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TAX RATE EXTENSION ACT OF 1962

Junm 18, 1962.-f0rdered to be printed

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

REPORT

[To accompany H.R. 11879]

The Committee on Finance, to whom was referred the bill (H.R.
11879) to provide a l-year extension of the existing corporate normal
tax rate and of certain excise-tax rates, and for other purposes, having
considered the same, report favorably thercon with amendments and
recomnend that the bill as amended do pass. .

I. SUMMARY

H.R. 11879, both as passed by the House and with your committee’s
amondments, continues the present corporate tax rate and certain
existing excise tax rates for 1 year,

In addition, both the Houss bill and your committee’s amendments
reduce or oliminate the tax on the transportation of persons, Your
committee’s amendments provide for the expiration of the excise tax
on all forms of transportation of persons, except transportation of
persons by air, effective July 1, 1962, (The House bill would continue
theso rates until Decomber 31, 1962.)  With respect to the tax on the
transportation of persons by air, both the House bill and your com-
mittee’s amendments continue the present 10-percent tax until
December 31, 1062. At that time both provide that this rate is to
drop to 5 percent for an additional 6 months, or until July 1, 1963,

In addition, your committee’s amendments provide in the case of the
tax on Lrnr\s\)ox'tu tion of persons by air, wheroe travel is either begun or
ended outside of the United States, that any travel from one location
n the United States to another is not to he subject to tax if any
scheduled stopover in the United States is not for more than 6 hours.
One other amendment made by your committee relates to the taxes
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on communications. This amendment exempts from the 10-percent
general telephone tax or the 10-percent wire-mileage tax private lines
or leased wires which permit communication from one fixed location
to another, but only when they are used in a trade or business. This
exempts from tax service charges for community television antennas
private line telephones or teletypewriters and similar services used in
a business, . ‘

The existing tax rates which under both the House bill and your
committee’s amendments are continued for 1 year, or until July 1
1963, are the present 52-percent corporate income tax rate, which would
otherwise revert to 47 percent (the 5-percentage-point reduction would
occur in the 30-percent normal tax) and the present rates of excise
tax on distilled spirits, beer, wine, cigarettes, passenger cars, auto-
mobile H_arts and accessories, and general telephone service. All of the
taxes affected by this bill, except those relating to general telephone
service and transportation of persons, are taxes which were increased
at the time of the Korean war. The Tax Rate Extension Act of 1959
added the latter two taxes to the list of taxes subject to automatic
reduction,

If this bill were not enacted, it is estimated that there would be &
revenue loss of about $4 billion in a full year of operation and a loss of
revenue in the fiscal year 1963 of about $2.7 billion (taking into
account the effect of the bill on tax refunds).

II. REVENUE EFFECT OF BILL

Table 1 shows the revenue effect of the tax rates extended by this
bill as well as the effect of the House bill and your committee’s
amendments with reapect to the tax on transportation of persons,
This table shows total receipts anticipated from the taxos affected
by this bill in the fiscal year 1963 and the effect of the changes made
by the House and your committee’s versions of this bill with respect
to the fiscal year 1963. In addition, the table also shows the effect
of both versions of the bill in a full year of operation, :

The full-year effect of the House bill is to maintain receipts of
$3,002 million which would otherwise be lost. Your committee's
amendments result in a reduction on a full-year basis of $22 million,
$18 million attributable to the modifications made in the base of the
tax on communications and $4 million to the modification made in
the base of the tax on transportation of persons by air. In the fiscal
year 1063 the receipts maintained under the House bill amount to
$2,745 million and under your committee’s amendments $2,667

miilion, a decrease of $78 million,
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TaniE 1—Estimaies of the revenue effect of H.R. 11879 for the fiscal year 1968 and
Jor a full year of operation

[Millions of dollars)
Receipts {n fiscal 1063 Revenue gain, Full-year 2ffect
fiscal 1963

Under pres- Under

ont law, {.e.,, | Under | Under | Under | your | Under Under
assumin House your House | com. House your
schedul bill | commit- | bill mit- bill commit-
reductions tee's bill tee's tee's bill

go into effect bill

Corporation INCOMe tAX..cccananns 23, 450 | 24,000 4,000 ¢ 1,150 1,150 2, 500 2, 500
:uor {axes:

e tiied spirita.... 2,88 | 2,500 200| 18| 100 169 100
Beer.coucene wee 731 820 820 89 -] 91 9
Wine..ceoeevann 89 100 100 11 11 11 u

Total HQUOF..cacavece-ae 3,184 | 3,420 3,420 2066 266 271 271
Tobacco taxes: Cigarettes.. .. 1,821 | 2,078 2,076 254 264 259 259
Total tobacco.......... 1,821 | 2,078 2,078 254 264 259 250
PR

Manufacturers’ taxes:

Passenger cars....ccocwaus 1,033 | 1,400 1, 400 367 367 420 420
Auto parts and soces- .

S0rles. cccrecnncnnccaans 134 200 200 06 66 78 78

Tota! manufacturers’. 1,167 | 1,600 1, 600 433 433 405 405

Miscellaneous taxes: o
(eneral telephone........ 181 525 1611 3 380 828 1 507
Transportation of per-

SONSK:

By salrlines. .......... 117 169 140 52 2 10 13 4
Ry other carriers..... [} 74 45 8 -21 158 1 58

Total miscella-
NEOUS. e acnnucenan 34 %8 090 454 382 467 45
Tolal exclse tax collections. ...... 6,456 | 7, 863 7.7 31,4071 1,33 1,492 1,470
Deduct floor stock refunds....... 188 {oceneecifeaann sanea =188 | =188 |iceincric]ecacnnnann
Net excise taxes...ccuee.... 6,208 | 7,868 7,701 1,686 | 1,523 1,492 1,470
Net rovenues.....ccacauean . 29,718 | 32, 463 32,801 | 2,48} 2,073 3,092 3,970

! Adjusted for commmittes amendments govldlng exemmptions,
T Asuming the full year at 5-percent rate for travel by alrlines and no tax on travel by other carriers.

Boarce: Stafl of the Joint Committee on Internal Revenue Taxation,

As shown in table 1, $2.5 billion of the full-year revenue gain of
about $4 billion proviéed by this bill is attributable to the corpo-
rate income tax., Of the remainder, $271 million is attributable to
the taxes on alcoholic beverages, $2569 million to the taxes on ciga-
rettes, $495 million to the automotive taxes, and $507 million ($5626
million under the House bill) to the general telephone tax., "There
is the revenue loss of $62 million in the case of the tax on the trans-
portation of persons, ’

The difference between the estimates of the full-year offect and the
effect in the fiscal yoar 1963 is primarily attributable to the postpone-
ment of the corporate rate reduction, which is not fully reflected in
receipts in the fiscal year 1963, There is also some lag in the collec~
tions in the manufacturers’ excise taxes on passenger cars and auto

&arts and accessories, as well as in the case of the general telephone
X, A
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In the case of the tax on the transportation of persons by air, the
full-year effect of the bill (based on the 5-percent rate effective
January 1, 1963) is slightly less than under present law becauss
your committee amends this provision to exempt U.S. portions of
certain international travel. In the case of other carriers, there is 3
revenue loss on a full year’s basis because of the elimination of the
tax on June 30 or December 31, 1962, rather than a continuation of
this rate at 5 percent.

III. REASONS FOR THE TAX RATE EXTENSIONS

~ The Secretary of the Treasury in his appearance before your com-
mitlee indicated that the Treasury is now assuming a deficit of $7Y
billion in the fiscal year 1962 for purposes of making its computagiors,

The budget receipt and expenditure estimates for the fiscal year
1963 appearing in the January budget are as follows:

Billion
Budget receipts . . . e ccccmccm—————- $93.0
Budget expenditures - __ i iaaao... 925
Budget surplus. . o . oo o e e a e emcecemcmmam————— e +Q.5

The Secretary of the Treasury in commenting on the budgetary
situation for the fiscal year 1963 stated:

The estimate for the surplus of the next fiscal yoar as con-
tained in the budget document was just under $500 million.
Since then the President has sent up a number of additional
requests, the largest one of which was the public works pro-
gram for distressed areas, and those extra expenditures under
those re(luests would just about balance out that small sur-
]')lus. * * * I think that the budget, as submitted by the

resident, and as modified by the President since that time,
is exactly, I would say, in balance.

