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87tH CoNGREsS } SENATE { REPORT
13t Session No. 371

TAX RATE EXTENSION ACT OF 1961

Jung 14, 1961,—Ordered to be printed

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

REPORT

|To accompany H.R. 7446)

The Committee on Finance, to whom was referred the bill (H.R.
7446) to provide a 1-year extension of the existing corporate normal-tax
rate and of certain excise-tax rates, having considered the same, report
favorably thereon without amendment and recommend that the bill

do pass.
I. SUMMARY OF BILL

H.R. 7446 continues for 1 year certain existing tax rates. The
existing tax rates which this bill continues until Jufy 1, 1962, are the
present 52-percent corﬁomte income tax rate, which would otherwise
revert to 47 percent (the & percentage point reduction would occur in
the 30 percent normal tax) and the present rates of excise tax on dis-
tilled spirits, beer, wine, cigarettes, passenger cars, automobile parts
and accessories, general telephone service, and transportation of per-
sons. All of these reductions which under present law occur on
June 30 of this year, excep those relating to the latter two taxes

represent increases made at the time of thé Korean war. The 'gene‘rﬁf
telephone tax and the tax on the transportation of persons were added
to the list of taxes subject to automatic reductions by the Tax Rate

Extension Act of 1959. o

If these tax rates were not continued, it is éstimated that there would
be a revenue loss of almost $3.7 billion in & full yéar of operation and
& loss of revenue in the fiscal year 1962 of over $2.5 billion (taking’
into account the effect of the bill on tax refunds). N

The extension of these existing tax rates for 1 more year was recom-
mended by the President in his tax message of April 20,

Your committee unanimously approved the bill without amend-

ment, i L , -
II. EXPLANATION OF RATES EXTENDED

. This bill provides for a 1-year extension of the present corporate
income tax rates and the existing rates of certain excise taxes. The
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rates of these taxes otherwise are scheduled for reduction on July 1,
1961." The present 52-percent corporate income tax rate, without the
1-year extension provided by this bill, would revert to 47 percent as
of July 1, 1961, through a reduction of the normal tax rate from 30
percent to 25 porcent. o
The excise tak rates, which without this bill would also be decreased
as of July 1, 1961, are those on—
(1) distilled spirits, which would be reduced from $10.50 to
$9 per proof gallon; = . . Y
(2) beer, which would be reduced from $9 to $8 per barrel ;
(3) wines, which are subject to various tax rates which would
be reduced by upproximatei?‘ll percent;
(4)kcigarettes,'which would'be reduced from'8 cents to 7 cents
a pack; L
(6) passenger cars, which would be reduced from 10 percent
__to 7 percent of the manufacturer’s price;
+(6)auto parts and accessories, which would be: reduced from.
8 percent to'5 percent of the manufacturer’s price;
(7) general telephone service, which would be reduced from 10
percent of the amount paid’ to. zéro; and
(8) transportation of persons, which would be reduced from
10 percent to 5 percent of the amount paid.
The rediictions in the corporate income tax and in the taxes referred
to in' the first six categories listed above are rate increases which were
initially provided in 1951 at the time. of the Korean war. The elim-
ination of-the tax on general telephone service (or local telephone
service as it formerly was called) and the reduction in the tax on the
transportation ‘of persons was first:scheduled (for the year 1960) in

the Tax Rate Extension Act of 1959.:, . ,
The bill, in addition to postponing the excise'tax rates referred to,
also'makes a number of téchnical changes, including. the postponément
for 1 more year of the floor stock refunds or credits presently effective
with respect ‘to stocks of -various:taxpaid products on hand on July 1,
1961. These floor stock refunds are available'in the case of distilled
spirits, wines and beer, cigarettes; and passenger cars. :

{II. REVENUE EFFECT OF TAX RATE EXTENSIONS

Tiyiiai-

Table 1 shows the revente efféct of the tax ratés extenided by this
bill. This is showh both for 'a full year of opération and for the fiscal
year 1962. The full year effect of the bill will be to maintain feceipts
of almost - $3.7 billion which 'would otherwise be lost, In the fiscal
year 1962, the receipts maintained by thé rate exténsions will amount
to $2.5 billion (taking into. account the effect floor stock refunds
otherwise would have), The difference between ‘thé full year efféct
and the effect in the fiscal year 1962 is primarily attributable to the
postponement of the corporate rate reductioh which is ‘not fully
reflected ‘in receipts in the fiscal year 1962. There is also some lag
in collections in the manufacturers excise taxes on passenger cars an
auto parts and accessories, as well &s in the casé of the'general ‘téle-
phone and transportation of persons taxes. In thé ¢nse of “excise
taxes, however, the lag.in collections is largely offset by the fact that/
the bill postpones for 1 more year any refunds which otherwise would
have to be made with respect to certain taxpaid commodities in
dealers’ hands on June 30, 1961, : .
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TaBLE 1.—Corporation and excise tazes scheduled to be reduced July 1, 1961

