer and on
such date'is ‘held by a dealer 'andp‘ hds ot been used and is in-
tended for sale, thére shall be credited or refunded (withoiif
interest) to the manufactiirer, producer, or importér an amount
equal to the difference between the tax paid by such manufact
turer, producer, or importer on his sale of the urticle and thé
~ amount of - tax made ‘applicable to such article- on -and after
July 1, 1961, ifchaiiii “for such' credit or'réfund is fled with the
Secretary or his delegdate on or before Novémber 10, 1961, baséd
upon a request submittéed to the manufacturer, producer or
importer before October 1, 1961, by the dealer who held the
article in respect of which the credit or refund is claimed, and,
on or before November 10, 1961, reimbursement has been made
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- to such-dealer by such manufacturer, producer, or importer for
the tax reduction on such:article or written consent. has been
" obtained from’such dedler:to allowance of such credit or refund.
(2) TRUCKS AND :BUSES; TIRES, TUBES, TREAD RUBBER, AND
.GASOLINE.—Where before [July 1,] October 1, 1972, any article
subject: to' the tax-imposed by section 4061(a) (1), [4071(a) S})
or 34)5}4071((;) (1), (8), or (4), or 4081 has been sold by the
manufacburer, groduce_r, ‘or importer and on’ such date is held
by a dealer and has not been used and is intended for sale (or,
in the case of tread rubber, is intended for.sale or is held for use),
there shall be credited or refunded (without interest) to the manu-
facturer, producer, or importer an ‘amount equal to the difference
between the tax paid by Suoh'rhaanac_turer,' rodiicer, or jmpprter
on his sale'of the article' and ‘the amount, of tax mads‘applicable
to such’ article on and after’ EJuly;’l,] October 1, 1972,if claim
- for such credit or refund is filed with the Secretary or his delegate
* on or before [November 10, 1972, ] February 10, 1973, based upon
a request submitted to the manufacturer, ,7p1‘0c§ilc'eri, or importer
before [October 1, 1972, January 1, 1978, by the dealer who
. held the article in respect of which the credit or réfund is claimed,
and, on or before [November 10, 1972,1 February 10, 1978,
reimbursement has been made to such dealer by such manufac-
turer, producer, or importer for the tax reduction on such article
or written consent has been obtained from such dealer to allow-
ance of such credit or refund. No credit or refund shall be
allowable under this paragraph with respect. to gasoline in retail
stocks held at the place where intended to be sold al rotail, nor
with respect to gasoline held for sale by a producer or importer
of gasoline. L
E(S) GASOLINE HELD .ON JuLy 1, 1961,—Where before July 1,
1961, any gasoline subject to the tax imposed by section 4081
has been sold by the producer or importer and on such date is
held by a dealér and is intended for sale, theie shall be credited or
refunded (without interest) 'to the producer or importer an
amount. equal. to the difference bebx‘éeeh the tax paid by such
producer or importer on his sale of ‘the gasoline'and the amount
of tax made applicable to such gaseline on and after July 1, 1961,
if claim for sucg eredit or refund is filed with the Secretary or his
delegate on or before November 10, 1961, based upon a request
submitted to the producer or importer before October 1, 1961,
by the'dealer who ’Réld ‘the gasoline in'respect of which the credit
or refund is claimed, and, on or before November 10, 1961,
reimbursément has been made to such dealer by such producer
or importer for the tax reduction on such gasoline or written
consent has been obtained from such dealer to allowance of such
credit’ or refund. No credit or refund shall be allowable under
this paragraph with réspect to gasoline in retail stocks held at the
place where inténded to be sold at retail, nor with respect to
gasoline held: for sale by'a producer or importer of gasoline.}
(4) DEriNiTIons.—Kor purposes of this section—
(A) The term ‘‘dealer’’, includes a wholesaler, jobber,
distributor, or retailer, or, in the case of tread rubber subject
to tax under section 4071(a)(4), includes any person (other

81503°--61 8. Repts., 87-1, vol. 3——21
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than:.-the . manufacturer,., producer, or 1mporter thel eof)
- who:hold 'such: tread -rubber :for:sale or use..:: ..
+« (B)rAn 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 con-
sumption title to such article or possession thereof has not
at any time been. transferred to any person other than a

dealer.
* x i . L I &
SEC 6416. CERTAIN TAXES ON SALES AND SERVICES
(#) CoNDITION TO ALLOWANCE.— _

(1) GeNERAL RuLe.—No credit or refund 6f dny. ovelp;xyment

of tax imposed by section 4231(4), (6), or (6) (cabarets, etec:),
chapter 31 (retailers taxes), or ¢hapter 32 (manufacturers taxes)
shaﬁ be allowed or made unless the person who paid the tax
establishes, tnder regulatlons prescribed by the Secretary or his
delegate, that he—-

(A) has riot/ included’ the tax in the price of the article, ad-
mission, or'service with respect to which it was 1mpo<3ed and
has not collected the amount of the tax from the person who
purchased such article, admission, or service;

(B) has repmd the amount of the tax— ‘

(i) in the case of any tax 1mpo<ed by chapter 31
(other than the tax imposed by section 4041 (a)(1) or
(b)(1)), to the purchaser of the article,

(ii) in the case of any tax imposed’ by chapter 32 and
the tax imposed by section 4041(a)(1) or (b)(1) (diesel
and speeia{) motor fuels), to the ultimate purchaser of
the article, or

(iii) in the case of any tax nnposed by section 4231(4),
(), or (6) (cabarets, etc.) to the person who' paid for
the admission, refreshment service, or merchandise;

(C) in the case of an overpayment under subsection
(b)(2), (b)(3) (C) or (D), or (b)(4) of this section—

(1) has repaid or agreed to repay the amount of the
tax to the ultimate vendor of the article, or

(i) has obtained the written consent of such ultimate
vendor to the allowance of the credit or the making of
the refund; or

(D) has filed with the Secretary or his delegate the written
consent of the person referred to in subparagraph (B) (i),
(ii),~or (iii), as the case may be, to the allowance of the
credit or the makmg of the refund.