The staff of the Joint Committee on Internal Revenue Taxaiion
also has prepared estimates of receipts for the fiscal year 1963. These
estimates, assuming the same budget expenditures as shown in the
budget, would indicate a deficit in the fiscal year 1963 of $3.8 billion
if no account is taken of the revenue revision bill of 1962 (H.R. 10650).
The staff estimated that if this bill were taken into account as it
passed the Ilouse, the deficit for the fiscal year 1963 might amount
to $4.9 billion. 'T'he staff estimates can be summarized as follows:

Staff estimate of budget receipta (assuming extension of present corporate Bilke
and excise tax rates) excluding revenue effect of pending bill, H.R. 10650 $88 7

Budget expenditures (as shown in the budget) ... oo oo oaoacnaoaaoo 92,5
Deficit (excluding revenuoe effect of HLR, 10850) .. e e vvviccienmcinmmee 3.8
Staff estimates of receipts including revenue offect of H,R. 10660........ 87,6
Budget expenditures (ns shown in the budget) ..o eceaea 92. 5
Deficit (includes revenue effect of H.R, 10050) - - o oo 49

NoTE.~ Estimatos released on Apr, 2, 1062,

Your committeo belioves that the status of the budget as outlined
above represents an impelling reason for the continuation of the pres.
ent corpornte and excise tax rates, The President in his budget
messago this last January stated:

The budget outlook for 1963 requires that the present
tax rates on corporation income and certain oxcises bo ox-
tonded for another year beyond their scheduled expiration
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date of June 30, 1962. Existing law calls for changes which
would lower the general corporation income tax rate from
52 percent to 47 percent; reduce the excise rates on distilled
spirits, beers, wines, cigarettes, passenger automobiles, and
automobile parts and accessories; and allow the tax on gen-
eral telephone service to expire. 1 recommend postpone-
ment of these changes for another year to prevent a revenue
loss of $2.8 billion in 1963.

Secretary of the Treasury Dillon, in his appearance before your
committee, stated:

I feel that H.R. 11879 constitutes a necessary revenus
conserving measure at this time, and I recommend its ap-
proval by your committes.

With respect to the tax on the transportation of persons, the
President recommended the repeal of this tax as of July 1 of this
ear except in the case of the tax on the transportation of persons
gy air. In the case of the tax on the transportation of persons by air,
he reccommended the continuation of the 10-percent rate until Decem-
ber 31, 1962, and a 5-percent rate thereafter. The President made
this reccommendation as one feature of a program of user charges.

The House bill departed from the President’s reconmendations in
that it continued the 10-percent tax on all transportation of persons
for 6 more months, or until December 31, 1962. Your committee’s
suendments follow the President’s recommendations in this respect
in that the tax on transportation of persons other than by atv is
terminated as of July 1 of this year. Neither the House bill nor your
committee’s amendments take up the other user charge proposals of
the President.

The removal of the transportation tax in the case of the railroad
industry is appropriate because the railroad industry operates with a
minimum of Kederal aid and is subject, to State, local, and Federal
taxes on its roadbed, equipment, and profits. In the case of airlines
there are significant Kederal capital and operating expenditures,
Federal expenditures for the domestic airway system (operation plus
depreciation of capital items) are approximately $500 million a year
md growing, Moreover, the domestic air transport industry flew
over 30 billion passenger miles in 1961 and had receipts of over $2
billion. This industry now generates over 50 percent more intercity
passenger miles than the rallroads, and accounts for more than 40
percent of the common carrier intercity passenger miles.

1V. COMMITTEE AMENDMENTS

Your committee has made three amendments to the House bill.

A, TERMINATION OF TAX ON TRANSPORTATION OF PHRSONS OTHHR THAN
BY AIR

\

The first amendment, already referred to above, provides for the
termination of all taxes on the transportation of persons, except the
tax ot the transportation of persons by air, as of June 30 of this year,
rther than as of December 31, 1962, as provided by the House bill.
As previously indicated, this amendment is in accord with the Presi-
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dent’s recommendations. It is desirable to reduce the Federal taxes
on railroads, for example, because they are already paying heavy
State and local pro;l)ert,y taxes on their railroad bed and equipment.
In addition, it is well known that railroads are faced with substantial
financial problems at the present time. In view of these factors, your
comimittee sees no reason for postponing the repeal of the tax on the
transportation of persons other than by air. Therefore, it provides
for the termination of these taxes as of July 1, 1962.

B. U.S. PORTION OF INTERNATIONAL AIR TRAVEL

A second amendment made by your committee relates to the tax
on tho transportation of persons by air. It exempts from the trans-
portation tax the U.S. portion, or leg, of an uninterrupted interna-
tional air trip. 'This exemption is desirable both because it removes
a discrimination against American air carriers and also hecause it
removes a discrimination against stopovers in the United States.
Foreign air carricrs make fewer stops 1in the United States than do-
mestic carriers, with the result that a larger portion of an international
trip provided by a foreign carrier is likely to be exempt than is true
in the case of an international trip on an American airline. Flights
from Chicago to Europe, for example, in the case of foreign carriers
avoid any stops in the United States, while flights on an American
airline provide for a stop in New York City. As a result, the trip,
if provided by a foreign carricr, is entirely free of tax under present
law, while the New York to Chicago leg of the trip in the case of the
domestic carrier is taxed at 10 percent. Numerous similar situations
arise in the case of flights from other American cities to foreign coun-
tries. In addition, in the case of American carriers, taxing the Ameri-
can leg of international air travel tends to encourage stopovers in
Canada or other neighboring countries, rathor than American border
cities, since this avoids the 1mposition of tax on any American leg of
tho travel.

In view of the manner in which present law tends to discriminate
against domestic carriers, and also to encourage foreign rather than
American stops, your committee has amended t%xis bill to provide that
the U.S. portion of uninterrupted international air transportation is
not to be subject to the 10-percent or 5-percent tax on transportation.
The bill defines uninterrupted international air transportation as
transportation which does not begin and end in the United States (or
in tho 225-mile zone along U.S. borders) if the “scheduled’” interyal
between the beginning or end of the U.S. log of such transportation
and the end or beginning of the remainder of the transportation is not
moro than 6 hours. The amendment also provides that where there
are two or moro stops in the United States in the case of such a trip,
neithor of the stops, from the time of the boginning or end of one and
tho end or boeginning of the other, may involve a “scheduled” intorval
of moro than 6 hours, A “scheduled intorval” of not more than 8
hours may include cases whore the actual time elapsing oxceeds 0
hours if the longer time is attributablo to the postponement of & flight
by the airline and was not attributable to the cancellation of a reserva-
tion by the passenger in order to take & lnter flight, \

In connection with this same amendment, a change is also made o
the provision dealing with the payment of the tax on the transporia-
tion of persons by air in cases where the tax is not paid at the time
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the transportation is purchased.. Generally in such cases, it must
be paid by the purchaser of the ticket to the Treasury Department
or to the person to whom the anment for transportation is made,
The bill, as amended, provides that in the case of international travel
it may also be made to any person furnishing any gart of the trans-
portation. This makes possible, if the Treasury by regulations so
provides, the collection of tax, on the U.S. leg of what was originally
scheduled as international transportation, from the carrier providing
the foreign portion of the transportation. if subsequenily the foreign
portion” of the flight is not taken and the passenger seeks a refund
from this carrier for this portion of the travel. Similarly, the
Treasury may by regulations provide for the collection of the tax
from such a carrier with respect to the U.S. leg of such a trip if the
scheduled interval, although initially not more than 6 hours, as the
result of a change in reservations is lengthened beyond 6 hours.
Provision could be made for the collection of the tax in such- cases
by requiring that the ticket for the forei ortion of the trip be
marked as being associated with U.S. travg?t e ticket for which has
been purchased free of tax. -