. Rovenue loss
Rato to (millions)
Unlt of tex Presont law becotne :
rate effective
July 1, 1961 Full | Fisen):
vear 1962
Corporations. ... .ooooioaiaiiao.. N?rmnl tax net 30 pereent._..| 25 percent...| $2,030 $028
licome.
Excises! ]
Liquor taxes: .
Distilled spirits .o.coeeeeanan Por proof gallon_._| $10.50. . _....] $9__..._.__... 168 1565
BeOT. e oo Per barrel......... b3 S $8 s 89 87
Wine:
Still winet, . ..
Containfng loss. than | Per wine gallon...[ 17 cents.....| 15 cents. ...
14 percent ‘nlcohol,
Contnm?ug 14to 21 |..... do. . oooaal.. 67 cents. ... 60 cents. ...
pereant . alcohol:
Containing 21 to 24 |.__.. [ [ I, $2.25. . ... 82 ...
percent alcohnl,
OContain{ng moro than |.____ [ [ T, $10.50. . o oeoo| $9iiaaea.s :
26 percent sleohol. 1 11
sz:rkling wines, liqueurs,
ete.: - ..
Champagne or spar- $3.40...__...] 8
kling wine.
Liqueurs, cordials, ete. $1.02.. ...
Artliﬂclnlfy carbonated $2.40........
wine.
Tobacco taxes: Clgarettes. . ...... Per thousand_____| §4........... 244 244
Manufacturers excise taxes:
Passenger Cars. .c.cevaceencaan. Manufacturers’ 10 percent._..| 7 percent.... 402 352
e o sule price. ]
Auto parts atvd accessorfes...._|..... (31 Y 8 percont._..| 6 percent.... 76 65
Miscelluneotis taxes:
QGoneral tele‘)hone ............. Amount charged. .| 10 percent...] 0. ........ 500 378
Transportation of poersons. ... Amount paid..._..| 10 percent...] 6 percent. ... 150 110
Total exclses. ..o oo e cccae e e e 1,820 | 1,399
Grand total, corporale 8nd |.eeeeeeeeoeeeeeeneeefoooneiomacce]oceeconeianeas 3,650 | 2324
excisoe taxes. }
Decrease In-excess tax rofunds. - _oofeceeoeae oo coocamas)eoomcoccccacsecceccmcienees]ecaaaean 178
Total net revenue effect. .« oveveo]eraerencaneeccacaencfoccamacccccacocccaanaaaans 3,659 | - 2,502

Bource: Stafl of the Joint Committee on Internal Revenue Taxatlon.

As shown in table 1, shghtlyo

v $2 billion of the $3.7 billion

revenue loss prevented by -this bill is attributable to the corporate
income tax. Of the remainder, $258 million is attributable to the
taxes on alcoholic beverages, $244 million to the taxes on cigarettes,
$477 million to the automotive taxes, $500 million to the general
telephone tax, and $150 million to the tax on the transportation of

persons. .
IV. EFFECT OF BILL ON THE BUDGET

The Secretary of the Treasiiry, appearing befofs the committee in

executive Session, estimated that there will be a deficit for the fiscal

ar 1962 of $3.7 billion if the revenue and expenditure requests of the

e
%resideht are all enacted. This is based upon the following estimates
of budgetary revenues and expenditures:

_ Billl on
EXDe A8 - - o e e e e e e —————— e $85. 1
ROV OIUES - o o o o e e oo e e e e e e e e e e —— . 81. 4
D iCit o o e e e e e e e e e e e e e ————— 3.7

_ Table 2 shows the more detailed expenditure estimates on which
the above expenditure total of $85.1 billion is hased. ' This table
shows the estimates appearing in the budget presented on January 16
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by the last administration, tog‘ther with the two revisiond made by
the present administration in these estimates. The $85 billion shown
in table 2 as the current expendlture estimates excludes any amount
for the expansion of the civil defense progmm as recommended by
the President. Therefore, the administration representatives in-
creaséd this $85 billion by $100 million to reflect the e\pendlture
requlrement of this program, as well as other contingencies. The
expendifiire figures predenited above assume the enactment of Lhe
President’s recommendations with respect to postal rates, If this is
not done, it is estimated that the deficit will. be $741 million larger
than that shown. These figures also assime the enactment of all of
the President’s revenue requests, including those relating to jet fuel
and the highway program. These figures fiirther assume the con-
tinuation of the tax rates provided by this bill. If these rates were
not continued, the deficit shown for the fiscal year 1962 would have
to be increased by about $25¢ billion., Thus without the continuation
~ of these rates, even if all other revenue requests of the administration
are enacted, there would be deficit for the fiscal year 1962 in excess of

