~ (alendar No.1629

84raH CoNGRESS }_ - SENATE { REPORT
2d Session No. 1607

EXEMPTION OF CERTAIN FOREIGN TRAVEL FROM TAX
ON TRANSPORTATION OF PERSONS

MagrcH 1, '1956.-—Ordered to be printed

Mr. SmaTrERs, from the Committee on Finance, submitted the
following

\
REPORT
[To accompany H. R. 5265)

The Committee on Finance, to whom was referred the bill (H.\R.
5265) to exempt certain additional foreign travel from the tax on
transportation of persons, having considered the same, report favor-
ably thereon with an amendment and recommend that the bill, as
amended, do pass. :

The amendment is as follows:

Strike out all after the enacting clause and insert:

That subsections (a) and (b) of section 4261 of the Internal Revenue Code of 1954
(re}&fling to the tax on transportation of persons) are hereby amended to read
as follows:

“(a) AMoUuNTs Parp WiTHIN THE UNITED StaTEs.—There is hereby imposed
upon the amount dpa,id within the United States for taxable transportation of
persons (as defined in section 4262) by rail, motor vehicle, water, or air a tax
equal to 10 percent of the amount so paid. '

“(b) Amounts Parp Outsipe THE UNI1TeEDp StaTES,—There is hereby imposed
upon the amount paid without the United States for taxable transportation of
persons (as defined i section 4262) by rail, motor vehicle, water, or air, but only
if such transportation begins and ends in the United States, a tax equal to 10
percent of the amount so paid,” - ‘ o , o

SEc. 2. Section 4262 of the Internal Revenue Code of 1954 (relating to exemp-
tions from the tax on transportation of persons) is hereby amended by striking out
subsection (a) and by redesignating subsections (b), (c{, (d), (e), and (f) as sub-_
sections. (a), (b), (¢), (d), and (e), respectively. -Such section, as so amended, is
hereby renumbered as section 4263, . ;

Sec, 3. Part I of subchapter C of chapter 33 of the Internal Revenue Code of.
1954 is hereby amended by inserting after section 4261 the following new section:

“SEC. 4262. DEFINITION OF TAXABLE TRANSPORTATION OF PERSONS,

For purposes of this part— ‘ T
“( {E, GENERAL RULE.—The tern ‘taxable transportation of perzons’ means
transportation that begins in the United States or at any point in Canda or
Mexico not more than 225 miles from the continental United States and ends
in tHe United States or at any point in Canada or Mexico not more than 25
miles from the continental United States,
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2 EXEMPTION OF TRAVEL TAX ON TRANSPORTATION OF PERSONS

“(2) TRANSPORTATION OUTSIDE THE NORTHERN PORTION OF THE WESTERN
Hemispusrk.—~The term ‘taxable transportation of persons’ does hot include
trausportation any part of which is outside the northern portion of the
Western Hemisphere  (the area lying west of the 30th meridian west of.
ireenwich, east of the international dateline, and north of the Equator,
not including any country of South- America).”

Skc. 4. (a) Part I of subchapter C of chapter 33 of the Internal Revenue Code
of 1954 is hereby amended by adding at the end thereof a new section as follows:

““‘SEC. 4264. SPECIAL RULES.

“(n) PaymenTs MADE Qutsipg THE UNITED STATES FOR PREPAID ORDBERS.—
If the payment upon which tax is imposed by section 4261 (b) is made for a pre-
paid order, exchange order, or similar order, the person furnishing the initial
transportation pursuant to such order shall collect the amount of the tax.

“(b) Tax Depuctep UpoN REFuNDs.—lvery 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
transportation purchased in connection with such ticket or order, and shall report
to the Sceeretary or his delegate the amount of any such tax remaining uncollected.

“(c) Payment or Tax.—Where any tax imposed by section 4261 is not paid at
the time payment for transportation is made, then, under regulations presecribed
by the Secretary or his delegate— -

“(1) such tax shall be paid by the person paying for the transportation or
by the person using the transpertation;
*(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 becomes taxable transportation;
ang
“(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, .
This subsection shall not apply in the case of any tax collected in the manner
provided in subsection (a) or subsection (b) (to the extent any tax due is collected).” -

“(d) AppricatioN oF Tax.—The tax imposed by section 4261 (a) shall apply
to any amount paid within the United States for transportation of persons unless
the taxpayer establishes, pursuant to regulations prescribed by the Secretary or
his delegate, at the time of payment for the transportation, that the transportation
is not taxable transportation of persons (as defined in section 4262),

“(e) Rouxp Trips.—For purposes of this part, a round trip shall be considered
to consist of transportation from the point of departure to the destination and
separate transportation from such destination to the point of departure.”