This amendment is effective with respect to transportation beginning
after June 30, 1962,

C. EXEMPTION FROM COMMUNICATIONS TAXES

The third amendment added by your committee deals with the
taxes on communications. 'The amendment made by your committee
in the case of these taxes provides an exemption for amounts paid for
certain private lines and leased wires. ;

Tho FFederal Communications Commission in 1959 set aside certain
radio frequencies for private microwavs communications. In so doing
the FCC provided users of communications with a choice of either
supplying their own communication facilities or of obtaining such
services from a communications common carrier. New developments
in communications are now occurring with increasing frequency and
the clectrical and electronic manufacturing industries are already
offering & wide variety of equipment directly to users to perform
communication functions througg the use of microwave channels,

Under present law, if the communication services are obtained from
a common carrier, the 10-percent general telephone or wire mileage
servico taxes are applicable. However, where the equipment is pur-
chased and the users then provide their own communications, no tax
is applicablo,

In addition, the Treasury Dopartment has interpreted the 10-per-
cent tax on wire mileago service as applying to certain amounts paid
by community antenna telovision services. In such cases this com-
munity antenna servico is privately operated by a company utilizing
taxablo microwavo service furnished by a telephone company from
the point, of pickup to the booster station, which in turn transmits
the signals by means of individual wires into the homes of the users
of this service. Your committeo believes that no communications
tax should be applied to the company in such cases since to provide a
tax in this case discriminates against television viowers who, because
of distance from thoe I'V station or as a result of tho presence of
mountaing or valleys, cannot recoive programs without tlxe use of &
special community antenna service,
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To prevent discrimination against the communications common
carriers and also to prevent the imposition of tax on communit
antenna service, your committee has added a new section to the bi
providing that wire-mileage service is to include only service used in
the conduct of a trade or business. It has also provided an exemption
from the tax on general television service for amounts paid for the
use of telephone or radio telephone lines or channels constitutin
%enerul telophone service if such lines or channels are fumisheg

etween specified locations in different States or between specified
locations in different counties, municipalities, or similar political
subdivisions of a State and if such services are used in the conduct of
a trade or business.

This exemption from the general telephone tax removes from tax
amounts paid for private lines and associated equipment used pre-
dominantly for voice purposes and over which communication may
be established between specified and preselected points set aside for
the exclusive use of customers, for whatever purpose he chooses,
without the use of switching functions of a communications company
exchange. The ares limitations in this case are intended to exclude
interior communication systems capable of being used through
exchanges to communicate within the public exchange network,
The term ‘‘similar subdivisions’” of a State are intended to include
subdivisions similar to a county or municipality which may be other-
wise denominated in a particular State. In the case of more than one
level of local government, the term “municipality’”’ means the largest
subdivision below the level of county or similar subdivision,

Examples of the types of lines or channels and equipment furnished
by the communications companies which if used in a trade or business
would no longer be subject to tax are:

Private line telephone (if the conditions are met).
Private line teletypewriter.

Educational telovision channels.

Community antenna television channels.

Closed circuit television channels,

TELPAK.

Private line data transmission.

This amendment is made with respect to services furnished after
June 30, 1962,

V. EXPLANATION OF CORPORATE INCOME AND
EXCISE TAX RATE EXTENSIONS

Both versions of this bill provide for a 1-year extension of the
present corporate incomo tax rates and the existing rates of cortain
oxcine taxes. 'The rates of these taxes which are extended for 1 year
are, undor existing law, scheduled for reduction on July 1, 1862.
The present combined 52 percent corporate tax rate, without the
1-year extension, would revert to 47 percent as of July 1, 1962, throug
through o reduction of the normal tax rate from 30 percent to 26
percent.
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The excise tax rates extended by this bill which under present law
would be decreased as of July 1, 1962, are those on—

1. Distilled spirits, which would be reduced from $10.50 to
$9 per proof gallon;

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 approximately 11 percent;

4, gigarettes, which would be reduced from 8 cents to 7 cents
a pack;

%. Passenger cars, which would be reduced from 10 percent
to 7 percent of the manufacturers’ price;

6. Auto parts and accessories, which would be reduced from
8 percent to 5 percent of the manufacturers’ price; and

7. General telephone service, which would be reduced from
10 percent of the amount paid to zero. :

The corporate income tax rate and the tax rates referred to in the
first six categories listed above reflect rate increases which were
initially provided in 1951 at the time of the Korean war, Elimination
of the tax on general telephone service (or local telephone service,
as it formerly was called) and the reduction in the rate of tax on
transportation of persons (referred to below) were first scheduled
for the year 1960 in the Tax Rate Extension Act of 1959.

Both versions of the bill, in addition to making the changes referred
to above, also make a number of technical changes, including the post-
ponement for 1 more year of the floor stocks refunds or credits
presently effective with respect to stocks of various tax-paid products
on hand on July 1, 1962, These floor stocks refunds are available
in the case of distilled spirits, wines and beer, cigarettes, and passenger
cars,

The bill as amended by your committee provides for the termination
of the tax on the transportation of persons by railroad, motor vehicle,
or water on June 30, 1962. It continues the present 10-percent tax
on transportation by air until December 31, 1962. This tax is then
continued for an additional 6 months, until July 1, 1963, but at a
rate of 5 percent rather than 10 percent.

Table 2 shows the present tax rates which are extended and those
“l'hic{)l ﬁvould become effective as of July 1, 1962, in the absence of
this bill,
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TaBLE 2.—Tax rales affected by bill

, Rates which
Rates under |under present
Unit of tax the bill law would
_ be effective
July 1, 1962
Corporatlons. - .o ccceaca—a——— Normal tax net income....... 30 percent..... 25 percent,
Exclses:
Liquor taxes:
Distilled spIrits.ceeeececnaccncnnaceas Per groo! gallon.aceeenenen.. $10.50......... $9.
%\;\cr ................................ Per barrel ... oooae. L 2 8.
ine: - !
C?‘x]:tali‘ngng less than 14 percent | Per wine gallon...._........ 17 cents....... 15 cents,
cohol.
Containing 14 to 21 percent |..... (s [/ I 87 centS.._.... 60 cents.
alcohol,
Containing 21 to 24 percent |..... Lo {4 R, $2.25. . .cucuua.. £2,
alcohol.
Containing more than 24 per- j..... (s {1 DN $10.50. - coucn..| $0.
cent alcohol,
8parkling wines, liqueurs, ete.:
Champagne or sparklfng wine...|..... [+ (s S $3.40.... .. £.
Liqueurs, cordinls, ete- . ..ooo.|-aaoe L {4 I $1.02. ... $lw,
ArUQcialfy_carbonated wine....|..... [ 1o P, $2.400camen.n.. $2.
Tobacco taxes; Clgarettes..cacmacereanas 7 $3.60,
Manufacturers excise taxes:
PASSenger Cars .. veceemsacaencncane .| 10 percent..... 7 percent.
Auto parts and nccessorles. . d 8 percent......| 5 percent,
Miscelianeous taxes:
General telephone . oo oo oveeeeeaeoo. 10 percent..... 0.
Transportation of persons;
Byalrline. ..o icaanas 10 percent '___| 6 percent.
By other carrfers..ceaeoaaacccaa|aaann {4 (P {1 5 percent.