$6 billion.
TABLE 2.— Budget expendilure summary, May 25, 1961
(Fiscal year 1062, In millions]

Department or agenocy Jan, 16, 1961, |Mar, 28, 1961,| May 26,1061,| Total
estlma estimate increases
tanch and the judletary. .. .oooooeeeen. $203 $207 [oeeeecceeaea $207
}Omoe of the President......ccoeneeenn... 2 720 IR L}
ppropriated to the President:
ucurlty-—eoonomlo and contingendies.. 1, s;g 1, ?;g $76 1, ??2
Indej ngept affices:.
toinle Enetgy Commlsslon ................... 2,880 2,670 |eoccacacannns 2,670
Federal:Aviation Agenoy ....................... 730 743 [eeeccacccancan 743
l\utlon 1"Aer lw and B8pace Administre- -
985 1,050 330 1,380
8 98 88 188
3 138 148 2 148
Vele 5, 369 5,404 Joeeeeouconanns 5, 404
N £1:i 3 PO 45
mnm& X“& 496 498 [aeeeiecanacnen 498
Housing ‘aic - Homié 2 2N IO 2
Deoartment of/, gﬂ'ﬁl@ 5,782 6,440 [-ceocieoenn... 6, 440
Danattniont ¢f.Oomim 506 014 19 633
42,010, 43, 800. 100 43, 900
Baals 1,780 1,650 b0 1,70
:Defe [ 121 ) IR 984 . 173 B N 1,021
Dapartt J1kalth; Edueation, and Welfare.... 4,005 4,798 | cmcceacaee- 4,788
l)war i *6 ;}kge’}lnter O eeccrcecccamececaenas 873 906 908
Departmen Of JUSHGR. .. emeeemieeceeeeaaeees 204 296 29
Departinent’of:Labor............ 223 654 714
Post Office:Department 63 63 63
Department of 8tate......... 345 361
Treasury Department: .
Interest. coceeeemeaieiceaiiccenarcaaaes 8, 693 8,60
Other i e e macaccacaceccccacccscasnccannn 1,085 1,120
District of Columbia. -aevcancanecacaoncoccccaanns 66 66
Allowanoe for contingencies. . ccecccervacciacacanan 100 100
..................................... 81, 632 85, 650
Deduct lnterfund transactions. ...cccceeocecnsanannn 667 667
Total. . e cecccccccccccccccccncecccncane 80, 865 84, 259 724 84,083

NOTES

ar, 28 ﬁgures lnclude reestimates of expendltures under the Jan. 16 program as well as new proposals

of thls administration; .

. Excliides amioiint for expansion of alvil defenae grbf
3. Exclides certain small modifications propoged he President between Mar. 28 and May 26 which
will affect 1962 expenditures by 4 smaller amount than the allowance for contingencies.

4. Detall reay not add to totals because of rounding.
Source: Bureau of the Budget.



TAX RATP EXTENSION ACT OF 1061 5

V. REASONS FOR THE BILL

Your committee believes that the status of the budget as outlined
above represents an impelling reason for the continuation of the

resent corporate and excise tax rates. In this respect, the President,
in his tax message of April 20, said:

Such extension has been adopted by the Congress on a
number of previous occasions, and our ‘present revenue re-
quirements make such extension absolutely necessary again
this year, * *<* We cannot afford the loss of these revenues
at this time.

In his special message of May 25, 1961, to the Congress on the
role of the United States in promoting freedom, the President stated

that—
if the budget deficit now increased by the needs of our
security is to be held within manageable proportions, it will
be necessary to hold tightly to prudent fiscal standards.

The Secretary of the Treasury, in his appearance before the Com-
mittee on Finance, said:

I believe it is essential that we conserve the revenue-
producing capacity of our tax system. We must prevent an
unnecessary increase in the fiscal 1962 budget deficit.
Finally, if adjustments in the rates of certain of the taxes
now before you for consideration, should prove to be de-
sirable, it would be far more sensible to make such changes
in the framework of the overall tax reform scheduled for next
year.

In addition to recominending the continuation of the tax on the
transportation of persons for another year, the administration recom-
mended that a tax be imposed on aviation fuel. This tax was for the
gurposc of helping to defray the costs of operating and improving the

ederal airways system and was somewhat similar to a recommenda-
tion of the previous administration.

