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EXCISE TAXES

TUESDAY, JUNE 8, 1965

U.S. SENATE,
CoMMITTEE ON FINANGE,
Washington,D.C.

The committee met, pursuant to notice, at 10 a.m.,, in room 2221,

New dSenate Office Building, Senator Harry F. Byrd (chairman)
residing.

P Present: Senators Byrd presidini , Long, Smathers, Anderson,
Douglas, Talmadge, McCarthy, Hartke, Ribicoff, Williams, Bennett,
Morton, and Dirksen. .

Also present : Elizabeth B, Springer, chief clerk,

The CrARMAN. The committee will come to order.

The bill under consideration by the committee today is the Excise
Tax Reduction Act of 1965, H.R. 8371.

(A copy of the bill follows:)

[H.R. 8371, 80th Cong., 18t sess.]
AN ACT To reduce excise taxes, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled,

SECTION 1. SHORT TITLE, ETC.
fg&)ﬁ §nom~ TiTLE.—This Act may be cited as the “Excise Tax Reduction Act
0 ",

(b) AMENDMENT OF 1954 CopE.—Except as otherwise expressly provided, when-
ever in this Act an amendment is expressed in terms of an amendment to, or
repeal of, a section or other provision, the reference is to a section or other provi-
sion of the Internal Revenue Code of 1954.

TITLE I—RETAILERS EXCISE TAXES

SEC. 101. REPEAL OF RETAILERS EXCISE TAXES.

(a) INn GENERAL.—Subchapters A (relating to jewelry and related items),
B (relating to furs), C (relating to toilet preparations), and D (relating to
luggage, handbags, ete.) of chapter 81 are repealed.

(b) TECHNICAL AND CONFORMING AMENDMENT,—

(1) The table of subchapters for chapter 31 is amended by striking out the
ftems relating to subchapters A, B, C,and D,

(2) Sections 4051 through 4053 are repealed and the table of sections for
subchapter F of chapter 31 is amended by striking out the items relating
to sections 4051, 4052, and 4053,

(8) Section 4055 is amended by striking out *, in the case of the tax im-
posed by section 4041,”.

(4) Section 4057(a) is amended by striking out “, in the case of a tax
imposed by section 4041,”,

(8) Sectlon 4224 (relating to exemption for articles taxable as jewelry)
is repealed and the table of sections for subchapter G of chapter 32 is
amended by striking out the item relating to section 4224, 1
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(6) Section 6011(c) (relating to return of retailers excise taxes by sup-
pliers) is repealed.

TITLE II—-MANUFACTURERS EXCISE TAX

SEC. 201. AUTOMOBILES AND AUTOMOBILE PARTS.

(a) PABSENGER AUTOMOBILES, ETc.—Paragraph (2) of section 4081(a) (relat-
ing to imposition of tax) is amended to read as follows:

“(2) (A) Articles enumerated in subparagraph (B) are taxable at which-
ever of the following rates is applicable: -

“10 percent for the period ending June 30, 1963,

7 percent for the period July 1, 1963, through December 31, 1965.

‘¢ percent for the perlod January 1, 1068, through December 31, 1066.

“4 percent for the perlod January 1, 1947, through December 31, 1067.

“2 percent for the perlod January 1, 1988, through December 31, 1008.
Effective for' the perlod beginning Januarv 1, 1989, the tax imposed under
this paragraph ghall cease to apply.

“(B) The articles to which subparagraph (A) applies are:

.“Autonll]o})il)e chassis and bodies other than those taxable under para.
grap .

“Chassis and bodies for trailers and semitraiters (other than house:
tratlers) sunitable for use in connection with passenger automobliles.
A sale of an automobile, or of a trailer or semitrailer suitable for use in
connection with a passenger automobile, shall, for the purposes of this
paragraph, be considered to be a sale of a chassis and of a hody enumerated

in this subparagraph.”
(b) PARTS AND ACCESSORIES.— :

(1) Effective as provided by section 701(a) (1), subsection (bh) of section
4061 (relating to imposition of tax on parts and accessorles) is amended by
striking out “and other than automoblile radio and television receiving sets”
and by striking out “, except that on and after July 1, 1985, the rate shall
beb peroont”

(2) Effective as provided by section 701(a) (2). subsection () of section
4061 is amended to read as follows:

“(b) PARTS AND ACCESSORIES.—

“(1) Except as provided in pnrngraph (2), there is hereby imposed upon
parts or accessories (other than tires and inner tubes) for any of the
articles enumerated in subsection (a)(1) sold by the manufacturer, pro-
ducer, or importer a tax equivalent to 8 percent of the price for which so sold,
except that on and after October 1, 1972, the rate shall e 5 ;~ reent.