(2) ExceprioNs.—This subsechon shall not apply to—

(A)' the tax lmposed by seetlon 4041(&) (2) or (b)(2) (use
of diesel and speciil motor ftwls) ‘and

(B) ‘an ‘overpayment of tax: under paragraph (1), (3) (A)
or (B), or (5) of subsection (b) of this section.

(3) SPEcIAL rRULES,—For purposes of this subsectlon——-

(A) any tax éollected under section 4231(6) from a con-
cesslonmre ‘and gau ‘to the %cretary or his delegate shall be
treated as paid by the’ concessionaire!

(B) if tax under chapter 31 was paid by a supplier pursuant
to an agreement under section 6011(c), either the person who

. "
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" (without' fégard to section 6011(c))! was reqiiired to return
~and pay the tax or the supplier may be treated as the person
who paid-the tax;” o oo i
~(O) in’ &riy ‘ease in-whith “the' Sécretary or'his delegate
-determines‘that an article is‘not taxable, the térm “ultimate
purchager! " (when 'used ii‘ paragraph (1) (B)(ii)"of this sub-
section) includés’a ‘wholesaler,'jobber, distribtitor, 'or retailer
who, oh ‘the 15th' day af tér,tfie’k date of ‘such ‘determination,
holds such -article for ‘sale; hiit only if claim for credit or
refund by reason of this subparagraph is filed ot or before
the ddy for filing the return with respect to tlie taxes imposed
under chapter 32 for the first period which begins more than
60-days after the date of such determination; and
(D) in applying’ paragraph: (1)(C) to any overpayment
under ‘paragraph (2) (F), (3) (C) or (D), or (4) of subsection
(b), the term ‘‘ultimate vendor” means the ultimdte vendor
of the other article. -

(b) SpeciaL Cases IN WHicH Tax Payments CoNsiDERED OVER-
pAYMENTs.—Under regulations prescribed by the Secretary or his
delegate, credit or refund (without interest) sKall be allowed or made
in respect of the overpayments determined under the following
paragraphs:

(1) Price reapsusT™ENTS.—I[ the price of any article in re-
spect of which a tux, based on such price, is imposed by chapter
31 or 32, is readjusted by reason ‘of ‘the return or repossession of
the article or a covering or container, or by a bona fide discount,
rebate, or allowance, including (in the case of a tax imposed by
chapter 32) a readjustment for local advertising (but only to the
extent provided in section 4216(f)(2) and (3)), the part of the tax
proportionate to the part of the price repaid or ¢redited to the pur-
chaser shall be deemed to be an overpayment. The preceding
sentence shall not apply 'in- the cise of an:article in respect of
which tax was computed under section 4223(b)(2); but if the price
for which-such article was sold is readjusted by reason of the
return or repossession of the article, the part of the tax propor-
tionate to the part of such price repaid or credited to the pur-
chaser shall be deemed to be an overpayment.

(2) SpeoiFiep usks AND RESALES.—The tax paid under chap-
ter 32 (or under section 4041(a)(1) or (b)(1)) 1n respect to any
article shall be deemed to be an overpayment if such article was,
by any person— '

(lei)jf)éxported ‘(except in any case to which subsection (g)
applies); . : .

(B) used or sold for use as supplies for vessels or aircraft;

(C) sold to a State ‘or local-government for the exclusive
use of a State or local'government;

(D) sold ‘to a nonprofit educational organization for its
exclusive use; o _ o

(E) resold to-a manufacturer or producer for use by him
as provided in subparagraph (A), (B), [or (E)] (&), or (F)

of paragraph:(3); . - o S
" (F) in:the-case of & tire, inner tube, or receiving set, resold
for use as'provided in subparagraph (C) or (D) of paragraph
(3) and the other article referred to in such subparagraph is
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. byia.nyr-ierson exported..or sold as provided in such sub-
p&r&%l?p ;} TR :.{,_.:m CEDP S IR RLI DU TR AT A

(G) in the case of a hec}md taxable under section 4041, sold
- for use'as fuel in a diesel:powered highway, vehicle or as fuel
for the propulsion of, ﬁ,mpt,or vehicle, niotorboat, or. airplane,
if (i) the yendee used such liquid;otherwise than as fuel in
such & vehicle; motorboat, or, airplane or resold such liquid,
or (i) such liquid was (within the meaning. of paragraphs
(1), (2), and (3) of section 6420(c)) used on a farm for farm-
ing,purpeses;, . ... .o,

(H) in the case of a’liquid in respect,of which tax was paid
under section 4041 at the rate of 3 cents or4 cents a gallon
used during any calendar quarter in vehicles while engagecj
in* furnishing scheduled common carrier public passenger
land transportation service along regular routes; except that
(i) this subparagraph shall apply. only if the 60 percent pas-
senger [are revenue test set forth in,section. 8421(b)(2) is
met with respect to such quarter, and (i) the amount of such
overpayment for such quarter shall he an amount determined
by multiplying 1 cent (where tax was paid at the 3-cent rate)
or 2, cents:(where tax was paid at the 4-cent rate) for each
gallon of liquid so used by the percentage which such person’s
tax-exempt passenger fare revenue(as defined in section
6421(d)(2)) derived from such scheduled service during such
quarter was of his total passenger fare revenue (not including
the tax imposed by section 4261, relating to the tax on trans-
portation ‘of persons) derived from such scheduled service
during such quarter; . . . _ ‘

(I) in the case of aliquid-in respect of which tax was paid
under section 4041(a)(1) at the rate of 3 cents or 4 cents a
gallon, used. or resold for use as a fuel in a diesel-powered
highway vehicle (i) which (at the time of such use or resale)
is not registered, and is not required to be registered, for
highway use under the laws of any State or foreign.country,
or (ii) which, in the case of a diesel-powered highway vehicle
owned by the. United States; is not used on the -highway;
except that the amount of any overpayment by reason of this

‘subparagraph shall not exceed an amount computed at the

rate of 1-cent a gallon where tax was paid at the 3-cent-rate
or at the rate of 2 cents a gallon whére tax was paid at
the the 4-cent rate; .. = ST