In connection with this particular recommendation, the report of
the House Committee on Ways and-Means stated as follows:

Your committee’s bill would continue for another year
the tax on the transportation of persons. No action is'taken -
in the bill on ‘the proposal to tax aviation fuel, The publie
hearing -‘conductef by the Committee on Ways ‘and Means -
on these proposals ‘developed -information that ‘indicated
further study should be made of the impact of the transiporta-
tion tax on the transportation industry and of the impact of
the ‘proposed aviation fuel tax on the airline segment of that
industry. Therefore, the committee has directed such a
study by tlie interested executive departments and agencies
relative to the consequence of these taxing proposals on the
transportation industry in general and the airlines industry in
particular insofar as the'aviation fuels tax is concerned. It is
expected that'in preparing this report representatives of the
industry will be consulted and given ample opportunity to ex-
press their views and recommendations. In view of the recog-
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nized importance of this problem and the administration’s
.concern that the civil aviation industry be required to pay
a fair share of the costs of operating and improving the
Federal airways systen; it is expected that every effort will
be made to expedite this study and that a report will be made
to your committee at the earliest possible date, The Secre-
tary of the Treasury has assured your committee that such
a report will be made and that, in fact, the necessary study

has already begun.
CHANGES IN EXISTING LAW

" In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill are
shown as follows (existing [aw 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):

INTERNAL REVENUE CODE OF 1954

SEC. 11. TAX IMPOSED.

(a) CorrorAaTIONS IN GENERAL.—A tax is hereby imposed for each
taxable year on the taxable income of every corporation. The tax
shall consist of a normal tax computed under subsection (b) and a
surtax: computed: under subsection :(c).

(b) NormaL Tax.— T

(1) TAXABLE YEARS BEGINNING BEFORE JULY 1, [1961F 1962, —
In the case of a taxable year beginning before July 1, [1961]
1962, the normal tax is equal to 30 percent of the taxable in¢ome.

(2) TAXABLE YEARS BEGINNING AFTER JUNE 30, [1961] 1962,—
In the case of a taxable year beginning after June 30, [1961]

- 1962, the normal tax is equal to 25 percent of the taxable income.
T o ok x * *
Sec. 821. TAX ON MUTUAL INSURANCE COMPANIES (OTHER THAN

LIFE OR MARINE OR FIRE INSURANCE COMPANIES ISSU-
4 ING PERPETUAL POLICIES). o

(a) -ImposiTION- OF Tax oN MuTuAL CompaNies OTHER THAN
INTERINSURERS.—There shall "be' imiposed ! for esch ‘taxable ‘year:on’
the income of every mutual insurance company (other than a life or
a marine insurance company or a fire insurance company subject to
the tax imposed by section 831 and other thai. an interinsurer or
reciprocal underwriter) a tax computed under paragraph (1) or para-
graph (2), whichever is the greater. .

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

(A) NORMAL TAX.— .

(i) TAXABLE YEARS BEGINNING BEFORE .JULY 1,
[1961] 1962.—In the case of taxable years-beginning
hefore July 1, [1961] 1962, a normal tax of 30 percent
of the mutual insurance company taxable income, or 60
percent of the amount by which such taxable income
exceeds $3,000, whichever is the lesser;
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(1) TAXABLE YEARS BEGINNING AFTER JUNR 80,
- [1961] 1962,;—1In :the " cade: of taxable ‘years beginning
alter:June 30,°[1961] 1962, a nofmal tax of 25 percent
of the mutual insurance company tixablé income, or
- 50 percent’of the amount by which such taxable income
exceeds $3,000, whichever 1s the lesser; plus
- (B) SurTAx,—A surtdax of 22 percent of the mutual insur-
ance company ‘taxable income: (computed without regard
to the deduction provided in section 242 for partially tax-
exempt interest) in'excess'of $25,000. - ‘

<A

(2) Ififor the taxable year the gross amount of income from
the items described in section 822(b) “(other than paragraph
(1)(D) thereof) ‘and net préemiums, ‘minus dividénds to policy-
holders; minus the interest which ‘under section 103 is excluded
from gross income, exceeds $75,000, a tax equal to 1 percent of
the amotnt so computéd, or 2 percent of the excess of the amount
so computed over $75,000, whichéver is the lesser,

(b) ImposiTioN oF Tax oN INTERINSURERS.—In the case of every
mutual insurance comipany:which is an interinsurer or reciprocal
underwriter (other than a life or a marine insuran¢e company or'a
fire 'insurance company subject to the tax imposed by section 831),
if the mutual-insurance company taxable income (computed as pro-
vided in subsection (a)(1)), is over $50,000, there shall be imposed
for each taxable year on the mutual insurance company  taxablé
income a tax computed a3 follows: :