' Rate of 10 percent extended through Dec, 31, 1862, Effective Jan. 1, 1063, tax on transportation by air
to be 6 percent through June 30,1963, and, effective July 1, 1962, transportation by other carriers to be exempt,

The elimination of the tax on the transportation of persons other
than by air, and scheduled reduction of the tax on the transportation
of persons by air, are effective with respect to “‘transportation which
begins after’”’ June 30, 1962, or December 31, 1962. 'The scheduled
elimination of the tax on the transportation of persons by air is
effective with respect to transportation which begins after June 30,
1963. It is contemplated that the Internal Revenue Service, under
regulations appropriately safeguarding the collection of taxes, will
provide that the tax collected on tickets purchased before u date of
rate change for travel-beginning on or after that date may be the tax
(zero or 5 percent, as the case may be) which will actually be due for
this travel. For cases of this kind where the higher rate of tax is
paid but not actually due, the bill makes provision for credit or
refund. It provides that where excess tax with respect to transporta-
tion has been collected before a date ol rate change (July 1, 1962, or
January 1, or July 1, 1963) for travel beginning on or after that date,
the person who collected the tax (usually the carrier) is to be allowed
n credit or refund for the excess tax collected if, before the transporta-
tion began, the collector of the tax repaid the excess tax to the person
from whom he collected it or had obtained the consent of that person
to the allowance of the credit or refund.

It is expected that with respect to transportation beginning after
June 30, 1962, or December 31, 1962, where a ticket is issued for trans-
portation consisting in part of transportation by air and in part of
other transportation, the ‘Treasury by regulation or ruling will specify
proper allocation rules to determine the portion of such ticket subjnct
to tax,
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The bill, as amended by your committee, rewrites subchapter C of
chapter 33, presently dealing with the transportation of persons, to
make it applicable only to transportation of persons by air as of July
1,1962. The changes made in this subchapter, except for the com-
mittee amendment previously explained, however, are only those
necessary to- delete language relating to transportation of persons
other than by air and to continue the rules presently applicable in the
case of air travel,

VI. CHANGES IN EXISTING LAW

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existin% law made by 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):

INTERNAL. REVENUE CODE OF 1954

SEC. 11. TAX IMPOSED,

(1) CorrorariONs 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
surtnx computed under subsection (c¢).

(b) NormanL Tax.—

(1) TAXABPLE YEARS BEGINNING BEFORE JULY 1, [19627] 1963.—
In the case of a taxable year beginning before July 1, [1962]
1963, the normal tax is equal to 30 percent of the taxable income.

(2) TAXABLE YEARS BEGINNING AFTER JUNE 30, [1962] 1963.—
In the case of a taxable year beginning after June 30, [1962]
1963, the normal tax is equal to 25 percent of the taxable income.
* * : * * * * *

SEC, 821, TAX ON MUTUAL INSURANCE COMPANIES (OTHER THAN
LIFE OR MARINE OR FIRE INSURANCE COMPANIES ISSU-
ING PERPETUAL POLICIES).

(@) InrosiTioN oF Tax oN Muruar Companies OrHErR THAN
InreriNsurERS.—There shall be imposed for each taxable year on
the income of every mutual insurance company (other than a life or
& marine insurance company or a fire insurance company subject to
the tax imposed by section 831 and other than 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 imncome (com-
puted without regard to the deduction provided in section 242
for partinlly tax-exempt interest) is over $3,000, & tax computed
as follows: '

(A) NORMAL TAX.—

(i) TAXABLE YEARS BEGINNING BEFORE JULY I,
[1962) 196s.—In the casc: of taxable yoars beginning
before July 1, [1962] 1963, & 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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(ii) TAXABLE YEARS REGINNING AFTER JUNE 30,
[1962] 196s.—In the case of taxable years beginning
after June 30, [1962] 1963, a normal tax of %5 percent
of the mutual msurance company taxable income, or
50 percent of the amount by which such taxable income
exceeds $3,000, whichever is the lesser; plus

(B) Surrax.—A surtax 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.

(2) If for the taxable year the gross amount of income from
the items described in section 822(b) (other than paragraph
(1)(D) thereof) and net premiums, minus dividends 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 amount so computed, or 2 percent of the excess of the amount
so computed over $75,000, whichever is the lesser.

(b) Imposirron or Tax oN INTERINsURERS.—In the case of every
mutual insurance company which is an interinsurer or reciprocal
underwriter (other than a life or a marine insurance 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 subscction (a)(1)) is over $50,000, there shal{) be imposed
for each taxable year on the mutual insurance company taxable
income a tax computed as follows: '

(1) NorMAL TAX.,—

(A) TAXABLE YEARS BEGINNING BEFORE Jury 1, [1962]
1963—In the case of taxable years beginning before July 1
Y1962] 1963, a normal tax of 30 percent of the mutual
isurance company taxable income, or 60 percent of the
amount by which such taxable income excceds $50,000,
whichever ig the lesser:

(B) TAXABLE YRARS BEGINNING AFTER JUNE 30, §1962]
1963.—1In the casoe of a taxable year beginning after June 30,
[1962] 1963, 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, whichover is
the lesser; plus

(2) Surrax.—A surtax of 22 percont of the mutual insurance
company taxable income (computed as provided in subsection
(2)(1)) m excess of $25,000, or 33 percent of the amount by
which such taxable income exceeds $50,000, whichever is the
lesser.

* * * * * * *

‘SEC, 4081, IMPOSITION OF TAX, :

(a) Auromosines.—There is hereby imposed upon the following
articles (including in each case parts or accessories therefor sold on or
in connection thorewith or with the sale thereof) sold by the manu-
facturer, producer, or importer a tax equivalent to the specified per-
.cent of the price for whicﬁ o sold:

(1) Articles taxable at 10 percent, except that on and after
July 1, 1972, the rate shall be 5 percent—
Automobile truck chassis.
Automobile truck bodies.
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Automgbile bus chassis.

Automobilé bus bodies, .

Truck and bus trailer and semitfailef chagsis:

Truck and bus traller and semitrailer bodies.

Tractors of the kind chiefly uded for highWway transporta-
tion in combiuation with # trailer or sémiitrailer.

A sale of an automobile, triick, bus, truck or bus trailer or semi-
trailer shall, for the purposes of this paragraph, be considered to
be & sale of the chassis and of the bogy.

(2) Articles trxable at 10 percent except that on and after
July 1, [1962] 1963, the rate shall be 7 percent— ,

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

Chassis and bodies for trailers and semitrailers (other than
house trailers) suitable for use in connection with passenger
automobiles, .

A sale of an autoinobile, trailer, or semitrailer shall, for the pur-
poses of this paragraph, be considered to be a sale of the chassis
and of the body.

(b) Parrs AND Accrssories.—There is hereby imposed 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, producer, or
importer a tax equivalent to 8 percent of the price for which so sold,
except that on and after July 1, [1962) 1963, the rate shall be 5
percent.

* L * * * * *
SEC. 4251. IMPOSITION OF TAX.

(0) IN GENERAL.—There is hereby imposed on aimounts paid for
the communication services enumerated in the following table s tax
equal vo the percent of the amount so paid as is specified in such table:

Taxable service Rate of
tax
i Percent
General telephone service___._____........ e m e ——— i0
Toll telephone Bervice... .o e v ncmn . ———— 10
Telegraph 8erviée. . .coucncncecoeoana- i e redmmmemaanmaa——— 10
Teletypewriter exchange service.. o oo 10
Wire mileage 8ervice... oo v ——— 10
Wire and equipment gservice. . - . v oo aaaa s 8

The taxes imposed by this section shall be peid by the person paying
for the services.
(b) TermiNATION OF TAX OoN GENERAL TELEPHONE SERVICE,-—
(1) In eeNErRAL,—Effective as provided in paragraph (2), the
tax imposed by this section on amounts paid for general telephone
service shall cease to apply. ~
(2) EFFECTIVE DATE.—

(A) Subject to the provisions of subparagraph (B), para-
graph (1) shall apply with respect to amounts paid on or
afteg' éluly 1, [1062] 1963, for services rendered on or after
such date

99-202°—62 8, Repts., 87-2, vol, 2—— 57



14 TAX RATE EXTENSION ACT OF .19062

(B) Paragraph (1) shall not apply with respect. to amounts:
aid pursuant to bills rendered before July,.1, [1962} 1963..
n the case of amounts paid pursuant to bills rendered on or
after sych date for services for, which po, previous bill was.
-rendered, parpgraph; (1) shall apply: except. with respect to-
such gervices.ag. 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 magnths
before such date.
SEC.  4252: DEFINITIONS. - .