(J) in the case of:ajliquid in respect of-which tax was paid
under section 4041(b)(1) at the rate of 3 cents or.4 cents'a
gallon, used or resold for use otherwise:than as a fuel for the
propulsion of a:highway ivehicle:(i):which (at the time of
such use or resale) is registered; or is required to be registered,
for. highway use under the:laws of any: State:or foreign
country, or. (ii). which, in the case of & :highway vehicle
owned by the United States, is used on'the -highway ; except
that the amount of any overpayment by réason of .this sub-
paragraph shall not exceed an amount computed at the rate
of 1 cent a gallon vwhere?taxzwasxﬁnid .at ‘the 3-cent rate or
at the rate of 2 cents a gallon where tax was paid at the
4-centrate; . . .. - oo
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. (K) :in-thd case-of any article taxable uhder section 4061(b)
(other than-spark plugs and:storage batteries); used or sold
‘for ‘use ‘as'repair or replacement parts or accessories for farm
eqtji;()xj;?nt (other than':equipment taxable \nder section
4061(a)); e

"(L)-in ‘the case'of ‘ttead rubber in'respect of which tax
was-paid.under-section 4071(a)(4), used-or:sold:for use other-
wise than'in. the 'reéziEpin‘g or retreading 'of tires of the type
used on highway ‘vehicles ‘(as defined in section 4072(c§)),

- unléss credit or refund of such tax is allowable under sub-

section(b)(3)}" . - - . g

(M) in the case of gasoline; used or sold for use in produc-
tion of special motor fuels referred:to in section 4041(b);

(N) in the case of lubricating oil, used or sold for non-
lubricating purposes; S

(O) in the case Q{ lubricating oil in respect of which tax
was paid at the rate of 6 cents a gallon,.used or sold for use
as. cutting oils (within the meaning of section 4092(b));
except that the amount of such overpayment shall not exceed
an-amount computed at the rate of 3 cents a gallon;

(P) in the case of any musical instrument taxable under
section 4151, sold to a religious institution for exclusively
religious purposes;: .

(Q) in the case of unexposed motion pictire film, used or
sold for use in making of newsreel motion picture film.

(3) TAX-PAID ARTICLES USED FOR FURTHER MANUFACTURE,
erc.—If the tax imposed by chapter-32 has been paid with re-
spect to the sale of any article by the manufacturer, producer, or
importer:thereof to a second manufacturer or producer, such tax
shall be deecmed to be an overpayment by such second manufac-
turer or-}{)roduc':er if— - o '

(A) in the case of any article other than an -article to
which subparagraph: (B); (C);: (D); or (B) applies, such
article is used by the second manufacturer or producer as
material in the manufacture or production of, or as a com-
ponent part of, another: article taxable under chapter 32
manufactured or produced by him;

(B) in the case of— : _

(i) a part or accessory taxable under section 4061(b),
(i1):-a radio or television component taxable under sec-
tion 4141, or : .

. (iii;-'a camera lens taxable under section 4171,

such article is used by the second manufacturer or producer
as material in the manufacture or: production of, or as a
component part of, any other article manufactured or

produced: by him;: N L T
(C) in the.case of— . - - ... =~ - .. S
(i) ‘a-tire or-ihner tube taxable under. section 4071, or
(1) an automobile radio or television receiving set
. taxable under section 4141, - . < i
such- article-is sold by the second: manufacturer or producer
on or in connection with, or.with:the:sale.of; any otber article
manufactured or. produced:by:him and such other article is
- by any' person exported,:sold to a State or local-government

Gl SRR

)



FEDERAL-AID - HIGHWAY "ACT OF 1961

* for the exclusive use of a State or‘local govérniment, sold to
- & nopprofit educational organization for its:exclusive use, or
- used- or.sold: for use as-suppliés for: vessels or aircraft;
. (D) in:the case of: a radio receiving set or an automobile
radio receiving set— S
(i). such set ‘i3 used by, the second manufacturer or
producer -as .a component ;part of any other articls
‘manufactured or produced:by him, and
© -(i1) 'such-other article i$:by any person. exported, sold
to a State or local government for ‘the exclusive use of
a State or local government, sold to a nonprofit educa-
tional organization for its exclusive use, or used or sold
for use as supplies for vessels or aircraft; [or]
(E) in the case of—
(1) a bicycle tire (as defined in section 4221(e) (4)(B)),
or oL
_ (ii) ‘an inner tube for such a tire,
such article-is used by the second manufgcturer. or producer
as material in the manufacture or production of, or as a
component part of; a bicycle (other than a rebuilt or recon-
ditioned- bicycle)[.] ; or
(F) tn the case of gasoline taxable under section 4081, such
gasoline is used by the second manufacturer or producer, for
nonfuel purposes, as a material in the manufacture or produe-
tion of any other article manufactured or produced by him.
For purposes of subparagrapbis (A) and (B), an article shall be
treated as having been used as a component part ol another
article if, had it not-been broken or rendered: useless in:the manu-
facture or production of such other article, it would have been

80 used.
(4) TirES, INNER TUBES, AND AUTOMOBILE RADIO AND TELE-

VISBION RECEIVING SETS,—If—

(A)(@) u tire or inner tube taxable under séction 4071, or
automobile radio or television-receiving set taxable under
section 4141, is sold by the manufacturer, producer, or im-
porter thereof on orin connection with, or with the sale of,
any other article manufactured or produced-by:him, or

(i) a radio receiving set or an automobile radio receiving
set is used by the manufacturer thereof as a component part
of any other article manufactured or:produced by him;and

(B) such other article is by any person exported, sold toa
State or local government for the exclusive use of a State or
local government, sold to a nonprofit educational organiza
tion for its exclusive-use, or used: or sold for use as supplies
for vessels oraircraft, - . . .

any tax imposed by chapter 32 in respect of such tire, inner tube,

or receiving set wgich has“béen paid by the manufacturer, pro-

duég‘r,:()r importer thereof shall be deemed to be an overpayment
m;: . . ) : o

(5) RETURN OF CERTAIN' INSTALLMBENT ACCOUNTS.—If—

(A) tax-was paid under section 4063 (b) (1) or-4216(e) (1) in .