(1) NormaL Tax.—
(A). TAXABLE YEARS BEGINNING BEFORE JuLYy 1, [1961]

1962,—In the case.of taxable years beginning before July I,
. [1961] 1962, a normal tax of 30 percent of the mutual insur-
ance company taxable income,.or 60 percent of the amount
by which such taxable income exceeds $50,000, whichever is
. the lesser; :
. (B) TAXABLE YBARS. BEGINNING AFTER JUNE 30, [1961]
1962,—In the case of a taxable year beginning after June 30,
[1961] 1962, a normal tax of 25 percent of the' mutual insur-
ance company ‘taxable income, or 50 percent of the amount
by which-such‘taxable income exceeds $50,000, whichever is
the.lesser; plus , - o
(2) SurTax.—A surtax of 22 percent of the mutual insurance
company taxable income . (computed as..provided .in subsection
(a)(1)) in excess of $25,000, or 33 percent of the amount by which
such taxable income exceeds $50,000, whichever is the lesser.
* * Lok * * * *
SEC. 4061. IMPOSITION OF TAX. o
(8). AuromoBiLEs.—There is, hereby imposed upon.the following
articles (including in each case parts or accessories therefor sold on or
in connection therewith or with the sale thereof) sold by 'the manu-
facturer, producer, or: importer:a tax equivalent to the specified per-
-cent of the. vl;ié(i’,f(‘)'rt"Whicﬂ sosold; .. L
(1) Articles taxable at 10 .percent, except that on and after
July 1, 1972, the rate shall be 5 percent— ,
Automobile. truck chassis. v
Automobile truck bodies.
Automobile bus chassis.
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Automobile bus bodies.
Truck and bus:trailér and semitraller chassis.

 Truck and bus trailer and semitrailer ‘bodies.
Tractors, of the kind chleﬂy used for blghway transporta-
tion in conibifiation 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 aragraph, be considered to
be a sale of the chassis and of the b 05
(2) Articles: taxable at 10 percent except. that on and after
July 1, [1961] 1962, the rate shall be 7 percent—..
Automoblle chassis and bodies other than those taxable
under paragraph (1).
Chassis and bodies for trmlers and semltrmlers (other than
house trailers) suitable for use in connection with passenger
: automobiles.
A sale of an automobile, trailer, or semitrailer shall, for the pur-
poses of this paragraph, be consldered to be a sale of the chassis
and of the body.

() PARTS AND ACOEssomEs._There is hereby 1mposed upon parts
or accessories (other than tires and inner tubes and other than auto-
mobile radio and television receiving sets) for-any of the articles enu-
merated in subsection (a) sold by the manufacturer roducer, or
importer a tax equivalent to 8 percent of the price for which so sold,
except that on and after July 1, [1961] 1962, the rate shall be 5

percent.
* * * *
SEC. 4251. IMPOSITION OF TAX. -
(8) IN GENERAL, —There is hereby imposed on amounts aid for
the comminication services enumerated it the following teb?e a tax
equal to the percent of the amount so paid" as is speclﬁed m such table:

* -« x

’I‘axable service Rate of tax
I Percent
General telephone service........... hececammmenace —imeme—a 10
Toll telephone service. .. - o ool 10
Telegraph 8efvice. o oo oo oo oo cecciaeens 10
Teletypewri ter EXehange serviee. .. oo 10
Wire mileage service_ .o o ilaololll - 10
ere and eqmpment BEIVIOR. w e ccccccccccacacncacmenne 8

t

The taxes 1mposed by this sectlon shall be paid by the person paying
for the services.
(b) TERMINATION OF TAx oN (GENERAL TELEPHONE SERVICE.—
(1) In geNERAL.—Effective as prov1ded in paragraph (2), the
tax lmposed by this section on amounts paid for general telephone
service shall ‘éense to apply.