(a) GeneraL TrLeprone Seivice.—For purposeés of this sub-
chapter, the term’ “general telephone service’”’ means any telephone:
or radio telephone service furnished in connéction” with any fixed or
mobile telephone or radio telephone station which may be connected
(directly or indirectly) to an exchange operated by a person engaged
in the business of furnishing communication service, if by means of’
such connection communication may be established with any other
fixed or mobile telephone or radio’ telephorne station. = Without limit-
ing the preceding sentence, any service described: theréin-shall be-
treated as including the use of— e e

* (1) any private branch' exchange (and any fixed or*mobile
telephone or radio telephone station conmected, ‘directly or’in=
directly; with such an exclinnge), and ‘
+(2) any tie line or extension line.-
The term “‘gencral telephone service” does not include any: service
which is toll telephone service or wire and equipment service,.

(b) Toun TeLernoNe Service.—For purposes of this subchapter,.
the term “toll telephone service” means a telephone or radio, teles-
phone message or conversation for which, (1) there is a toll charge, and
(2) the charge is paid within the United States. .. .. . .. . . ..

(¢) TrLeGRAPH SERVICE.~—For purposes of this subchapter, the:
term “telegraph serviee” means o telegram, cable, or radio dispateh or
message for which the charge is paid within the United States.

(@) TrensryrEwrITER Excnanen Seivicn,—I'or purposes of this
subchapter, the term “teletypewriter exchange service’” moans any
service where a teletypewriter (or similar device) may be connected
(direetly or indirectly) to an exchange operated by 'd personéngaged
in the business of furnishing communication service, if' by means of
such connection communication may bo established with-any: ‘other
teletypewriter (or similar device). R L
(o) Wirs Mineacn Servics.——For purposes of this subchupter, the
term ““wire mileage service” means—

(1) any telephone or radio telephone service not used in the
conduct of a trade or business, and '~ SRR
(2) any other wire or radio circuit service not used in the toh-
- duet cr)/ a trade or business, . B ‘
not ineluded in any other subsection of ‘this section; except that such
term does not include service used exclisively ‘in furnishing wird and
equipment servicee, D

() Wirs anp IiQuiemunT Servien.—For purposes of this sub-
chapter, the term ‘“wire and équipment service” includes stock quota-:
tion and information sorvic‘es‘,‘!burglar alarm or fire alarm gervice, and.
all other similar services (whether or not oral transmission is involved)..
Such term does not include teletypewriter exchange service’
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SEC. 4253. EXEMPTIONS, -
* . * * * * *

(j) CerraIN PRivaATE CoMmunicarions SERvIcES.—No tax shall be

imposed under section 4251 on any amount paid for the use of any tele-
phone or radiotelgphone line or channel which constitutes general tele-
phone service (within the meaning of section 4262(a)), if— '

(1) such line or channel is furnished between specified locations in
different States or between specified locations in.different counties,
municipalities, or similar political subdivisions of a State, and

(2) such use is in thé conduct of a irade or business.

* * * * * . * "

SUBCHAPTER é*TRANSPOR’i‘ATION OF PERSONS BY AIR

Seo, 4261, Imposition of ‘tax.

Seo. 4262.- Definition-of taxable transportation.
. See. 4263. Excemptions.

Sec. 4264. Speeial rules,

SEC. 4261, IMPOSITION OF TAX.

(a) Asounts Paro Wirnin 78 UNrerp StaTes.— There is hereby
imposed upon the amount paid within the United States for taxable
transportation (as defined in section 4262) of any person by [rail,
motor vehicle, water, orJ air a tax equal to—-

[(1) 10 percent ol the amount so paid before July 1, 1962; or

L(2) 5 percent of the amount so paid on or after July 1, 1962.7]

(1) 10 percent of the amount so paid for transportation which
begins after June 80, 1962, and before Januwary 1, 1963; or

(2) 6 percent of the amount so paid for transportation which
begins after December 31, 1962, and before July 1, 1968,

(b) Amounrs Patp Qursipe eue UNrrep Stares.—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
vehiclo, water, or air, but only if such transportation begins and ends
in the United States, a tax equal to—

[(1) 10 porcent of the amount so paid before July 1, 1962; or

L(2) 5 percent of the amount so paid on or after July 1, 1962.7

(1) 10 percent of the amount so paid for transportation which
begins after June 80, 1962, and before Janvary 1, 1963; or

(2) 6 percent of the amount so paid for transporiation which
begins after December 81, 1962, and before July 1, 1963.

(e) Srars, Brrrus, gre.~—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— :

[gl) 10 percent of the amount so paid before July 1, 1962; or

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

(1) 10 percent of the amount so paid in connection with trans-
g)gglgtion which begins after June 30, 1962, and before January 1,

3, or - , .

(2) & percent of the amount so paid in connection with trans-
;})ggfglion which begins after December 31, 1962, and before July 1,

(d) By Wnom Pamip,—Except as provided in section 4264, the
taxes imposed by .‘this‘section'sgnll be paid by the person making the
payment. snbject to, the tax.
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SEC. 4262. DEFINITION OF TAXABLE TRANSPORTATION.

(a) TaxaBLe TrANsPoRTATION; IN GENERAL.—For purposes of
this [part] subchapter, except as provided in subsection (g , the term
“taxable transportation” means— .

(1) transportation which begins in the United States or in the
225-mile zone and ends in the United States or in the 225-mils
zone; and . ‘

(2) in the case of transportation other than transportation
described in paragraph (1), that portion of such transportation
which is directly or indirectly from one port or station in the
United States to another port or station in the United States,
dbut only if such portion is not a part of uninterrupted international
air transportation (within the meaning of subsection (a)(8) ).

(b) ExcrusioN oF CERTAIN TrRAVEL—For purposes of this [part]
subchapter, the term ‘“‘taxable transportation’ does not include that
portion of any transportation which meets all 4 of the following
requirements:

(1) such portion is outside the United States;

(2) neither such portion nor any segment thereof is directly
or indirectly—

(A) between (i) a point where the route of the transpor-
tation leaves or enters the continental United States, or (i)
a port or station in the 225-mile zone, and :

(B) a port or station in tho 225-mile zone;

(3) such portion—

(A) Eegins at either (i) the point where the route of the
transportation leaves the United States, or (ii) a port or
station in the 225-mile zone, and

(B) ends at either (i) the point where the route of the
transportation enters the Unitad States, or (ii) a port or
station in the 225-mile zone; and -

(4) a direct line from the point (or the port or station) specified
in paragraph (3)(A), to the point (or the port or station) specified
in paragraph (3)(B), passes through or over & point which is not
within 225 miles of the United States. .

(¢) Derinrrions.—For purposes of this section—

(1) CONTINENTAL UNITED STATES—The term ‘‘continental
United States’” moansg the District of Columbia and the States
other than Alagka and Hawaii.

(2) 225-m1LE 20NE.—The term “225-mile zone” means that
ortion of Canada and Mexico which is not more than 225 miles
rom the nearest point in the continental United States,

(8) UNINTERRUPTED INTERNATIONAL AIR TRANSPORTATION.—

The term ‘“‘uninterrupted international air iransportation’ means
any transportation by air which 1s not transportation described in
subsection (a)(1) and in which—

(A) the scheduled interval between (1) the beginning or end
of the portion of such transportation which s directly or
indirectly from one port or station in the United States lo
another port or station in the United States and (3%) the end or
beginning of the other portion of such transportation s not
more than 6 hours, and _

(B) the scheduled interval between the beginning or end and
the end or beginning of any two segments of the portion of such
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transportation referred to in subparagraph (4) (3) 8 not more
than 6 hours.