“(2) No tax shall be imposed under this subsection upon any part or
accessory which Is suitable for use (and ordinarlly is used) on or in con-
nection wlth. or n] a component part of, any article enumerated in sub-
section (n) (2) or a house trailer.”

(c) TECHNICAL AMENDMENT.—The last sentence of paragraph (1) of sec-
tion 4001(a) is amended by striking out “the chassis and of the body” and
inserting in lleu thereof “a chassis and of a body enmumerated in this pnmgmph".

SEC. 202. LUBRICATING OIL.
(n) IxmposiTioN OF TAX.—Sectlon 4091 (relating to imposition of tax) is
amended to read as follows:

“SEC. 4091. IMPOSITION OF TAX.

“There s hereby imposed on lubricating oil (other than cutting olls) which
is sold in the United States by the manufacturer or praducer a tax of G cents
a gallon, to be paid by the manufacturer or producer.”

(b) PAYMENTS TO ULTIMATE PURCITASERS.—Subchapter B of chapter 63 (relat-
ing to rules of specinl apptication) is amended by adding at the end thereof the
following new section:

“SEC. 6424. LUBRICATING OIL NOT USED IN HIGHWAY MOTOR VE.
HICLES.
“(a) PAYMENTS.—If lubricating oll (other than cutting olls, ns defined in

geetion 4092(b), and other than oll which has previously been nsed) iIs used
otherwise than in n highway motor vehiele. the Seeretary or his delegate shall
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pay (without interest) to the ultimate purchaser of such lubricating oil an
amount equal to 8 cents for each gallon of lubricating oll so used. - .

“(b) TiIME FOR FiLiNne CrAIMS; PERIOD COVERED,— .

(1) GENERAL RULE.—Except as provided in paragraph (2), not more
than one claim may.be filed under subsection (a) by any person with re-
spect to lubricating oil used during the one-year period ending on June 30
of any year. No claim shall be allowed under this paragx;apgl with respect
to any one-year period unless filed on or before September 80 of the year
in which such one-year perlod ends. For purposes of this paragraph, in
the case of lubricating ofl used during the six-month perlod beginning
January 1, 1066, the term ‘one-year' shall be read as ‘six-months’.

“(2) ExcrerioN.—If $1,000 or more is payable under this section to any

" person with respect to lubricating ol used during a calendar quarter, a claim
may be filed under this section by such person with-respect to lubricating oil
used during such quarter. No claim filed under this paragraph shall be
allowed unless filed on or before the last day of the first calendar guarter
following the calendar quarter for which the claim is filed. o

“(¢) BxeMPT Sares.—No amount shall be paid under this section with reapect
to any lubrleating ofl which the Secretary or his delegate determines was exempt
from the tax imposed by section 4091. The amount which (but for this sentence)
would be payable under this section with réspect to any lubricating oil shall be
‘reduced by any other amount which the Secretary or his delegate determines is
‘payable under this section, or is refundable under any provision 6f this title, to
any person with respect to stich lubrleating ofl, )

“(d) APPLICABLE L.AWS.— .

“(1) IN GENERrAL.—AIll provisions of law, including penalties, applicable
in respect of the tax imposed by sectlon 4091 shall, insofar as applicable and
not inconststent 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 overpayments of the tax so imposed. .

“(2) EXAMINATION OF BOOKS8 AND WITNESSES.—For the purposé of ascer-
taining the correctness of any claim made under this sectlon, or the correct-
ness of any payment made in respect of any such claim, the Secretary or his
delegate shall have the authority granted by paragraphs.(1), (2), and (3)
of section 7002 (relating to examination of books and witnesses) as if the
claimant were the person linble for tax. : : -

‘(e) ReauraTioNs.—The Secretary or his delegate may by regulations prescribe
the conditlons, not inconsistent with the provistons of this section, under which
payments may be made under this gection, . . ' :

“(f) EffFecTIvE DATE.—ThIs section shall apply.only with respect to lubricating
oil pinced in use after Decemher 31, 1005, :

“(g) Cross REFERENCES.— ' .