(2) Efruéfive pAte—
(A) Subject to’ the prohslons of subpamglaph (B) , para-
h (1) shall apply with' respect to amourts paid on or
after July 1, [1961] 196‘2 for services rendered on or, after
such date,
(B) Paragraph (1) shall not app {V with respect to amounts
paid pursuant to bills rendered ‘betore July 1, [1961] 1962.
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In:the case of amounts paid:pursuant to bills renderedi on or
aftor 'such ‘date for services for which no previous bill was
renderéd; paragraph' (1): shall apply except with respect to
such services as were rendered more than 2 months before
such date. Paragraph (1) shall not apply with respect to
amounts. paid for services rendered more than 2 months:
before such date.
* » * * * * *

SEC. 4261. IMPOSITION OF TAX, o
(a) AMounts Parp Wirsin Tik 'UNireDp Srares.—There is hereby:
imposed upon the. amount paid within the United: States: for taxable
transportation (as defined ‘in section 4262) of any person by raily

motor vehicle, water, or air a tax equal to—
; _(2) 10 percent of the amount so paid before July 1, [1961]
962; or
19(%) 5 percent of the amount so paid on or after July 1, [1961]}
(b) Amounts Parp Oursipe THE UN1TED STATES.—There is hereby
imposed upon the amount paid without the United States for taxable.
transportation (as defined in section 4262) of any person by rail,
motor vehicle, water, or air, but only. if such transportation begins
and ends in the United States, a tax equal to— \ ‘
(1) 10 percent of the amount so paid before July 1, [1961]

1962; or ,
(2) 5 percent of the amount so paid on or after July 1, [1961]

1962. - S
(c) Sears, Berrs, ETc.—There is hereby imposed upon the amount
paid for seating or sleeping accommodations in connection with trans-
portation with respect to which a tax is imposed by subsection (a)
or (b) a tax equivalent to— A
; (1) 10 percent of the amount so paid before July 1, [1961]
962; or _ ' '
(2)’ 5 percent of the amount so paid on or after July 1, [1961]
1962, .
~ (d) By Wrom Paip.—Except as. provided in section 4264, the
taxes imposed by this section shall be paid by the person makjng the
payment subject to the tax. ‘

. * * * * 7 * *

SEC. 5001, IMPOSITION, RATE, AND ATTACHMENT OF TAX..
(8) RaTe or Taxi— o e

(1) GenErAL.—There is hereby imposed on all distilled spirits
in bond or produced in or imported into the United States an
internal revenue tax at the rate of $10.50 on each proof gallon or
wine gallon when below proof and’a proportionate tax at’a like
rate on all fractional parts of such'proof or witie gallon. ~On and
after July 1, [1961] 1962, the rate of tax imposed by this para-
graph'shall be 89 in lieu of $10.50." "~ - o

(2) PropucTs CONTAINING DISTILEED sPIRITS.—All produéts of
distillation, by whatever ‘nameé: known, “which “¢ontain distilled
spirits,’on Which the tax imposéd by law. has not ‘been paid, shall
be consideréd and taxed ‘as distilled 'spirits; ~ ' -+ - -

(3) IMPORTED PERFUMES CONTAINING 'DISTILLED : 8PIRITS.—
There is hereby imposed on alkperfumes:imported into the United
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States containing distilled spirits a tax of $10.50 per wine gallon,
and a proportionate tax at a like rate on all fractional parts of
such wine gallon, On and after July 1, [19617F 1962, the rate of
tax imposed by this paragraph shall be $9 in lieu of $10.50.
* * * * * S *
SEC. 5022. TAX ON CORDIALS AND LIQUEURS CONTAINING ; WINE.
On all liqueurs, cordials, or similar compounds produced in the
United States and not produced for sale as wine, wine specialties,
or cocktails, which contain more than'2} percent by volume of wine
of ‘an alcoholic content in excess of 14 percent by:volume, there shall
be paid, in lieu of the tax imposed by section 5021, & tax at the rate
of $1.92 per wine gallon and a-proportionate tax-at a like rate -on
all fractional parts of such wine:gallon until July 1; [1961] 1962,
and on or after July 1, [1961] 1962, at the rate of $1.60 per wine
gallon and a proportionaté tax at a like rate on all fractional parts of
such wine gallon. The last sentence of section 5021 shall not be
construed to limit the imposition of tax under this section. All other
provisions of law applicable to rectification shall apply to the products

subject to tax under this section.

» L] * *® * * *

SEC. 5041. IMPOSITION AND RATE OF TAX. _
~ (a), ImposirioN.—There is heréby imposed on all wines (including
imitation, siibstandard, or artificial wine, and compounds sold as
wine) having not in excess of 24 percent of alcohol by volume, in
bond in, produced in, or imported into, the United States, taxes at
the rates shown in subsection (b), such taxes to be determined as of
the time of removal for consumption or sale. All wines containing
more. than 24 percent of alcohol by volume shall be classed as distilled
spirtis and taxed accordingly. Still wines shall include those wines
containing not-more than 0.256 gram of carbon dioxide per hundred
milliliters of wine; except that the Secretary or his delegate may by
regulations prescribe such tolerances to this maximumfimitation as
may be reasonably necessary in good commercial practice.

- (b) Rates or Tax.— - .