SEC. 4263, EXEMPTIONS, :

() CommuraTioN Traver, Erc.—The tax imposed by section
4261 shall not apply to amounts gaid for transportation which do not
exceed 60 cents, to amounts paid for commutation or season tickets
for single trips of less than 30 miles, or to amounts paid for commuta-~
tion tickets for one month or less.

[(b) SmaLL VericLEs oN NoNEesrABLisHED LiNgs.—The tax im-
posed by section 4261 shall not apply to transportation by motor
vehicles havin§ a passenger seating capacity of less than ten adult
passengers, including the driver, except when such vehicle is operated
on an established line,

[(c) Fisuing Trirs.—The tax imposed by section 4261 shall not
apply to amounts paid for transportation by boat for the purpose of
ﬁsf‘ning from such boat.

[(d)} (b) Cerrain OraaNizaTions.—The tax imposed by section
4261 shall not apply to the payment for transportation or facilities
furnished to an international organization, or any corporation created
by act of Congress to act in matters of relief under the treaty of
Geneva of August 22, 1864,

[(e)] (¢) MemBErs oF THRE ARMED Forces.—The tax imposed
by section 4261 shall not apply to the payment for transportation or
facilities furnished under special tariffs providing for fares of not
more than 2.5 cents per mile applicable to round-trip tickets sold to
personnel of the United States Army, Air Force, Navy, Marine Corps,
and Coast Guard traveling in uniform of the United States at their
own expense when on oﬁ‘icial leave, furlough, or pass, including
authorized cadets and midshipmen, issued on presentation of properly
exccuted certificate.

[(H)} (d) SmanL Aircrarr oN Nongsrasrispep Lines.—The tax
{mppsed by section 4261 shall not apply to transportation by aircraft
aving-— .
(1) a gross takeoff weight (as determined under regulations

prescribed by the Secretary or his delegate) of less than 12,600
pounds, and
(2) a passenger seating capacity of less than 10 adult passen-
gers, including the pilot,
except when such aircraft is operated on an established line,
SEC, 4264, SPECIAL RULES,

() PaymenTs Mape Oursipe THBE UNITED STATES TOR PREPAID
Orprrs.—If the payment upon which tax is imposed iy section 4261
is made outside the United States for a prepaid order, exchange order,
or similar order, the Eerson furnishing the initial transportation pur-
suant to such order shall collect the amount of the tax.

(b) Tax Depucrep UroN REFunDs.—Every person who refunds
any amount with respect to a ticket or order which was purchased
without payment of the tax imposed by section 4261, shall deduct
from the amount refundable, to the extent available, any tax due
under such section as a result of the use of a portion of the transporta-
tion purchased in connection with such ticket or order, and shall
report to the Secretsry or his delegate the amount of any such tax
remaining uncollected.
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(c) PaymuNT oF TAx,—Where any tax imposed by section 4261 is
not Yaid at the time payment for transportation is made, then, under
regulations prescribed by the Secretary or his delegate, to the extent
tlﬁat such tax is not colly(v;cted under any other provision of this sub-
chapter—

(1) such tax shall be paid by the person paying for the trans-
portation or by the 1person using the transportation;

~ (2) such tax shall be paid within such time as.the Secretary
or his delegate shall prescribe by regulations after whichever of
the following first occurs:
(A) the rights to the transportation expire; or
(B) the time when the transportation Eecomes subject to
tax; and

L(3) payment of such tax shall be made to the person to whom
the payment for transportation was made or to the Secretary or
his delegate.]}

(3) payment of such tax shall be made to the Secretary or his
delegate, to the person to whom the payment for transportation was
made, or, in the case of transportation other than transportation
described in section 4262(a)(1), to any person furnishing any por-
tion. of such transportation.

(d) ArpricatioN or Tax.—The tax imposed by section 4261 shall
a})ply to any amount paid within the United States for transportation
of any porson by a¢r unless the taxpayer establishes, pursuant to regu-
lations prescribed by the Secretary or his delegate, at the time of pay-
ment for the transportation, that the transportation is not transporta-
tion in respect of which tax is imposed by section 4261.

(e¢) Rouxp Trirs.—In applying this [part} subchepter to a round
trip, such round trip shall be considered to consist of transportation
from the point of departure to the destination, and of separate trans-
portation thereafter,

() TransrorrarioN Oursipe THE NorTHERN PORTION OF THE
WesrerN Hesmseurre.—In nll)plying this [part] subchapter to
transportation any part of which is outside the northern portion of
the Westorn [Hemisphere— _

L(1) If the route of such transportation leaves and reenters
the northern portion of the Western Hemisphere, such trans-
portation shall be considered to consist of transportation to a
point outside such northern portion, and of separate transporta-
tion thereafter.]J

Hemisphere, if the route of such transportation leaves and reenters the
northern. portion of the Western Hemisphere, such transportation shall
be considered to consist of transportation to a point outside such northern
portion, and of separate transportation thereafter.

£(2) It such transportation is trans[l)m'bation by witer on a
vessel which makes one or more intermediate stops at ports within
the United States on a voyage which begins or ends in the United
States and ends or begins outside the northern portion of the

- Western Hemisphere, o stop at an intermediate port within the

United States at which such vessel is not authorized both to
cischarge and to take on ‘passengers shall not be considered to
be a stop at a'port within the United States.} S
For purposes of this subsection, the term “northern portion of the
Western Hemisphere” means the area lying west of the 30th meridian
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west of Greenwich, east, of the International Date Line, and north of
the equator, but not including any country of South America.,
SEC. 5001, IMPOSITION, RATE, AND ATTACHMENT OF TAX..

(a) Rare or Tax.— - ﬁ

(1) GeneraL.—There is hereby imposed oniall distilled spirits
in bond or produced in or imported into the United States an
internal revenue tax at the rate of $10.60 on each proof gallon or
wine gallon when below proof and a proportionate tax at a like
rate on all fractional parts of such proof or wine gallon. On and
after-July 1, [1962].1963, the rate of tax imposed by this para-
graph shall be $9 in lieu of $10.50. N

(2) PropucTs CONTAINING DISTILLED 8PIRITS,—All products of
distillation, by whatever name known, which contain distilled
spirits, on which the tax imposed. by law has not been: paid, shall
be considered and taxed as distilled spirits. . -

(3) IMPORTED PERFUMES CONTAINING DISTILLED SPIRITS,—
"There is hereby imposed on all perfumes imported into the United
States containing distilled spirits a tax of $10.50 per wine gallon
and a proportionate tax at a like rate on all fractional parts of
such wine gallon. On and after July 1, [1962] 1963, the rate of
tax imposed by this paragraph slml? be $9 in lien of $10.40.