“(1) For civil penalty for excessive claims under this section, see
section 6675,

“(2) For fraud penalties, etc, see chapter 75 (section 7201 and
following, relating to crimes, other offenses, and forfeitures).”

(¢) TECHNICAL AND CONFORMING AMENDMENTS.—
(1) (A) Subpart B of part IIT of subchapter A of chapter 32 {s amended
by adding at the end thereof the following new section:

“SEC. 4094. CROSS REFERENCE. :
“For provisions to relieve purchasers of lubricating oil from excise
tax in the case of lubricating oil used otherwise than in a highway
motor vehicle, see section 6424.”

(B3) The table of sections for such subpart B is amended by adding at
the end thereof the following:
“Sec. 4094, Cross reference.”
(2) (A) Section 02006 18 amended—
(1) by striking out 6420 AND 6421” in the heading and inserting in
lieu thercof “6420, 6421, AND 6424",
(it) by striking out “0420 or 6421” each place it appears in the text
and Inserting in lleu thereof ‘6420, 6421, or 424", and
“(Iil) }i_\;{tnsorﬂng “(or, In the case of lubricating oil, by section 4091)"
after “4081",
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(B) The table of sections for subchapter A of chapter 63 is amended by
strlking out “6420 and 6421” and inserting ln Heu thereof 6420, 6421, and
68424",

(8) (A) Section 6675 is amended—
thl(l%x by inserting “OR LUBRICATING OIL” after “GASOLINE” in

e heading;

- (11) by striking out “or” before 6421 in subsection (a) and inserting in
lleu thereof a comma, and by inserting *, or 6424 (relating to lubricating
oil not I;SGd in highway motor vehlcles)" in such subsection after

“gystems)! .,

(ii1) by striklng out “or 6421 " in subsection (b) (1) and inserting in
lleu thereof “6421, or 6424,”,

(B) The table of sections for stxbchapter B of chapter 68 is amended by
striking out “certain gasoline” and inserting in lleu thereof “‘certain gasoline
or lubricating oil”.

(4) Bections 7210, 7603, and 7604, and the ﬁrst sentence of section
7605(a), are each amended by inserting "“6424(d) (2),” after “‘6421(f) (2),".
The second eentence of section 7605(a) is amended by striking out “or
6421 () (2),” and inserting in lieu thereof *, 8421(f) (2), or 6424(d) (2),".

SEC. 203. HOUSEHOLD APPLIANCES.

Subchapter B of chapter 32 (relating to refrigeration equlpment electrlc, gas,
and oil appliances; and electric light bulbs) is repealed and the table of sub-
chapters for chapter 32 is amended by striking out the item relating to sub-
chpater B,

SEC. 204, ENTERTAINMENT EQUIPMENT.

‘Subchapter O of chapter 32 (relating to radio and television sets, phonographs
and records, etc.; and musical instruments) is repealed and the table of sub-
cl!llapttgrs for chapter 32 is amended by striking out the item relating to sub-
chapter B

SEC. 205. RECREATIONAL EQUIPMENT. :
(a) SporTING Goops.—Sectlon 4161 (relating to sporting goods) is amended
to read as follows:

“SEC. 4161, IMPOSITION OF TAX.

“There is hereby imposed upon the sale of fishing rods, creels, reels, and
artificial lures, baits, and flies (Iincluding parts or accessories of such articles
sold on or in connection therewith, or with the sale thereof) by the manufac-
turerl,dpfoducer. or importer & tax equivalent to 10 percent of the rrice for which
so sold.’

(b) ProrocrAPHIC EquirMeNnT.—Part II of subchapter D of chapter 32 (re-
lating to photographic equipment) is repealed and the table of parts for such
subchapter is amended by striking out the item relating to part 11.

SEC. 206. BUSINESS MACHINES AND OTHER ITEMS.

Subchapter B of chapter 82 (relating to business machines; pens and me-
chanical pencils and lighters; and matches) is repealed and the table of sub-
chapters for chapter 32 is amended by striking out the item relating to
subchapter E.