(1) On’ still ‘'wines containing not more than 14 percent of
alcohol by volume, 17 cents per wine gallon, except that on and
af%i:r July 1, [1961] 1962, the rate shall be 15 cents per wine
gallon; =~

(2).0n still wines containing:more than 14 percent and.not
exceeding 21 percent of alcohol by volume, 67 cents per wine

~gallon; except that on and after July 1, [1961] 1962, the rate
shall be 60 cents a wine gallon; . - . '

(3) On still wines containing more than .21 percent and not
exceeding 24 percent of alcohol by volume, $2.25 per wine gallon,
except that on and after July 1, [19613 1962, tﬁe rate shall be
$2.00 per wine gallon ;- L . .

(4) On champagne and other sparkling wines, $3,40 per wine
gallon, except, that on and after July 1, [1961] 1962, the rate
shall be $3.00 per wine gallon; and ... _ -

-(5) On artificially  carbonated wines," $2.40 per wine gallon,
except that on and after July 1, [1961] 1962, the rate shall be

$2.00 per wine gallon.
.. s S .

* * *
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SEC: 50561, IMPOSITION AND RATE OF TAX. '
* (a) RAre'oF Tax.—There'is hereby imposed on all beer, brewed or
produced,’ and removed:for consumption or sale, within the United
States, or imported into the United States, a tax of $9 for every barrel
containing not 'more than 31 gallons and at a like rato for any other
quantity or for fractional parts of a barrel. On and after July 1,
[1961] 1962, the tax imposed by this subsection shall be at the rate
of $8-in lieu of $9. Where the Secretary or his delegate finds that
the revenue will ' not be endungered theréby, he nmay by regulations
prescribe tolerances for barréls and fractionil parts of barrels, and,
if such tolerances are prescribed, no assessment shill be made and
no tax shall be collected for'any oxcess in any case where the contents'
of a barrel or a fractional part of a barrel are within the limit of the.
applicable tolérance prescribed.
* * * * * * *

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

(a) GeNErRAL.—With respect to any article upon which tax is im-
posed under this part, upon which internal revente tix (including
floor stocks tax) at the applicable rate presciibed has been paid or
determined,,and. which, on July 1, [1961_p|‘196‘2, is‘held by any person
and intended. for'sale’or for use in the manufacture or production of
any article intended for sale, there shall be credited or refunded to
such person (without interest), subject-to such regulations as may be
prescribed by the Secretary or his delegate, an amount equal to the
difference between the'tax so paid or determined and the rate made
applicable to such articles on and after July 1, [1961] 1962, if claim
for such credit or refund is:filed with the Secretary or his delegate
prior to October 1, [1961] 1962, or within 30 days from the promul-
gation of such regulations, whichever is later. :

(b) Limrrarions oN EvniciBiniry For CrepiT oR REFUND.—No per-
son shall be entitled to credit or refund under subsection (a), unless
such person, for such period or periods both before and after July 1,
[1961] 1962 (but not extending beyond 1 year thereafter), as the
Secretary or his délegate shall by regulations prescribe, makes and
keeps, and, files with the Secretary or his delegate, such records of
inventorics, ‘sales, and .purchases .as may be prescribed in such
regulation. | | . '

SEC. 5707. FLOOR STOCKS REFUND ON CIGARETTES.

(») In GBNERAL.—With respect to cigarettes, weighing not more
than 3 pounds per thousand, upon which the tax imposed by subsec-
tion (c)(1) of section 5701 has been paid, and which, on July 1, [1961]
1962, are held by any person and intended for sale, or are in: transit
from foreign countries or insular possessions of the United States to
any ‘person in the United States for sale, there shall be credited or
refunded to such person (without interest), subject to such regulations
as shall be prescribed by the Secretary or his delegate, an amount
equal to the difference between the tax paid on such cigarettes and the
tax.made applicable to such airticles on July 1, [1961] 1962, if. claim
for such oredit or refund is filed with-the.Secretary or, his-delegate
before October 1, [1961] 1962. : .

(b) Limirations oN EvriciBiLiry For CrEDIT oR REFUND.—No
person shall be entitled to credit or refund under subsection (a) un-
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less such person, for such period or periods both before and after July:
1, [1961f196‘2 (but not extending beyond 1 year thereafter), as the
Secretary or his delegate shall by regulation prescribe;, makes and
keeps, and files with the Secretary or his delegate, such records of
inventories, sales, and purchases as may be prescribed in such

regulations.
. * . * * * *

(c).OrueEr LiAws AppricasLe.—All provisions of ‘law, inclidin
penalties, applicable in respect of internal revenue taxes on ‘distille
ﬁpirits, wines, liqueurs and cordials, imported perfumes containing

istilled spirits, and beer sh ll,“insdfar, as applicable and not incon-
sistent with this section, be applicable in respect of the credits and
refunds provided for in this section to the same extent as if such
credits or refunds constituted credits or refunds of such taxes.