* * * * * * *

'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 specialities,
or cocktails, which contain more than 2% percent by volume of wine-
of an alcoholic content in excess of 14 percent by volume, thera shall
be paid, in lieu of the tax imposed by section 5021, a tax at-the rate
of $1.92 per wine gallon. and a proportionate tax at a like rate on
all fractional parts of such wine gallon until July 1, [1962} 19638,
and on or after July 1, [1962] 1963, at the rate of $1.60 per wine
gallon and a proportionate tax at a like rate on all fractional parts of
such wine gallon. 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,

* * * * * * *

SKC. 5041, IMPOSITION AND RATE OFV TAX,

() ImposirronN.—There is hereby imposed on all wines. (including
imitation, substandard, 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 containin
more than 24 percent of alcohol by volume shall be classed as distille
spirits 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 maximum:limitation as
may be reasonably necessary in good commercial practice,
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(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%«lar July 1, [1962] 1963, the rate shall be 15 cents ‘per wine
gallon; - )

(2) On still wines containing more than 14 percent and not
exceeding 21 percent of alcohol by volume, 67 cents per ‘wine
gallon, except that on and after July 1, [1962] 1963, the rate
shall be 60 cents a wine gallon; :

(3) On still wines containingb 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, [1962] 1963, the rate shall be
$2.00 per wine gallon;

(4) On champagne and other sparkling wines, $3.40 per wine
gallon, except that on and after guly 1, [1962j 1963, the rate
shall be $3.00 per wine gallon; and

(5) On artificially carbonated wines, $2.40 per wine gallon,
excent that on and after July 1, [1962] 7963, the rate shall be
$2 00 per wine gallon. g
L] * * * * * *

SEC, 5051. IMPOSITION AND RATE OF TAX.

(a) RaTe oF Tax.—There is hereby imposed on all beer, brewed or
roduced, 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 rate for any other
uantity or for fractional paris of a barrel. On and after July 1,
1962] 1963, 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 endangered thereby, he may by regulations.
rescribe tolerances for barrels and fractional parts of barrels, and
if such tolerances aro prescribed, no assessment shall be made an
no tax shall be collecte(lpfor any excess in any case where the contents
of a barrel or a fractional part of a barrel are within the limit of the

applicable tolerance preseribed.
* * * * * * *

SEC. 5063, FLOOR STOCKS REFUNDS ON DISTILLED SPIRITS, WINES,
CORDIALS, AND BEER,
(a) GeENERrAL—-With respect to any article upon which tax is im-
osed under this part, upon which internal revenue tax (including
ﬁoor stocks tax) at tho applicable rate prescribed has been paid or
determined, and which, on .-})uly 1, [1962:? 1968, 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 articlus on and after July 1, [1962] 1963, if claim
for such credit or refund is filed with the Secretary or his delegate
prior to October 1, [1962] 1963, or within 30 days from the promul-
gation of such regulations, whichever is later. ’
(b) Limirarions oN Ericisiviry ror CrepniT 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,
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[1962] 1963 (but not extending beyond 1 year thereafter), as the
:Secretary or his delegate shall by regulations ;{rescriba, makes and
keops, and files with the Secretary or his delegate, such records
.of inventories, sales, and purchases as may be prescribed in such
regulations. _

(¢) Oruer Laws ArppricasLe,—All provisions of law, includin
penaltics, applicable in respect of internal revenue taxes on distille
-apirits, wines, liqueurs and cordials, imported perfumes containing
distilled spirits, and beer shall, insottar 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.
* * * * L] * *

(¢) CiaarerTEs,—On cigarettes, manufactured in or imported into
ithe United States, there shall be imposed the following taxes:

(1) SmaLL c1GARETTES.—On cigarettés, weighing not more
than 3 pounds per thousand, $4 per thousand until July 1, [1962]
1968, and $3.50 per thousand on ‘and after July 1, [1962] 1963;

(2) Larae craarerTEs.—On cigarettes, weighing more than
3 pounde 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 12g% inches, or fraction thereof, of the
length of each as one cigarette.

* * * » * * *

‘SEC. 5707. FLOOR STOCKS REFUND ON CIGA_RETTES. ‘ ‘
- (a). In GENERAL—With respect to cigarettes, weighing not more
than 3 pounds per thousand, upon which the tax imipo¥ed by subsec-
tion (¢)(1) of section 5701 hias been peaid, and which, on July 1, [1962]
1963, are held by any pérdon and mtended for shle, or are ih transit
from foreign countries or insular possessions of the United States to
any person in the United Statés for sale, there shall be credited or
refunded to such person (without intérest), subject 'to such régulations
as shall be prescribed by the Secretary or his delegate, an amount
equal to the difference between the tax paid on such cigarettes and the
tax made applicable to such articles on July 1, [1962] 1963, if claim
for such credit or refund is filed with the Secretary or his delegate
before October 1, [1062]) 1963, - }

(b) LimrraTioNs oN Eriarsiuiry rok Crupir ok Rirunp.—-No
person shall be entitléd to credit or refund Uhder subsection (a) un-
ess such person, for such period or periods both before and after July
1, [1962] 1963 (but not extending beyond 1 yedr thereafter), as the
Secretary or his delegate shall by regulation proscribe, fiakés and
keeps, and files with the Secretary or his delegate, such records of
inventories, sales, and purchases as may be prescribed in such regu-
lations,

* .. . * * * *



.22 TAX RATE EXTENSION ACT OF 1962

SEC. 6412. FLOOR STOCKS REFUNDS.
(a) IN GENERAL— e o
(1) PasseNGER AuroMmoBILEs, mic.—Whete before July T,
[1962] 1968, any articlé subject to the tax imposed by section
4061(a)(2) has been sold by the manufacturer, prodicér, or' ini-
porter and on such date is held by a dealer and has net been 'used
and is intended for sale, there shall be credited of refuntled
(without interest) to the manufacturer, producer, or importet ah
amount equal to the difference between the tax- paid’ by’ 'siich
manufacturer, producer, or itporter on his sale of the articlé asid
the amount 'of tax imade applicable to such article on' and’after
July 1, [1962] 1968, if claim for such credit or'refund is’ fileq
with the Secretary or his delegate on or before’ Novembds 10,
[1962] 1963, based upon a request submitted to the manufac-
turer, producer or importer before October 1; [1962] 1963, by
the dealer who held the article in respect of which the credit or
refund is claimed, and,.on or before November 10, [1962] 1968,
reimbursement has been made to such dealer by such mapufac-
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. - ‘
* Tk . * * * * %

SEC. 6416. CERTAIN TAXES ON SALES AND SERVICES.
(ng CoNDITION TO ALLOWANCE,—-* * *
(b) SprciaL Cases 1N Waick Tax PaymMents CoNSIDERED OVER-
pAYMENTS.—Under regulations prescribed by the Secrctary -or his.
delegate, credit or refund (without interest) shall be allowed or ‘made
in respect of the overpayments determined under the following
paragraph:. S . S
(1) Price reApyustmeNTs,—If the price of any article in
respect of which a tax, 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 b
chapter 32) a readjustment for local advertising (but only to tho
extent provided in section 4216(f) (2) and (3)), the part of the tax
proportionate to tlie part of the prico repaid or credited to'the
purchaser shall be deemed to be an overpayment. 'The prededing
sentenco shall not apply in the case of an article’ in respéct ‘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 gr repossession of the article, the part of the tax propor-
tionate to the part of such price repaid or crédited to the purchaser
shall bp deemed to'hé an overpayment, '~ ° S
(2) SrrcrFiep uses AND REsALES.—The tax'paid uider cliapter
32 sor under section 4041 (a)(1) or (b)(1)) in respect of any article
shall be deemed to be an overpayment if such ‘article was, by ‘any
person— L o ' Con o
C(A) Kk ok
" * * » * * ¥
(H) in the case of a liquid in respect of which tax was Baid’
under section 4041 at the rate of 3 cents or 4 cents. a gallon
used during any calendar quarter in vehicles while engaged

{
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in furnishing scheduled common, carrigr public passenger land
transportation service.along regular.routes;. gxcept that (i)
this subparagraph shall apply only if the 60 percent passenger
fare revenue test set forth in saction.6421(g)_(2) is- met with
respect to such,quarter, and (ii) the amount of such over-
payment for such quarter shall be an amaount determined by
multiplying 1 cent (where tax was ﬁ&id ab.the 3-cent, rate)
or 2 cents; (where tax was paid at the 4-cent rate) for each
allon of liquid so used by the percentage which such person’s
-[tax-exempt passenger] commuter fare revenue (as defined
in section 6421(d)(2)) derived from such scheduled service
during such quarter was of his total passenger fare revenue
L(not including the tax imposed by section 4261, relating
to the tax on transportation of persons)] derived from such
scheduled service during such quarter; ‘ .
x = * * * ok

SEC. 6421. GASOLINE USED FOR CERTAIN NONHIGHWAY PURPOSES
OR BY LOCAL TRANSIT SYSTEM.