respect of any:instaliment account;: . S N

) such account'is, under the agreement under which the
account was sold, returned. to the person who sold such ac-
count, and
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Cooiagreementiit i o T 0
tho part.of ‘the:tax paid under section“4053(b)(1) or 4216(e)(1)
proportionate to.the part of the consideration repaid or credited
to the purchaser of such account shall be deemed to be an over-
This subsection shall apply in respect of'an article only if the exporta-
tion on' use referred .to in the applicable provision of this subsection
occurs before any other use, or, in the case of a sale or resale, the use
referred to in .the applicable provision of this subsection is to occur
before any other use, ' '
* * * * * * *

(O) the: consideration :is :readjusted as provided in such

SEC. 6421. GASOLINE USED FOR CERTAIN NONHIGHWAY PURPOSES
‘ OR BY LOCAL TRANSIT SYSTEMS, ,

(a) NonHiGHwAY Usks,—If gasoline is used otherwise than as a
fuel in a highway vehicle (1) which (at the time of such ‘use) is
registered, or is required to be registered. for highway use under the
laws of any State or foreign country, or (2) which, 1n the case of a
highway. vehicle owned by the United States, is used on the highway,
the Secretary or his delegate shall pay (without interest) to the
ultimate purchaser of such gasoline an amount equal to 1 cent for each
gallon of gasoline so used on which tax was paid at the rate of 3 cents a
gallon ans 2 cents for each gallon of gasoline so used on which tax was
paid at the rate of 4.cents a gallon,

(b) LiocaL TRANSIT SYSTEMS.— ,

(1) AuLowanceE.—If gasoline is used during any calendar
quarter in vehicles while engaged in furnishing scheduled common
.carrier public, passenger land transportation service along regular
routes, the Seccretary or his, delegate shall, subject to the pro-
visions of paragraph (2), pay (without interest) to the ultimate
purchaser of such gasoline t,}ze amount determined by multiply-
mng— " P o _

(A) 1 cent for each gallon of gasoline so used on which tax
was paid at the rate of 3 cents a gallon and 2 cents for each
gallon of gasoline so used on which tax was paid at the rate
of 4 cents a gallon; by B

(B) the percentage which the ultimate- purchaser’s tax-
exempt passenger fare revenue derived from such scheduled
service during such quarter was of his total passenger fare

- revenue (not including the tax imposed by section 4261,

relating to'the tax on transportation of persons) derived from
- such ‘sém_e,dulgd service during such quarter. =

(2) LimitaTioN,—Paragraph ,.%l) shall applr in respect of
gasoline used during any calendar quarter only if at least 60
percent of the total- passenger fare revenue (not including the
tax imposed, by section 4261, relating to the tax on trafsporta-
tion .of  persons) . derived . during. such quarter from scheduled
~service described in paragraph (1) by the person filing the claim
was attributable to tax-exempt passenger fare revenue derived

uring such quarter by such person from such scheduled service.
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" (¢) TiMe For: FiuiNa CLAmds; PERIOD COVEREDi+ -

(1) GENBRAL RULB, —Exoept as provided:in- paragra h (2)

" not more than oné'claim ‘may be filed under subsection (l:. (f
. not more than one claim may be filed under subsection: (bS .
any -person ‘with. respect -to: gasoline :used during: the: one-year
period ending on June 30 of any year. No claims all be.allowed
under this paragraph with respect to any one-year:period: unless
* filed on or before September 30 of the yeamn w ch such: one-year
' perlod ends. ... ; Dot 4 T e

-(2). Exceprion. —«If $l 000 or more is payable under bhxs»sec-
tion to any person with respect to gasoline used during a calendar
quarter, a claim may be filed under this section by such person
with respect to gasoline used dumng such quarter. No claim
filed under this paragraph ‘shall be ‘allowed " utiless filed on' or
before the last day 'of the 'first calendar quarter following the

“celendar qiiarter for'which the claim is filed.

- (d) DeriniTions,—For purposes: of this section— -
“ (1) ‘GAsourve,—The ‘term’ “gasoline” has the meamng gwen‘
to such tefm by section 4082(b).

(2) TAX-EXEMPT PABSENGER FARE REVENUE.—The'term *“tay.
exempt passenger fare Yevenile’’ means revenue attributable - to
fares which were exeinpt 'ffom the tax imposed by section 4261
by reason of section 4263(&) (relatmg to the exemptlon for ‘com-
mutation travel, etc.).

(e) ExeMpr SALES; OTHER PAYMLNTS OR’ REFUNDS AVAIi,ABLE~

(1) Exempr savks—No amount shall be paid tinder  this
section with respect to any gasoline which the- Secretary or his
delegate determines wis éxempt fiom the tax imposed by section
4081, The amount' which‘(but for'this sentéhce) would be'pay-
able under this section’ with respect to any zasoline shall be re-
duced: by any other amount which-the Secretary or his delegate
determines is payable under this se¢tion, or is fefundable under
any provision of this tltle, to any person with respect to such
gasolme

'(2)' GASOLINE USED ON FARMS,—This séction shall not apply
in respect’ of ‘gasoling: which was (withiin the meaning of para-
graphs, (1), .(2), and (3) of secnon 6420(c)) useéd on a farm for

farming purposes.

(f) AppLiCABLE LAws.— L
(1) IN deNERAL.—AI gro\nsnons éf law, mclndmg penaltles,

applicable ih respéet of ‘the tax imposed by section 4081 shall,
insofar 'as dpplicable and not'incongistent with this'section, apply
in respect of ‘the: Eazments provided for in tliis‘séc¢tion to the
‘same extent as'if su¢ payment,s constltuted refunds of overpay-
‘ments of the tax 8o imposed.
(2) EXAMINATION ‘0% BOOKS AND WITNEssbs 4—~For the purpose
’ -"of ascertdining ' the' correcthiess ‘of any ¢laint' made ‘ihder this
i 'gection; 'or the correctneép of’ hny paymeént madein'tespeétiof any
‘such cldiiti, ‘the' Secretary or his'délegate éhall ‘have the'atithority
© - granted' By’ paragx‘aphs (1), (2),'and (3) of séction 7602 (relating
" ‘to examination of books and witnesses) ‘as'if ‘the ‘claimafnt were
the person liable for tax.
() Reaurarions.—The Secretary or his delegate may by regula-
tions prescribe the conditions, not inconsistent with the provisions of

this section, under which payments may be made under this section.
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(b)) BrercrivE-Darei=This section’shall apply:only: with respect
to gasoline purchased after June 30 1906 an before [July 1,]
Octoberi 1972, P A TR

(i) Or08s: R HPERENCES.— - .
(1) For. reduced. rate of.. tax in,case of diesel fuel and specxal

motor fuels used for certain’ nonhlghway purposes, see subsections

(a) -and:(b) of section:4041;-.
(2). For!partial refurid of- tax in case of diesel tuel and specml ]

motor fuels used for certam nonhlghway purposes, see section
6416(b)(2)(1) end (J).