* * * »* * * »

SEC. 5701. RATE OF TAX. ,
Lo * * ok * *
(¢) CicaAreTTES.—On cigarettes, manufactured in or imported into

the United States, there shall be imposed the folloWiug taxes: .

(1) SMALL cicARETTES.—On cigarettes, weighing not ‘more
than 3 pounds per thous’and,;g‘i per thousand until July 1,}196_1]
1962, and $3.50 per thousand on and after July 1, [1961] 1962;

(2) LARGE c1GARETTES.—On cigarettes, weighing more than
3 pounds per thousand, $8.40 per thousand; except that, if more
than. 6% inches in length, they shall be taxable at the rate pre-
scribed for . cigarettes - weighing not more than 3 pounds per
thousand, counting each 2% inches, or fraction thereof, of the
length of each as one cigarette. '

* * * * *

SEC. 6412. FLOOR STOCKS REFUNDS.

(8) IN GENERAL—~ L o
(1) PaSSENGER AurToMOBILES, ETC.—Where before July 1,
[1961] 1962, any article subjéct to the tax imposed by section
4061(a)(2) has been sold by the manufacturer, producer, or im-
porter and on such date is lield by a dealer and has not been used
and is intended for sale, there ‘shall ‘be credited or ‘refunded
(without interest) to the manufacturer, producer, or importer an
amount equal to the 'difference 'between 'the: taxfﬁaid' by such
manufacturer, producer, or:importer on his sale of the article and
the amount of tax made applicable to such article’on::and after
July 1, [1961] 1962, if claim for such credit-or refund is filed
with the Secretary or his delegate on: or before November 10,
[1961] 1962, baséd upon a requiest submitted to the mahufac-
turer, producer or importer before October 1, [1961] 1962, by
the dealer who held ‘the article in respect:of which: the credit or
refund is claimed, and; on or before November-10,"[19617F 196%;
" reimburseriient has' been made to such dealer by such manufac-
turer, producét, 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. . .

*

* *
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SECTION 497 OF THE REVENUE ACT OF 1951

SEC. 497. REFUNDS ON ARTICLES FROM FOREIGN TRADE ZONES,

(a) ImporTED ARTICLES.—With Tespect to any article specified in
gection 2000(c)(2), 2800(a), 3030(a); or 3150(a) of the Internal
Revenue Code of 1939 (or section 5701(c), 5001(a), 5022, 5041(b),
or 5051(a) of the Internal Revenue Code of 1954) on which internal
revenue tax at the applicable rate prescribed in such section has been
determined pursuant to section 3 of the Act of June 18, 1934, as
amended (U.S.C., title 19, sec. 81¢), prior to July 1, [1961] 1962,
and which on or after such date is'brought from'a foreign trade zone
into customs territory of the United States and the tax so deterinined
thereon paid, thero shall be credited or refunded (without interest) to
the taxpayer, subject to such regulations as may be prescribed by
the Secretary, an amount equal to the difference between the tax so
paid and the amount of tax made applicable to such articles on and
after July 1, [1961] 1962, if claim for such credit or refund is filed
with the Secretary within thirty days after paynient of the tax. 3

(b) PreviousLy TaxpAatp ARrricLes—With respect to any article
specified in section 2000(c)(2), 2800(a), 3030(a), or 3150(a) of the
Internal Revenue Code of 1939 (or section 5701(c), 5001’(&;,‘5022,
5041(b), or 5061(a) of the Internal Revenue Code of 1954), upon
which internal revenue tax (including floor stocks tax) at the appli-
cable rate prescribed in such section has been paid, and which was
taken into a foreign trade zone from the customs territory of the
United States and placed under the supervision of the c’ol{ector of
customs, ‘prusuant to the second proviso of section 3 of the Act of
June 18, 1934, as amended (U.S.C,, title 19, sec. 81¢), prior to July 1,
[1961] 1962, and which on or after such date is (without loss of
identity) returned from a foreign trade zone to customs territory of the
United States, there shall be credited or refunded (without interest)
to the person so returning such article, subject to such regulations as
may be prescribed by the Secretary, an amount equal to the difference
between the tax so paid and the amount of tax made applicable to
such articles on and after July 1, [1961] 1962, if claim for such credit
or refund is filed with the Secretary within thirty days after’ the return
of the article to customs territory.

O