(2) Nonuieaway Uses.—If gasoline is used otherwise than as a
fuel in & highway vehicle (1) which (at the time of such use) is regis-
tered, or is required to be registered, for highway use under the laws
of any State or foreign country, or (2) which, in the case of a highway
vehicle owned by the United States, is used on the highway, the
Secrctary or his delegate shall pay (without interest) to tﬁe 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
and 2 cents for each gallon of gasoline so used on which tax was paid
at the rate of 4 cents a gallon,

(b) LocAu TRANSIT SYSTEMS,— -

(1) Anowance—If gasoline is uséd during any calendar
quarter in vehicles while engaged in furnishing scheduled com-
mon_carrier public passenger land transportation service along
regular routes, the Sccretary or his delegate shall, subject to the
provisions of paragraph (2), pay (without interest) to the ulti-
mate ‘)urclmser of such gasoline the amount determined by
multiplying—

(A) 1 cent for each gallon of gasoline so used on which
tax was paid at tho rate of 3 conts a gallon and 2 cents for
each gallon of gasoline so used on which tax was paid at tho
rato of 4 cents a gallon, by -

(B) the percentage which the ultimate purchaser's [tax-
exempt passenger] commauter 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 per-
sons)] derived from such scheduled service during such
quarter, ., o :

(2) Limrrarion.—Paragraph (1) shall apply in respect of gaso-
line used during any calendar quarter only if at least 60 percent
of the total passenger fare revenue [(not including the tax im-
posed by gection 4261, relating to the tax on transportation of
pempn‘s)é[ derived ‘during, such quarter. from scheduled service
described in paragraph (1) by the person filing the claim was
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attributable to [tax-exempt passenger] commuter fare revenus
derived during such quarter by such person from such scheduled
service,

(¢) Time ror Finine Craims; PEr1op COVERED.—

- (1) GenNeErAL RULE.—Except as provided in paragraph (2)
not more than one claim may be filed under subsection (a), and
not more than one claim may be filed under subsection (b), by
any person with respect to-gasoline used during the one-year
period ending on June 30 of any year. No claim shall be allowed
under this paragraph with respect to any one-year period unless
filed on or before September 30 of the year in which such one-year
period ends.

(2) Exceprion.—If-$1,000 or more is payable under this sec-
tion to any person with: res?ect to gasoline'used during a calendar
quarter, a claim may be filed undér this section by such person
with respect to gasoline used during such quarter. No claim
filed under this paragraph shall be allowed unless filed on or
before the last day of t%le'ﬁr'st, calendar quarter following the
calendar quarter for which the claim™is filed: -

(d) Derinrrions.—For purposes of this section—

(1) Gasorine.—The term “gasoline’” has the meaning given
to such term by section 4082(b). .

'[(2) TAX-EXEMPT PASSENGER FARE REVENUE.—The term ‘“tax-
exempb passenger fare revenue’” means revenue attributable to
fares which were exempt from the tax imposed by section 4261
by reason of section 4263(a) (relating to the exemption for com-
mutation travel, ete.).}

(2) Commurer FARE REVENUE.—The term ‘‘commuter fare
revenue’’ means revenue attributable to fares derived from the trans-
portation of persons and attributable to—

(A) amounts paid for transportation which do not exceed
60 cents, :
(B) amounts paid for commutation or season tickets for
single trips of less than 30 miles, or
) (C) amounts paid for commutation tickels for one month or
ess,
(¢) Exumrr Sanks; Orasr PavymeNTs ok REFUNDS AVAILARLE,~-

(1) Exumer sanus.—-No amount shall be paid under Lhis
section with respect to any gasoline which the Secretary or his
delegate determines was exempt from the tax imposed by section
4081. 'The amount which (but for this sentence) would be
payable under this section with respect to any gasoline shall bo
reduced by any other amount which the Secretary or his delegate
determines is payable under this section, or is refundable under
any provision of this title, to any person"with respect to such
gasoline,

(2) GasorLINg usep oN rarMs.—This se¢tion shall not apply
in respect of gasoline which was (within the meanitig of paragraphs
(1), (2), and (3) of section 6420 (c)) used on a farm for farming
purposes. ‘

(f) ArriicaBLE Laws.— , .

(1) In cenEraL—All provisions of law, including ‘penalties,

‘applicable in respect of tﬁe tax imposed by section 4081 shall,
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ingofar as aptplicable.and not inconsistent with this section, apply
in respect of the payments :provided -for .in: this section to:the
same -extent as.if such'payments. constituted refunds: of ‘over-
payments:of the tax so imposed: :
(2) EXAMINATION:OF BOOKS AND WITNEssES.—For the purpose
of ascertaining: thecorrectness of any: claim made  under this
section, orthe- correctress. of any payment:made-in: respect:of
any -such claim; theiSecretary or his" delegate shall have the.
authority granted by paragraphs (1), (2), and (3) of section 7602
(relating to examinationiof books and witnesses) as if the claimant
were the person liableifor: tax.

(2) ReaunaTions.—The Secretary-orihis delegate may by-regula-~
tions prescribe the conditions, not inconsistent with the provisions of
this section, under which pag.menté‘may be made under this section.

(h) ErrecTive Dare.—This section shall apply only with respect
to gasoline purchased after June 30, 1956, and before October 1, 1972.

(i) Cross REFERENCES.—

(1) For reduced rate of tax in case of diesel fuel and special motor
fuels used for certain nonhighway purposes, see subsections (a) and
(b) of section 4041,

(2) For partial refund of tax in case of diesel fuel and special motor
fllx)els gse(g) for certain nonhighway purposes, see section 6416(b)(2)
() an .

(3) For pariial refund of tax in case of diesel fuel and special motor
fuels used by local transit systems, see section 6416(b) (2) (H).

(4) For civil penalty for excessive claims uuder this section, see
section 667f,

(%) For fraud penalties, etc., see chapter 76 (section 7201 and follow-
ing, relating to crimes, other offenses, and forfeitures).

SECTION 497 OF THE REVENUE ACT OF 1951

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

(a) ImrorrED ARTICLES.—With respect to any article specified in
section 2000(c)(2), 2800(a), 3030(a), or 3150(a) of the Intcrnal
Revenue Code of 1939 (or section 5§701(c), 5001(a), 5022, 5041(b)
or 5051(a) of the Internal Kevenue Code of 1954) on which internal
revenue tax at the applicable rate prescribed in such section has been
determined pursuant to section 3 of the Act of June 18, 1934, as
amended (U.S.C,, title 19, sec. 81c), prior to July 1, [1962] 1963,
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 determined
thercon paid, there shall be credited or refunded (without interest) to
the taxpayer, subject to such regulations as may be prescribed by
the Secretary, an amount equal to the difference between the tax so
paid and the amount of tax made applicable to such articles on and
after July 1, [1962] 1963, if claim for such credit or refund is filed
with the Secretary within thirty days after payment of the tax.

(b) PreviousLy Taxeraip ArricLes.—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(a), 5022,
5041(b), or 5051(a) of the Internal Revenue Code of 1954), upon
which internal revenue tax (including floor stocks tax) at the 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
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United States and placed under the:supervision of the collector of
customs, pursuant to the second :proviso:of section 3 of .the Act of
June 18, 1934, as amended (U.S.C., title 19, sec. 81¢), prior to:July 1,
[1962] 1963, 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 madeapplicable to
such articles on and after July 1, [1962] 1968, if claim for such credit
or refund is filed with the Secretary within thirty days after the return
of the article to customs territory.

Q