SEC. 207. PARTIAL PAYMENTS; SALES OF INSTALLMENT ACCOUNTS.

1(a) PABTIAL PAYMENTS.—Secton 4218(¢) (relating to definition of price;
partial payments) is amended by striking out “that portion of the total tax
which is proportionate to the portion of the total amount to be pald represented
by such payment.” in the material following paragraph (4) and inserting in lieu
thereof “a percentage of such payment equal to the rate of tax in effect on the
date such payment is due.”

(b) SALES oF INSTALLMENT AccounTts.—Section 4216(e) (relating to defini.
tion of price; sales of installment accounts) isamended—

1) by striking out “total tax"; in paragraph (1) and fnserting in lieu
thereof ‘“total tax which would be payable if such Installment accounts
had not been sold or otherwise disposed of (computed as provided in sub-
section (e));"”; and

(2) by amending paragraph (2) to read as follows:

“(2) if any such sale is pursuant to the order of, or subject to the ap-
proval of, a court of competent jurisdiction in a bankmptcy or insolvency
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proceeding, the amount computed under paragraph (1) shall not exceed the
sum of the amounts computed by multiplying (A) the proportionate share
of the amount for which such accounts are sold which is allocable to each
unpaid installment payment by (B) the rate of tax under this chapter in
effect on the date such unpaid installment payment is or was due.”
(¢) CoNrFORMING AMENDMENT.—Section 6416(b) (5) (relating to return of
certain installment accounts) is amended by striking out “proportionate’” and
inserting in lieu thereof “allocable"”. . :

SEC. 208, TECHNICAL AND CONFORMING CHANGES.

(a)d esdection 4216(b) (2) (relating to constructive sale price; special rule) is
amended— o -
(1) by striking out the material immediately preceding subparagraph (A)
and fnserting in lieu thereof the following: .
“ 5,2) SeeEciaL Rure.—If an article is sold at retail or to a retaller, and

1]

(2) by striking out in subparagraph (A) “, to retallers, or to special
dealers” and inserting in lleu thereof ; “or to retailers” ;

33) by striking out *(other than special dealers)” each place it appears;
an

(4) by striking out in subparagraph (C) *“4191 (relating to business
machines), or 4211 (relating to matches),”. ‘

(b) Paragraph (3) (relating to special dealer) of section 4216(Db) is repealed.
(c) Section 4218 (relating to use by manufacturer or importer considered a
sale) is amended—

(1) by striking out the heading to subsection (b) and inserting in lleu
thereof the following:

“(b) TIRES AND T'UBES.—"". »

(2) by striking out in subsection (b) “or an automobile radio or tele-
vision receiving set taxable under section 4141,” ;

-(8) by striking out the heading to subsection (v) and Inserting in lieu
thereof the following: )

“(c) AUTOMOTIVE PARTS AND ACCESSORIES.—" '

(4) by striking out in subscction (e) “a radio or television component

taxable under sectlon 4141, or a camera lens taxable under section 4171,”.
(d) Section 4221 (relating to certain tax-free sales) 1s amended—

(1) by striking out in subsection (d)(6)(B) “a radio or television
component taxable under section 4141, or a camera lens taxable under
section 4171,”;

(2) by striking out the heading to paragraph (2) of subsection (e)
and inserting in leu thereof the following:

¢“(2) TIRES AND TUBES.—";

(8) by striking out ‘“or 4141” in subparagraphs (A) and (C) of sub-
section (e) (2); .

(4) by striking out “tire, inner tube, or automobile radio or television
receiving set” in subparagraphs (A) and (C) of subsectlon (e)(2) and
inserting in lieu thereof “tire or inner tube” ;

(5) by striking out “tire, tube, or receiving set” each place it appears
in subparagraphs (A) (i) and (B) of subsection (e)(2) and inserting
in Heu thereof “tire or tube"; ‘

(8) by striking out paragraph (3) of subsection (e) ; and

(7) by striking out subsection (f).

(e) Sectlon 4222 (relating to registration) is amended by striking out para-
graph (4) of subsection (b).

(£) Section 4227(2) is amended by striking out “and automobile radio and
television receiving sets,”.
SEC. 209. REFUNDS WITH RESPECT TO FLOOR STOCKS AND CERTAIN

CONSUMER PURCHASES.