(b) Section 4261(d) of the Internal Revenue Code of 1954 (relating to payment
of tax imposed on transportation of persons) is hereby amended by adding at the
end thereof the following: “except as provided in section 4264.” '

(¢) The first sentence of section 4291 of the Internal Revénue Code of 1954
(relating to cases where persons receiving payment must collect tax) is hereby
amended to read as follows: “Every person receiving any payment for facilities
or services on which a tax is imposed upon the payor thereof under this chapter
shall eollect the amount of the tax from the person making such paymeént, except’
as provided in szction 4264 (a).” . o s

Sec. 5. Subchapter B of chapter 68 of the Internal Revenue Code of 1954
(relating to assessable penalties) is hereby amended by adding at the end thereof
a new section as fcllows: - ‘ ,

*“SEC. 6676. FAILURE TO PAY TAX ON TRANSPORTATION OF PERSONS.

“In addition to any criminal penalty provided by law, if any person liable for:
payment of tax imposed by scction 4261 (relating to tax on transportation of.
persons) fails to pay such tax within the period prescribed. unless it is shown that
failure to pay is due to reasonable cause, such person shell be liable to a penalty
in an amount equal to whichever of the following is greater; :

“(1) Two times the amount of tax due; or
“(2) $10.”
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Sgrc. 6. (a) The table of sections of part I-of subchapter C of \chapter 33 of the
Internal Revenue Code of 1954 is hereby amended by striking out

_ “Seo. 4262, Exemptions.” .
and ingerting in lieu thereof

“Beo, 4262, Definition of taxable transportation of persons.
“Sec, 4263, Exemptions,
+8ec. 4264, Speocial rules.”

(b) The table of sections of subchapter B of chapter 68 of the Internal Revenue
Code of 19564 is hereby amended by adding at the end thereof:
‘‘Sec. 6676. Failure to pay tax on transportation of persons.”
SEc. 7.- The amendments made by this Act shall apply to amounts paid on or
after the first day of the first month which begins more than 60 deys after the

date ((i)f the enactment of this Act for transportation commencing on or after such
first day.

‘PURPOSE oF BILL

The purpose of this bill is, in general, to exempt from the 10-percent
excise tax on amounts paid for transportation of persons travel to
or from a point which 1s outside the United States or that part of
Canada or Mexico that is within 225 miles of the United States.

GENERAL STATEMENT

At the present time the 1954 code provides that the following
tﬁpes of transportation are subject to tax where the ticket is pur-
chased in the United States:

S (1) transportation beginning and ending within the United
tates; , , . ’

(2) transportation beginning and ending within the northern
portion of the Western Hemisphere; and o

(3) with respect to transportation beginning or ending outside
the northern portion of the Western Hemisphere, so much of the
transportation as constitutes transportation between one port
or station in the United States, Canada (except Newfoundland),"
or Mexico, and another port or station within such area. How-
ever, in the case of transportation by water on a ship that makes
an intermediate stop at a port within the United States on a
voyage that begins or ends outside the northern portion of the
Western Hemisphere, the part of the transportation between '
ports within the United States will not be taxable if the ship
could not both discharge and take on passengers at the inter-
mediate port in the United States. '

In the case.of tickets purchased outside of the United States, the"
1954 éode provides that transportation beginning and ending within
the United States is subject to tax. O
Your committee believes that it is undesirable to select trips, to
Central America, the Caribbean area, Mexico, and Canada for dis-
criminatory treatment. Your committee beliéves that such treatment
is contrary to the interests of the United States and in opposition to

the good-neighbor policy this ‘country has so long followed. '

The bill, as passed by the House of Répresentatives, was intended
to remove this discrimination. "Under the House bill, transportation
to a point outside the United States would not be taxed from the last
port or station in the United States. For éexample, a person | urchusins L
a ticket in New York to fly to Mexico City via Dallas, Tex., would
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have paid no tax on the part of the transportation from Dallas to
Mexico City. However, this way of removing the discrimination in
present law created other problems. It was pointed out that the
House bill would have penalized the carrier that makes additional
stops in the United States as compared with one that goes nonstop.
For example, transportation purchased in the United States on a
plane flying nonstop from New York to Mexico City would have been
completely tax free, while a passenger going to Mexico City by train
or bus would have been taxed on all the transportation up to the last
stop in the United States. Also, it would have been very difficult to
compute the tax due under the formula in the House bill in the case of
payments for transportation that would be partially taxable and
partially nontaxable. \