. (3)- For partial re{und of tax in case of diesel fuél and speclal
motor. fuels. used by local transit systems, see section 6416(b)

2)(H). -

(4) For civil penfiltv for excossne clmms under this sectnon,
see section 6675,

(5) For fraud penalties, etc., see chapter 75 (section 7201 and
and following, relating to cnmos other offenses, and lorfeitures).
x * R * * * *

“SEC. 6424. GASOLINE LOST BY SHRINKAGE, EVAPORATION, ETC.

“(a) PAymenrts o Rerain Dravers.—The Secretary or his dele-
gate shall pay (uithout interest) to a retarl dealer o gasolme, to compen-
sate such dealer for the tax paid on gasoline which s lost by shrinkage,
evaporation, and other: causes, an amount el%:al to 1 percent of the tax

pard under section 4081 on the gasoline sold by him, .
“(b) Trae por Finivae COraiu; Perrop Coverep.—Not more than

one claim for paymént may be ﬁled under this section by any retail dealer
with. respect to gasoline'sold during the one-year period éhding on June 30
of any year. No claim for payment shall be allowed under this section
with respect to any one-year period unless filed on or before September 30
of the year 1n whweh such one-year period ends.

“(c) Limirarions.— :
“(1) Exeumpr SALES REFUNDS, Ero,—No amount shall be paid

to any retail dealer of gasolzne under this section with respect to any
gasoline sold by him—
“(A) which the Secretary or his delegate determines wae
exempt from the tax imposed by section 4081,
“(% the tax on which 1 8 refundable to any person under any
:proznsum of this title, or: =
 “(0) with respect to which any amount 18 payable under
section 6420 (relating to gasoline used on farms) or. 6421
(relating to gasoline used for.certain nonhighway purpoaes or
by local transit systéms)..
“SALES TO OTHER DEALERS.—No amount shall be pazd to: any
retail dealer of gasoline under this seotion with respect to any gasoline
sold: by him to any other dealer (including any wholesaler or du-

tridutor) of gasoline.

“(d) Appuowu LAWS— o
“(1) In amuu Al provwzom of law, zmludmg mltzes,
applicable .in respect of the tax.- zmposed by, section : 4081 shall
insofar as applicable and not ineonsigfent ‘with this_section,. ¢pply
in .respect. of ‘the, payments provided for.in, this sectzon o the same

t
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extent as if such payments constttuted refunds of overpayments of
the taz so- tmposed. L
“(8) EXAMINATION OF BOOKS AND WITNESSES.—For the purposc
of ascertaining the correctness of any claim made under-this section,
or the correctness of any payment made in réspect of any such clatm,
the Secretary or his delegate shall® have the authority granted bu
paragraphs (1), (2), and (3) of section 7602 (relating to examination
;f books and untnesses) as if the clazmcmt were the person liable
or tazx,

““(¢) REgurarions,—The Secretary or his delegate may by regulations
prescribe the conditions, mot tnconsistent with the provisions of this
section, under which payments may be made under this section.,

“(f ) Errecrive Dare.—This section shall apply only with respect
to gasolme sold by retail dealers after June 30, 1961,

» * * L * * *

CHAPTER 67—INTEREST

SuBcHAPTER A. Interest on underpayments.
SuBcHAPTER B. Interest on overpayments.

Subchapter A—Interest on Underpayments

Sec. 6601. Interest on underpayment nonpayment, . or
extensions of time for payment of tax.

Sec 6602. Interest on erroneous refund recoverable by
suit.

SEC. 6601. INTEREST ON UNDERPAYMENT NONPAYMENT, OR EX.
"~ TENSIONS OF TIME FOR PAYMENT, OF TAX. '

(a) GenNBrRAL RuLe.—If any amount of tax imposed by this titlo
(whether required to be shown on a return, or to be paid by stamp or
by some other method) is not paid on or before the last date prescribed
for payment, interest on such amount at the rate of 6 percent per
anndum shall be paid for the period from such last date to the date
al
(b) ExtENsiOoNs oF TIME FOR PAYMENT or ESTATE Tax.—If the
time for payment of an amount of :tax 1mpoéed by chapter 11 is
extended as provided in section 6161(&) (2) or 6166, or if the time for
gayment of an amount of such tax is postponed or extended as provided

section 6163, interest shall be paid at the rate of 4 percent, in lieu
{ 6 percent as provnded in subsection (a).

(c) Lasr DATE PrEscriBED FOR- PAYMBENT.—For purposes of this
section, the last date prescribed. for payment of tﬁe tax shall be
deltermmed under chapter 62 with the -application of the followmg
rules:
1) EXTENSIONS OF TIME DISREGARDED. —The last date pre-
seribed: for payment shall be determmed without regard to any
~ exténsion of timg for payient.~
(2) INSTALLMEN&OPAYMENTS .—In the'case of an election' under
6152(&) or 6‘156’( pay the tax'in installments—

(A) The- date prescnbed for 'payment of each installment
of the tax shown on the return shall be determined under
section 6152 (b) or 6166(b), as the case may be, and
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(Bg, The last: date prescribed for payment of ‘the first
installment. shall be deemed the last ‘date- prescribed: for

payment of an%gortion'of the tax not shown on the réeturn. -
(3) JEoraARDY.—The last date prescribéd:-for payment shall be
determined without regard to-any hotice.and demand:for pay~
ment issued, 'by reason of jeopardy (as provided'in chapter 70),:
prior to the ast date otherwise prescribed for such payment, - -