(a) PasseNGER AuTtomopiLEs, Ero—Section 6412(a) (1) (relating to floor
stocks refunds on passenger automobiles, etc.) I8 amended to read as follows:

(1) PASBSENGER AUTOMOBILES, FT0,—Where before July 1, 1865, or Jan-
nary 1, 1060, 1067, 1968, or 1969, any article subject to the tax imposed
by section 4061(a) (2) has been sold by the manufacturer, producer, or
fmporter and on such date is held by a dealer and has not been used and
is intended for sale, there shall he eredited or refunded (without interest)
to the manufacturer, producer, or fmporter an amount equal to the difference

48-936—65——2
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- between the tax pald by the manufacturer, producer, or importer on his
sale of the article and the amount of tax made applicable to the article

. on such date, if—
L . “(A) claim for such credit or refund is filed with the Secretary
".or. his delegate-on or before the 10th day of the 7th calendar month

.- beginning after such date based upon a request submitted to the manu-
. 'v..facturer, producer, or importer before the first day of the 6th calendar

month beginning after such date by the dealér who held the article
in respect of which the credit or refund is claimed ; and .

. “(B) on or before such 10th day reimbursement has been made to

- the dealer by the manufacturer, producer, or importer for the tax re-

duction on the article or written consent has been obtained from the’
: dealer to allowance of the credit or refund.”
~ (b)_ FrooR STOCK REFUNDS ; OTHER MANUFACTURERS Exo18E TAXES.—

“ (1) IN OENERAL—Where before July 1, 1065, any article subject to the
tax imposed by section 4111, 4121, 4141, 4151, 4171, or 4101 of the Internal
Revenue Code of 1954 (hereinafter in this Act referred to as the “Code”),
or where before January 1, 1966, any article subject to the tax imposed
by section 4081(b), 4091(1), or 4181 of the Code, has been sold by the
manufacturer, producer, or importer, and on such date is held by a dealer
and has not been used and 18 intended for sale, there shall be credited
or refunded (without interest) to the manufacturer, producer, or importer
an amount equal to the difference between the tax pald by the manu-
facturer, producer, or Importer on his sale of the article and the amount of
tox made applicable to the article on such date, if— i

(A) claim for such credit or refund is filed with the Secretary of the
Treasury or his delegate on or before February 10, 1966 (or August 10,
1906, in the case of an article subject to the tax imposed by section 4061
(b), 4091(1), or 4181 of the Code), based upon a request submitted to
the manufacturer, producer, or importer before January 1, 1066 (or
July 1, 1066, in the case of an article subject to the tax imposed by sec-
tion 4061(b), 4091(1), or 4131 of the Code), by the dealer who held the
article in respect of which the credit or refund is claimed ; and

(B) on or before such February 10 (or such August 10 in the case of
an article subject to the tax Imposed by section 4081(b), 4091(1), or 4131
of the Code) reimbursement has been made to the dealer by the manu-
facturer, producer, or importer for the tax reductlon on the article or
written consent has been obtalned from the dealer to allowance of the
credit or refund.

(2) Derinitions.—For purposes of this subsection—

(I}l) The term “dealer” includes a wholesaler, jobber, distributor, or
retailer.

(B) An article shall be considered as “held by a dealer” it title
thereto has passed to the dealer (whether or not delivery to him has
been made), and if for purposes of consumption title ta the artlele or
possession thereof has not at any tlme been transferred to any person
other than a dealer. For purposes of paragraph (1) and notwithstanding
the preceding sentence, an article shall be consldered as “held by a
dealer” and not to have been used, although possession of such article
has been transferred to another person, If such article is returned to the
dealer in a transaction under which any amount pald or deposited by
the transferee for such article is refunded to him (other than amounts
retained by the dealer to cover damage to the article). Moreover, such
an artlcle shall be considered as held by a dealer on July 1, 1065, even
though it is in the possession of the transferee on such date, if it is re-
turned to the dealer (in a transaction’ described in the preceding sen-
tence) before August 1, 1065.

(3) LIMITATION ON ELIGIRILITY FOR CREDIT OR REFUND.—NO mmanufacturer,
producer, or importer shall be entitled to credit or refund under paragraph
(1) unless he has in his possession such evidence of the Inventorles with
respect to which the credit or refund s claimed as may be required by
regulations prescribed under this subsection.