Your committee agrees on the desirability of removing the dis-
crimination in present law against travel to countries in the Caribbean
and Central America, and has amended the House bill to accomplish
this purpose without introducing other forms of discrimination among
carriers. Under the amendments made by your committee, trans-
portation to or from any point outside the United States or that
part of Cansda or Mexico which is more than 225 miles from the
continental United States will be completely exempt from the trans-
portation tax on persons. The question of whether the transporta-
tion is taxable will be determined by reference to the points of depar-
ture and destination rather than to the route or manner of operation
of the carrier. Thus, transportation from New York to Habana will
be completely exempt if the person goes directly to Habana or if he

oes via Miami. Similarly, a person who goes from Chicago to
ndon by way of New York and Boston will be exempt on the entire
trip. However, in order to purchase his ticket from Chicago to
Boston tax free, he would be required to establish at the time he
purchased his ticket from Chicago to Boston that it was for use in
conjunction with the ticket from Boston to London. -

There is also a discrimination in present law against United States
steamships as compared with foreign ships. For example, transpor-
tation purchased in the United States on a United States ship from
San Francisco to Tokyo via Honolulu will be taxable on the portion
of the transportation from San Francisco to Honolulu. However,
transportation on a foreign ship on the same route would %e nontaxable
since the foreign carrier would not have the right to both discharge
- and take on passengers in Honolulu. This discrimination against
American carriers is removed under your committee’s bill.

Under your committee’s bill, payments made in the United States
for transportation to or from points in Canada or Mexico that are
within 225 miles of the United States will continue to be taxed. By
continuing the tax on transportation to these nearby parts of Canada
and Mexico, the administration of the law is simplified and oppor-
tunities for avoidance or evasion are removed. If all transportation to
Canada and Mexico were exempt from tax, a person traveling to
Los Angeles, Detroit, Buffalo, or other cities near the border might
attempt to evade the tax by purchasing transportation to nearby
points in Canada or Mexico. v o T
- In addition to granting relief to transportation beginning or ending
outside the United States, the House bill would have granted partia%.
exemption in the case of certain trips beginning and ending in the
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United States. Under the House bill, the portion of .a trip outside
the United States would not be subject to tax if the route passed
through a point more than 200 miles outside the United States, al-
though the trip began and ended in the United States. One principal
effect of this provision would have been to exempt most of the amount
paid for a trip from San Francisco to Honolulu or from Fairbanks,
Alaska, to Minneapolis. However, it would also exempt the portion
outside the United States on a trip, for example, from Boston to
Seattle via Montreal, Edmonton, and Vancouver, although the trip
would have been fulfy taxable if the person” had gone-via Chicago.
Thus, this provision would seem to discriminate between trips from
one point in the United States to'other points in the United States.
Under the amendments made by your committee, all trips from one
point in the United States to another point in the United States, in-
cluding Alaska and Hawaii, that are presently subject to tax will con-
tinue to be taxed regardless of whether part of the trip is outside the
United States.

In addition to these substantive rules, special provisions are made that
will allow the Internal Revenue Service to adequately enforce payment
of the tax. If the person improperly fails to psay the tax through any
of the normal procedures or through payment directly to thie Internal
Revenue Service, then he may be subject to a civil penalty as well as
to the criminal penalty in present law. These measures should curb
evasion of the tax on tickets purchased outside the United States for
travel between two points within the United States as well as prevent-
ing avoidance or evasion of the tax imposed on tickets purchased
within the United States.

Your committee was informed that the revenue loss under the bill,
as passed by the House, would be $20 million. The revenue loss
unﬂ(}gr the bill as reported by your committee would also be $20
million.

' ExpPLANATION OF THE BILL

SECTION 1

Section 1 of the bill, as amended by your committee, amends
section 4261 (a) of the Internal Revenue Code of 1954 to impose the
tax upen the amount paid within the United States for taxable
transportation of persons (as defined in sec. 3 of the bill) by rail,
motor vehicle, water, or air, The rate of tax (10 percent) is not
changed. , ' o .

This section also makes conforming changes in section-4261 (b) to
impose the tax upon the amount paid outside the United States for
taxable transportation of persons gut (as under present law) only if
such transportation begins and ends in the United States. Under
your committee’s bill, those payments made outside'the United States
that are now subject to tax will remain subject to tax. ’

SECTION 2

Section 2 of the bill, as amended by your committee, makes clerical
changes in section 4262 (relating to exemptions from the tax on trans-
portation of persons). . Subsection (a) of section 4262 (relating to cer-
tain foreign travel) is deleted and subsections (b), (c),:(d), (e), and (f)
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are redesignated as subsections (a), (b), (c), (d), and (e), respectively,
and such section is renumbered as section 4263. No substantive
changes are made in the provisions that will be included in section 4263.