(4) LAST DATE FOR PAYMENT NOT OTHERWISE PRESCRIBED,—
In the case of taxes payable by stamp and in all other cases'in
which the last dite ‘for payment is not otherwise prescribed, the
last date for payment shall be deemed to be the date the liability
for tax arises (and in no event shall be later than the date notice
and demand for the tax is made by the Secretary or his delegate).
» * * * - * L

CHAPTER 68—ADDITIONS TO THE TAX, ADDITIONAL
AMOUNTS, AND ASSESSABLE PENALTIES

* * * * * * *
Subchapter B—Assessable Penalties -
* * * » x * * *

SEC. 6675, EXCESSIVE CLAIMS WITH RESPECT TO THE USE OR SALE
- OF 'CERTAIN GASOLINE, , o

() CiviL PenArnry.—In addition to any criminal penalty provided
by law, if a claim is made under section 6420 (relating to gasoline used
on farms) [or 64217, 6421 (relating to gasoline used for certain non-
highway purposes or by local transit systems), or 6424 (relating to
gasoline lost by shrinkage, evaporation, ete.) for an excessive amount,
unless it is shown that the claim for such exceéssive amount, is due to
reasonable cause, the person making such claim shall be liable to a
penalty in an amount equal to whichever of the following is the greater:

(1) Two times the excessive amount; or
(2) $10. :

(b) Excessive AmouNT DEFINED.—TFor purposes of this section,
the term ‘‘excessive amount’”’ means in the case of any person the
amount by which-— ,

(1) the amount claimed under section 6420 [or 6421], 6421,

or 6424, as the case may be, for any period, exceeds
(2) the amount allowable under such section for such period.

* * * * * * *
CHAPTER 75 -CRIMES OTHER OFFENSES AND
FORFEITURES
* * * » * * *

Subchapter A—Crimes '
. * x * o - *

PART I—GENERAL PROVISIONS o
. * * * » * L T '
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SEC. 7210, 'FAILURE .TO'OBEY: SUMMONS;:. , ! -~ .

© Any. person .who, ‘-beiriisduly.summbned ‘{o: dppeartostestify, or to
appear and: produce“books, accounts; récords; memoranda, or. other
papers)-as required: irider sections 6420(b)(2), 6421(f) (2); 6424(d)(2),
7602, 7603, and 7604 (b); neglects to appear-or to prodiice such books,
accounts; records, memoranda, or other:papers, shall, upon conviction
thereof,~f>e fined ‘not more’'than $1,000; or imprisoned not more than
1 year, or both, together with costs of prosecution. :

' L * * »* ) * * *

CHAPTER 78—DISCOVERY OF LIABILITY AND
ENFORCEMENT OF TITLE

* * * * * * *

Subchapter A-—Examination and Inspection
%k * * * * *

SEC. 7603, SERVICE OF SUMMONS, , .

A summons issued under section 6420 (c)(2), 6421(f)(2), 6424(d)(2),
or 7602 shall be served by the Secretary or his delegate, by an attested
cop{ delivered in hand to the person to whom it is directed, or loft at
his last and usual place of abode; and the certificate of service signed
by the.person sérving the summons;shall be evidence of the facts it
states on the hearing of an application for the enforcement of the
summons, When the summons requires the ,Cl}bductrion of books,
papers, records, or other data, it shall be 'suﬂ’i) ient if such books,
papers, records, or other dala are described with reasonable certainty.

SEC. 7604. ENFORCEMENT OF SUMMONS,

(8) JurispicrioN oF District Court.—If any person is suinmoned
under the internal revenue laws to appear, to testify, or to produce
hooks, papers, records, or other data, the United States district court
for the district in which such person resides or is found shall have
jurisdiction by appropriate process to compel such attendance,
testimony, or production of books, papers, records, or other data.

(b) EnrForcrMENT.—Whenever any person summoned under sec-
tion 6420(e)(2), 6421(f)(2), 6424(d)(2), or 7602 neglects or refuses to
obey such sumimions, or to produce books, papers,, records, or other
data, or to give testimony, as required, the Secretary or his delegate
may .apply to the judge of the giét-rict'court or to a United States
cominissioner for the district within which the person so suiimoned
resides or is found for an attachment against him as for a conteipt.
It shall be the diity of the judge or commissioner to hear the applica-
tion, and, if satisfactory proof is made, to issue an attachment; directed
to soine proper officer, for the arrest of such person, and upon his bein
brought before him to proceed ‘to & hearing of the case; and pon suc
hearing the judge or the United States commissioner shall have power
to make such order as he shall deem proper, not inconsistent with the
law for the punishment of contempts, to enforce obedience to the
requirements of the summons and to punish such ‘person for his default
or disobedience. ' ’
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(¢) Cross REFERENCES.— :
(1) AUTHORITY TO ISSUB ORDERS, PROCESSES, AND JUDG-
meNTS,—For authority of district courts generally to enforce the
provisions of this title, see section 7402,
(2) PEyALTigs—For penalties applicable to violation of section

-~ (2) PeNALTIES—Nor penalties appl .
6420(e)(2), 6421(1)(2), 6424(d)(2), or 7602, see section' 7210, -~ -
SEC. 7605, TIME AND PLACE OF EXAMINATION. . -

(). Time.AND Prace.—The time and place of examination pursuant
to the provisions of section 6420(e)(2), 6421(f)(2), 6424(d)(2), or 7602
shall be such .time and: place as may. be fixed by the Secretary:or his
delegate and as are reasonable under the circumstances, In the:case
of & summons‘under authorityof ‘paragraph (2) of :section. 7602, or
under, the corresponding authority. of isection 6420(e)(2) [or 6421
(1)(2)3, 6421(f)(2), or 6421(d)(2),.the date fixed for appearance before
the Secretary or his delegate shali not be less than 10 days from the
date of the.summons, . R ; .
 (b). RestricrioNs oN ExaMINATION OF TAxpPaYER.—No taxpayer
shall be subjected to unnecessary examination or investigations, and
only one inspection.of a taxpayer’s books of account shall be made for
each taxable year unless the taxpayer requests otherwise or unless
the Secretary or his delegate, after investigation, notifies the taxpayer
in writing that an additional inspection is necessary,