(4) OTHER LAWS APPLICABLE.—~AIll provisions of law, including penalties,
applicable in respect of the taxes imposed by sections 4061 (b), 4001 (1), 4111,
4121, 4131, 4141, 4151, 4171, and 4101 of the Code shall, insofar as applicahle
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and not inconsistent with paragraphs (1), (2), and (8) of this subsection,
apply in respect of the credits and refunds provided for in paragraph (1) to
the same extent as if the credits or refunds constituted overpayments of the
taxes.

(c) ReEFUNDS WITH RESPECT TO CERTAIN CONSUMER PURCHABES.—

(1) IN cENERAL.—Where after May 14, 1965, and before July 1, 1065, a new
automotive item subject to the tax imposed by section 4061(a) (2) of the
Code, or a new self-contained air-conditioning unit subject to the tax im-
posed by section 4111 of the Code, has been sold to an ultimate purchaser,
there shall he credited or refunded (without interest) to the manufacturer,
producer, or importer of such article an amount equal to the difference be-
tween the tax pald by such manufacturer, producer, or importer on his sale
of the article, and the tax made applicable to the article on July 1, 1965, if—

(A) claim for such credit or refund is filled with the Secretary of the
Treasury or his delegate on or before February 10, 1966, based upon in-
formation submitted to the manufacturer, producer, or importer before
January 1, 1966, by the person who sold the article (in respect to which
the credit or refund is claimed) to the ultimate purchaser; and

(B) on or before February 10, 1066, reimbursement has heen made to
the ultimate purchaser for the tax reduction on the article.

(2) LIMITATION ON ELIGIBILITY FOR CREDIT OR REFUND.—NO manufacturer,
producer, or importer shall be entitled to a credit or refund under paragraph
(1) with respect to an article unless he has in his possession such evidence
of the sale of the article to an ultimste purchaser, and of the reimburse-
ment of the tax to such purchaser, as may be required by regulations
prescribed under this subsection,

(3) OTHER LAWS APPLICABLE.—AIl provisions of law, including penalties,
applicable in respect to the taxes fimposed by sections 4001 (a) (2) and 4111
of the Code shall, insofar as applicable and not inconsistent- with para-
graphs (1) and (2) of this subsection, apply in respect of the credits and
refunds provided for in paragraph (1) to the same extent as if the credits
or refunds constituted overpayments of the tax,

(d) Section 0412(e) (relating to cross reference) is repealed.

SEC. 210. HIGHWAY TRUST FUND,

(n) Section 200(c) (1) of the Highway Revenue Act of 1936 (relating to gen-
eral provisions for transfers to the Highway Trust Fund) is amended—
(1) by striking out “and” at the end of subparagraph (F); .
(2) by striking out the perlod at the end of subparagraph (G) and
inserting In leu thereof “; and ”;
(3) by Inserting after subparagraph (G) the following new subparagraph:
“(H) 100 percent of the taxes received after December 31, 1065,
under sectlons 4061(h) (tax on parts and accessories for trucks, buses,
ete,) and $091 (tax on lubricating oil).”;: ana
(4) by adding at the end thereof the following new sentence: “In the
case of any tax descrlbed in subparagraph (H), amounts received during
tha calendar yenr 1006 shall be taken Into account only to the extent
attributable to liability for tax incurred after December 31, 1063.”

(b) Subparagraph (A) of section 209(e) (3) of the HMighway Revenue Act
of 195G (relating to transfers to the Ilighway Trust Fund for liabilitles in-
curred before Qctober 1, 1972) is amended to read ns follows: .

“(A) 100 percent of the taxes under sections 4041 (taxes on dlesel
fuel and specinl motor fuels), 4061(b) (tax on parts and accessories
for trucks, buses, ete.), 4071(a) (4) (tax on tread rubber), 4081 (tax
on gasoline), and 4091 (tax on lubrleating ofl) ;".