BECTION 8

Section 3 of the bill, as amended by your committee, adds the defi-
nition of taxable transportation of persons as section 4262 of the code.
The term “taxable transportation of persons’ is defined in section 4262
to mean transportation which begins in the United States Sincludin
the Staties, the District of Columbia, and the Territories of Alaska an
Hawaii) or at any point in Canada or Mexico not more than 225 statute
miles from the continental United States (including the States and
the District of Columbia) and ends in such area. Thus, the tax im-
posed on payments made within the United States will apply to trans-
portation which (1) bogins in the United States and ends in the United
States, (2) begins in the United States and ends at a point in Canada
or Mexico which is not more than 225 miles from the continental
United States, (3) begins at a point in Canada or Mexico not more
than 225 miles from the continental United States and ends within
the United States, and (4) begins at a point in Canada or Mexico
not more than 225 miles from the continental United States and ends
at another point in Canada or Mexico not more than 225 miles from
the continental United States.

Whether any point in Canada or Mexico is not more than 225 miles
from the continental United States is to be determined by measuring
the distance from such point to the nearest’ point on the boundary
of the continental Unite(F States. ,

In most cases it will be evident whetner or not a destination is within
or without 225 miles from the United States. In any instance in which
it is not apparent whether a port or station is within or without 225
nailes of the United States -the exact distance may be computed
mathematically by such methods as the Andoyer-Lambert formula.
It is contemplated that the Secretary or his delegate will make this
computation for major cities and will publish the determinations,
Any determination made by the Secretary or his delegate ‘will be
presumed to be correct.

The application of the rules in this bill may be illustrated as follows:

A. In each of the following examples the transportation is ‘““taxable
transportation of persons” and the amount paid within the United
States for such transportation is subject to the tax:

1. New York to Seattle,

2. New York to Vancouver, British Columbia,

3. Chicago to Monterrey, Mexico

4. Montreal, Canada, to Toronto, Canada .

5. Seattle to Fairbanks, Alaska, via Whitehorse, Yukon Terri-
tory, Canada ;

6. San Francisco to Honolulu, T. H.

7. Miami to l.os Angeles via Panama

8. Vancouver, British Columbia, to Honolulu, T. H.

If in examples 1, 5, 6, and 7, above payment for the transportation
had been made outside the United States, such payment would

" nevertheless have been subject to tax since in each case the trans-
portation begins and ends in the United States.
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B. In each of the following examples the amount paid for the
transportation is not subject to the tax since the transportation 'is
not ‘“taxable transportation of persons’: ,, :

1. New York to Habana, Cuba, via Miami
-2. Detroit.to Manila, Philippines, via Honolulu, T. H.

3. Minneapolis to Edmonton, Canada :

4. New York to Trinidad, British West Indies -
5. Chicago to Puerto Rico ‘

Paragraph (2) of section 4262 is explained in connection with
section 4264 (e). '

SECTION 4

Y

Section 4 of the bill, as amended by your committee, adds a new
section 4264 to the code providing special rules relating to the appli-
cation and payment of the tax. Section 4264 (a) continues witﬁout
substantive change a provision now contained in section 4291 of
present law. :

Section 4264 (b) provides a special rule for collection of the tax
where an unused ticket or order (or portion thereof) purchased for
nontaxable transportation is presente(f) for refund and, as a result of
the use of a portion of the transportation purchased in connection
with such ticket or order, liability for ﬁaymen‘t of the tax had been
incurred. 1n such cases the person making the refund is required to
deduct from the amount refundable, to the extent available, the
amount of the tax due. If the value of the unused ticket or order
(or portion thereof) is less than the amount of the tax due, the person
redeeming such unused ticket or order (or portion thereof) is required
to make a report to the Secretary or his delegate as to the remainder
of the tax due. For example, a carrier receives for redemption &
ticket for transportation from Miami to Habana which the purchaser
bought for use in conjunction with a ticket for transportation from
New York to Miami, and the person applying for the refund does
not show that the tax on the New York-Miami ticket has been paid
or that the New York-Miami ticket has been redeemed, ;

The carrier, before making the refund for the unused ticket, is re-
quired to deduct from the amount refundable the tax applicable to the
amount paid by the purchaser for the taxable transportation from New
York to Miami and to report the tax son collected in the manner sub-~
scribed by regulations. In the event that the value of the Miami to
Habana ticket is less than the amount of the tax due on the amount
paid for the transportation from New York to Miami, the carrier
should not make any refund to the purchaser but should allx)ptlx{ against
the outstanding tax the entire amount refundable and should notify
the Secretary or his delegate ‘of the. passenger’s name and address
and the amount of tax remaining uncollected, = - .