IX. INDIVIDUAL VIEWS OF :SENATOR PAUL H. DOUGLAS

The 1956 Highway Révenue Act requires that apportionments to
each State be reduced whenever the trust fund revenues are estimated
to be inadequate to cover the planned-apportioninents in any indi-
vidual ‘year, State apportionments will be made this:summer for
the fiscal year 1963. Under the present plans, aithorizations for both
fiscal years 1963 and 1964 are set at $2.2 billion, Because of esti-
mated' shortages of trust fund revenues under the present law, how-
ever, it now appears that apportionments to States for the interstate
system for fiscal 1963 would only be $2 billion and for fiscal 1964
$1.5 billion, These results would occur in spite of the 7 or 8 percent
of the total costs which are to be contributed from general revenues,

In order to maintain the planned rate of highway construction, it
is: estimated that additional revenies above those now provided for
will be necessary totaling $9.74 billion, or about $900 million more a
year, through fiscal 1972. Without these additional revenues, the
completion of the system would be postponed 5 years beyond the
orir%inal target date,

‘he first question with which we are faced, therefore, is whether
we should raise additional revenue for the highway program or allow
that program to lag. While I have some personal reservations about
it, the answer of Congress seems to be clear. It is argued that the
highway program makes a vital contribution to our economy and to
our national well-being. It is said that the completion of the pro-
gram is essential to our national defense. We must be able to trans-

ort men and equipment quickly and easily from place to place.
t is also argued that the highway program is also essential to highway
safety. It is estimated that the system when completed will save at
least 4,000 lives a year, not to mention the tremendous savings in
injuries and property damage. The highway program, therefors,
in the view of the Congress seems essential to our economy. It will,
of course, provide a stimulus to employment in a number of key
industries. The program also facilitates the mobility of goods and
services in our highly integrated economy.

The committee, g its actions in increasing the total revenues
which are attributable to the highway trust fund, has indicated its
agreement with the view that t%e program is essential and should
not be slowed. B ,

The next question which arises is: Who should pay the additional
taxes which are nceded to continue this program? The answer to
this seems clear. The program should be supported by those who
benefit from it. Therefore, it is necessary to attempt to allocate the
costs of the highway program among those who %eneﬁt from the
program. e |

As I have-indicated, society generally benefits from the highway
program and a certain amount of the aggregate costs of the highway
program should be borne by the general public. However, it is equally

54
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clear that thereare many special beneficiaries of the highway program °
as well, and the costs of ‘the program should be allocated proportion-
ately amongithese special beneficiaries, o :

The allocation of highwafrcosts amorg users can be done in various
ways....In general, these allocation methods are based on costs, i.e.,
theexpepditures required by highwsy departments to provide the
types of facilities adequate to service the larger and heavier vehicles,
or benefits;i.e., the estimated monetary savings in operating vehicles
over the improved roads provided by the program, One of the allo-
cation techniques'is the incremental method by which highway designs
are assumed:to be built up:from a basic:design to meet the require-
ments of progréssively héavier vehicles, Another method is the
differential-benefit technique by which costs are allocated in approxi-
mate proportion to the benefits derived from the use of the highways
by vehicles of different dimensions and weights, The third allocation
technique is by cost functions which divide highway- costs into those
which do not vary by type of vehicles, those that vary with traflic
volume but not with size and weight, and those that do vary with
sizo and weight, The fourth technique is by gross-ton mile which
makes the allocation among vehicles of different dimensions and
weights in proportion to the product of gross operating weight and
distance traveled. v ;

Table 1 shows the results of these various allocation methods for
particular types of motor vehicles, This table is based on the assump-
tion that the benefits of the highway program to society in general
have already been subtracted from the total cost. What does this
table reveal? It shows.that, regardless of method, the share of the
total costs which should ‘be allocated to the larger trucks is much
greater than the amounts which are being ¢harged to the larger trucks
under the present’law, For example, the four-axle tractor-semitrailer
combination should pay between $871 and $2,003 and, in fact is paying
only $700. The five-axle tractor-semitrailer combination should pay
between $1,245 and $3,695. Its actual payment is only $1,040. At
the same time passenger automobiles and light pickup trucks are

being overcharged.

TABLE l.éf?eqzlire(l payments per year to the highway trust fund

Under Under | Under Under Under Com-
differ- fncre- cost- gross law-in | mittee
Type of vehlcle entlal- | mental | function | ton-mile | effect, | propos-
benefit | method | method | method fiscal als’t
method year 1061
Medium passenger,car 3..........o.oeeoe.. $31 $30 $25 $22 $29 $20.20
2-6xle,"4‘tlre\,tﬁbk’gplckup) ............... 32 24 2 21 39 48,50
2-axle, 6-tire truck (stake)................. 55 &5 63 69 | - 86 108. 08
Jaxlo tractor-semitraller combination
(2-S1) gasoMne. .. . ..ol 508 571 802 949 476 607. 19
4axlo tractor-semitrailer combination
(2-82) dlesel...o....oooiiooiiiiaioo. 8N 1,085 1,667 2,003 700 924.32
b-axle  tractor-vemitraller combination .
(3-82) dlesel. . ..o iiiiiiiiie 1,245 1,760 3,006 3,505 1,040 | 1,356, 44

1Dhe figurés In this column are not totally comparable. The passenger car figure does not include the’
manufacturers’ excise oh automobiles. However, the Ways and Means Committee added the manufac-
turers’ exolse on trucks to all of the truck figures,

! Including-6. passengers,
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:.2: Even more importantly, the highway system brings immediate
benefits to the:trucking iindustry which -far more than compénsate
for the allocated user payments indieated in table 1. For example,
there are already 6,000 miles of interstate routes improved to adequate
standards, . Benefits to the trucking industry from these limited-
access routes come from fuel savings due to lower grades;.fewer stops
and starts, greater average speed with operating savings, lower insur-
ance costs due to greater safety, and otger factors. For example, in
a test run from Chicago to Jersey City via toll roads, total efapsed
time was reduced by 29 hours and 54 minutes and actual travel time
was reduced by 11 hours and 17 minutes, The toll road showed
a saving of 30}; gallons of gasoline while traveling 8.2 miles an hour
faster, The test vehicle made 2,339 fewer gear shifts, 696 fewer
brake applications, and 185 fewer full stops. It was estimated that
each minute saving of time resulted in a saving of cost for tractor-
semitrailer combinations and ‘truckfull trailer combinations of from
5.52 to 6.87 cents per minute.. The 677 minutes of actual travel time
saved in the test amounted to at least $37.30 savings in time alone,
Other tests show comparable results.