(¢) Section 209(f)(3) of the Highway Revenue Act of 1936 (relating to
transfers from trust fund for gasoline used on farms and for certain other pur-
poses) fs amendett as follows:

(1) by striking out the heading and inserting in lfeu thereof the following:

*(3) 'TRANSFERS FROM TRUST FUND FOR GASOLINE AND LUBRICATING OIf. USKD
FOR CERTAIN PURPOBES.—';

(2) by striking out “and 6421” and inserting *, 6421”; and

(8) Ly iInserting after “transit systems” the following: *, and 06424
(relating to amounts paid in respect of lubricating ofl not used in highway
nintor vehicles)',
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TITLE III-TAXES ON FACILITIES AND
- SERVICES

SEC. 301, REPEAL OF ADMISSIONS AND CLUB DUES TAXES.

Subchapter A (relating to admissions and club dues) of chapter 33 is repealed
and the table of subchapters for chapter 33 is amended by striking out the item
relating to subchapter A. L ’

SEC. 802, COMMUNICATIONS TAX.
Subchapter B of chapter 33 (relating to céommunications taxes) is amended
to read as follows: : :

“Subchapter B—Communications

“Sec. 4251, Imposition of tax,
“Sec, 4252. Definitions.

“Sec. 4263, Exemptions. .
“Sec. 4254, Computation of tax.

“SEC. 4251. IMPOSITION OF TAX.

“(a) IN GENERAL.— _

(1) Bxcept as provided in subsection (b), there is hereby imposed on
amounts pald for the following communication services a tax equal to the
percent of the amount so paid specified in paragraph (2):

“Local telephone service,

‘“Toll telephone service.

“Teletypewriter exchange service,
“The taxes imposed by thig section shall be paid by the person paying for
the services,

“(2) The rate of tax referred to in paragraph (1) is as follows:

“Amounts paid pursuant to

bills first rendered— Percent—
“During 1966 . e —————— 3
“Puring 1967 ..o e — e ————— 2
“During 1968. e mmemm—c———————— 1

“(b) TEBMINATION OF Tax.—The tax imposed by subsection (a) shall not
apply to amounts paid pursuant to bills first rendered on or after January 1, 1969.

“(c) SreciAL RurLe.—For purposes of subsections (a) and (b), in the case of
communication services rendered before November 1 of any calendar year for
which a bill has not been rendered before the close of such year, a bill shall be
treated as having been first rendered during such year.

“SEC. 4252. DEFINITIONS.
‘‘(a) LooAL TELEPHONE SERVICE.—For purposes of this subchapter, the term
‘local telephone service’ means—

“(1) the access to a local telephone system, and the privilege of telephonic
quality communication with substantially all persons having telephone or
rat(liio telephone stations constituting a part of such local telephone system,
an

%(2) any facllity or service provided in connection with a service described
in paragraph (1). '

The term ‘local telephone service’ does not include any service which is a ‘toll
telgphone(:‘sie)rvlce’ or a ‘private communication service’ as defined in subsections
(b) and .

“(b) TorLL TELEPHONE SERVIOE~—For purposes of this subchapter, the term
‘toll telephone service’ means—

“(1) a telephonic quality communication for which (A) there is a toll
charge which varles in amount with the distance and elapsed transmission
time of each individual communication and (B) the charge is paid within the
United States, and
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“(2) a service which entitles the subscriber, upon payment of a periodic
charge (determined as a flat amount or upon the basis of total elapsed
transmission time), to the privilege of an unlimited number of telephonic
communications to or from all or a substantial portion of the persons having
telephone or radio telephone stations in a speecific area which is outside the
}oclal telgphone system area in which the station provided with this service
s located.

“(¢) TELETYPEWRITER EXOHANGE SERVICE.—For purposes of this subchapter, the
term ‘teletypewriter exchange service' means the access from a teletypewriter or
other data station to the teletypewriter exchange system of which such station
is a part, and the privilege of intercommunication by such station with substan-
tially all persons having teletypewriter or other data stations constituting a part
of the same teletypewriter exchange system, to which the subscriber is entitled
upon payment of a charge or charges (whether such charge or charges are de-
termined as a flat periodic amount, on the basis of distance and elapsed trans-
mission time, or in some other manner). The term ‘teletypewriter exchange
service’ does not include any service which is ‘local telephone service' as defined
in subsection (a). ‘

“(d) PRIVATE COMMUNICATION SERVICE.—For purposes of this subchapter, the
term ‘private communication service’ means—

¢(1) the communication service furnished to a subseriber which entltles
the subscriber—

““(A) to exclusive or priority use of any communication channel or
groups of channels, or
“(B) to the use of an intercommunication system for the subseriber's
stations, .
regardless of whether such chanuel, groups of channels, or intercommunica-
tion system may be connected through switching with & service described
in subsection (&), (b) (2), or (¢),

“(2) switching capacity, extension lines and stattons, or other associated
services which are provided in connection with, and are necessary or unique
to the use of, channels or systems described in paragraph (1), and

“(3) the channel mileage which connects & telephone station located out-
slde a local telephone system area with a central office in such local teléphone
gystem,

except that such term does not include any communication service unless a
separate charge Is made for such service.

“SEC. 4253. EXEMPTIONS. L

‘““(a) CERTAIN COIN-OPERATED SERvVICE.—Seryice pald for by inserting coins in
coin-operated telephones available to thé public shall not be subject to the tax
imposed by section 4251 if the charge for such telephoneée service is less than 25
cents; except that where such coin-operated telephone service is furnished for a
guaranteed amount, the amounts paid under sich guarantee plus any fixed
monthly or other periodic charge shall be subject to the tax.

“(b) NEws SeERVICES.—No tax shall be imposed under section 4251, except with
respect to local telephone service, on any payment received from any person for
services used in the collection of news for the public press, or a news ticker serv-
ice furnishing a general news service similar to that of the public press, or radio
broadcasting, or in the dissemination of news through the public press, or a news
ticker service furnishing a general news service similar to that of the public press,
or by means of radio broadcasting, if the charge for such service is billed in
writing to such person.

“(¢) INTERNATIONAL, ETC. ORGANIZATIONS.—No tax shall be fmposed under
section 4251 on any payment received for services furnished to an international
organization, or to the American National Red Cross.

“(d) SERVICEMEN IN CoMBAT ZONE.—No tax shall be imposed under sectfon
4251 on any payment received for any toll telephone ‘service which originates
within a combat zone, as defined in section 112, from a member of the Armed
Forces of the United States performing service in such combat zone, as deter-
mined under such sectlon, provided a certificate, setting forth such facts as the
Secretary or his delegate may by regulations prescribe, is furnished to the per-
son receiving such payment.
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“(e) ITEMs OTHERWISE TAXED.—Only one payment of tax under section 4251
shall be required with respect to the tax on any service, notwithstanding the lines
or stations of one or more persons are used in furnishing such service.

“(f) CoxMON CARRIERS AND COMMUNICATIONS COMPANIES.—NO tax shall be
imposed under section 4251 on the amount paid for any toll telephone service
described in section 4252(b) (2) to the extent that the amount so paid is for use
by a common carrier, telephone or telegraph company, or radio broadcasting sta-
tion or network in the conduct of its business as such.

“(g) INsTALLATION CHARGES.—No tax shall be imposed under section 4251 on
80 much of any amount paid for the installation of any instrument, wire, pole,
:iwitchboard, apparatus, or equipment as is properly attributable to such installa-

on. :

“SEC. 4254, COMPUTATION OF TAX.
“(a) GENERAL RULE—If a bill 1s rendered the taxpayer for local telephone
service or toll telephone service—

“(1) the amount on which the tax with respect to such services shall be
based shall be the sum of all charges for such services included in the bill;
except that )

‘“(2) if the person who renders the bill groups individual items for pur-
poses of rendering the bill and computing the tax, then (A) the amount
on which the tax with respect to each such group shall be based shall be
the sum of all items within that group, and (B) the tax on the remaining
items not included in any such group shall be based on the charge for each

item separately. , .
“(b) WHERE PAYMENT I8 MADE FOR TOLL TELEPHONE SERVICE IN COIN-OPERATED

TeLEPHONES.—If the tax imposed by section 4251 with respect to toll telephone
service is paid by inserting coins in coin-operated telephones, tax shall be com-
puted to the nearest multiple of 5 cents, except .that, where the tax is midway
between multiples of 5 cents, the next higher multiple shall apply.”

SEC. 303. TAX ON TRANSPORTATION OF PERSONS BY AIR.

(a) IN GENERAL.—Section 4261 (relating to imposition of tax on transportation
of persons by air) is amended by striking out “November 16, 1062, and before
July 1, 1965"” wherever it appears and inserting in lleu thereof “November 13,

1062