President Kennedy has proposed a series of increases in present
highway taxes which will roughly reflect the relative benefits to various
users. Table 2 indicates these rates and compares them to those
recommended by the majority of this committee.

TABLE 2
: Rates as | Rates Com-

Present | of July 1 | proposcd | mittee’s

Tux base rates under y Presi- | proposed

present dent changes

law
Diesol fuol and special motor fuel.......... Gallon..._........ $0.04 $0.03 $0.07 $0.04
Trucks and buses over 26,000 pounds. ... 1,000 pounds of 1.50 1.50 5.00 3.00
. gross weight.

Highway tires. . coeraeeeiieaiiecacaanne Pound............ .08 ,08 .10 .10
Inner tubes. oo v oo iieneeeaaenna- [ [/ PO, .09 .09 .10 .10
Tread rubber. ..o iiianea]eaann 1 S, .03 .03 .10 .05

The rates recommended by the President seem eminently reasonable.
They are based upon the allocation studies which I have indicated
earlier. For example, the President recommended a tax on diesel
motor fuel which is larger than the recommended tax on gasoline.
The reason for this is the difference in consumption of the two fuels on
a per-mile basis. It costs the same amount to build a mile of road for
either a diesel or gasoline-powered truck of the same weight and size.
Therefore, the charge by the Government per mile of vehicle travel
should be the same. Since diesel fuel is more economical; the tax rate
per gallon this fuel should be greater than the corresponding rate per
gallon on gasoline. Some of the differences between the two fuels are
significant, e.g., at 40,000 pounds gross weight, the diesel fuel consump-
tion rate 1s about 68 percent of the gasoline consumption rate; at
75,000 pounds gross weight, the diesel consumption rate is about 61
percent of the gasoline consumption rate. The President’s proposed
tax rates recognize these differences. Even under the President’s pro-
posed rates, however, operation of diesel engines would retain a com-
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petitive -advantage oveér operation: of gasdline ‘engines. - The com-
mittee has recommended that theitwo tax rates be tlie same,:: | i:

Similar- comments ‘can ‘he: made with respect to the tax on tread
rubber.. . As indicated earlier, ‘trucks create much more wear and tear
on highways than do automobiles. At the same time, trucks make
much ‘more extensive: use' of "tread rubber than do passenger cars.
For example, o passenger car-tire is: normally:retreaded only- once.
By comparison, truck tife carcasses are retreaded from 3 to 12 times.
Since the tax on tread rubber is at present much lower than the tax
on new tires, trucks are paying a relatively lower average tax on tire
rubber than . are automobiles. The President's recommendations
tended to. equalize the tax on highway tires and- tread rubber; the
committee’s recommendation retains a relatively favorable treat-
ment for tread rubber, o

The alleged disadvantages to the tiucking industry of the increased
taxes recommended by the President. do not seem to be significant.
The effect on competition with rail shipping would be slight. The
trucking industry is today nearly twice the size of the railroad in-
dustry m terms of revenues carned; trucks service many areas where
rail service is not available; and trucks ship many different types of
commodities that railroads do not carry. Statistics suggest that the
effect of the proposed taxes on trucking profits would not be great,
even if the taxes were not passed on in higher prices. Taxes have
not been an increasing burden on the industry in the past few years.
Since 1953, the proportion of total taxes on motor vehicles borne by
trucks has remained fairly constant at 38 percent. Total operating
taxes and licenses have been only aboul 5.8 percent of trucking
revenues, and the President’s proposed tax increases would add only a
relatively small increment to the total taxpayments.

One test of the reasonableness of the President’s proposals is their
comparability with toll road charges. Toll charges for heavy trucks
per mile are 5.5 cents on the Massachusetts Turnpike, 4.5 cents on
the Oklahoma Turnpike, 3.8 cents on the New Jersey Turnpike, 4.6
cents on the Florida Turnpike, 5.3 cents on the Indiana Turnpike,
and 7.5 cents on the West Virginia Turnpike. Trucks are using
these toll roads voluntarily and in substantial numbers despite the
fact that these rates are roughly four times the cost per mile under
the President’s proposed tax schedule. Moreover, the relative in-
crease in the yse of these turnpikes by trucks in the last few years has
been much greater than the increase by passenger cars. These facts
alone prove beyond any reasonable dougt that the benefits derived
by the triicking industry from the highway system will be greater by
severalfold than the costs to the trucking industry proposed by the
President. Why, then, should we adopt even lower tax rates for the
trucking industry? 5

I believe that the President’s proposals, rather than the committee’s
recommendations, should be adopted. The principal reason for this
is that the committee’s recommendations do not accurately reflect
user cost. To this extent, the committes’s recomnmendations provide
a thinly disguised subsidy for one industry. I know of no social
justification for subsidizing this type of commercial operation.

At the same time, it is obvious from the committee’s recommen-
dations that the highway program can only be continued at its planned
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pace by increased -contributions from general revenues. Such addi-
tional contributions imply one of three things: ‘
(a) That highway building should replace other planned
expenditures, for example, for defense, aid to schools, veterans,
ete;, : ,
~(6) That these latter functions should be carried on as planned
by increasing general revenues; or-
(¢) That highway construction should be financed by general
budget deficits. ,

I do not think that the Congress or the American people should be
asked to accept anly of these three alternatives. I do not believe that
heavy trucks should be allowed to run over the American people.
Pavr H. Doucuas,

O