Section 4264 (c) provides special rules for payment of the tax where
the payment for the transportation is (1) subject to tax at the time
such paymentis made but no tax is paid at that time, or (2) not
subject to tax at the time such payment is made but because of some
subsequent event becomes taxable. In such cases the person paying
for, or the person using, the transportation-must pay the tax to the
person from whom the transportation was purchased, or to the Se¢re-
tary or his delegate. Such payment must be made within the time
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preseribed by regulations after whichever of the following first occurs:
(a) The rights to the transportation expire, or (b) the time when the
transportation becomes taxable transportation.

This subsection is not intended in any way to relieve the person
receiving a payment for taxable transportation of persons from his
duty under section 4291 of collecting the tax at the time such pay-
ment is received by him.,

The provisions of section 4262 (¢) do not apply in any casec where
the tax is collected in the manner provided in subsection (a) or sub-
section (b) of section 4262,

The following examples illustrate the application of section 4264 (¢):

Erample 1.—A purchases in Canada a ticket for his transportation
from Detroit to San Francisco, but fails to pay the applicable tax at
the time he makes the payment for such ticket. Since under section
4261 (b) the transportation was taxable at the time purchased by A,
he must, within the time specified by the regulations after the date of
such purchase, pay the applicable tax to either the person from whom
he purchased the ticket or to the Secretary or his delegate.

FErample 2.—B purchases in New York a round-trip ticket for
transportation between New York and Habana, Cuba, with a stop-
over in Miami, Fla. After arriving in Miami B decides not to con-
tinue his trip to Habana but to return to New York. B is liable
for the tax with respect to the amount paid for his transportation
from New York to Miami and return. B’s transportation became
taxable transportation at the time he began his return trip to New
York and, within the time specified by the regulations after such
event occurred, B must pay the applicable tax to either the person
from whom he purchased the ticket or to the Secretary or his delegate,
unless within such time he has applied for a refund from which. the
tax can be deducted.

If in example 2, B had not returned to New York but had remained
in Miami, he would not be required to pay any tax until the time
specified by the regulations after the date on which his right to use
the remaining portion of the ticket expired. _

Under section4264 (d) any amount paid within the United States for
transportation of persons is presumed to be taxable unless the taxpayer
establishes at the time of payment for the transportation, pursuant to
regulations prescribed by the Secretary or his delegate, that the trans-
portation is not taxable transportation of persons (as defined in sec.
4262). 'This may be established either by the purchase of a “through
ticket”” for transportation that does not constitute ‘‘taxable trans-
portation’ or by furnishing the carrier or agency receiving payment for
the domestic portion of the transportation a ticket or order covering
the international portion of the transportation, so that the tickets or
orders may be appropriately inscribed in the manner required by the
regulations.” For example, in the case of a journey from Chicago to
London, via New Yerk, covered by two tickets (one for transportation
from Chicago to New York and the other for transportation from New
York to London) it must be established, as required by ths regulations,
at the time the Chicago-to-New-York-ticket is purchased, that such
ticket is purchased for uss in conjunction with-a New York-to-London
ticket (or order) which is purchased at the same time or which had
been previously purchased. :
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Pursuant to regulations the agency or carrier which receives pay-
ment for the Chicago-New York ticket will be required to appropriately
inscribe the tickets or orders to show clearly that the tickets or orders
are purchased for use in conjunction with cach other. If, in this
example, the person who desired to purchase transportation between
Chicago and New York for use in conjunction with a ticket from New
York to London, did not furnish the agency or carrier receiving pay-
ment for the Chicago-New York portion his ticket from New York to
Iondon in order that the carrier or agency could comply with the
regulations, then the person would be required to pay the tax on the
Chicago-New York ticket. However, In such circumstances, the
taxgayer could receive a refund of the tax if he files a claim for refund
with the appropriate district director of internal .~venue and
establishes that the payment was not made for taxable . snsportation
of persons as deﬁne(f in section 4262.

Section 4264 (e) provides in effect that a round trip consists of two
separate trips, i. e., one trip from the point of departure to the desti-
nation and a second trip from the destination to the point of depar-
ture. The term ‘“round trip”’ is intended to include certain journeys
in which the same routing is not followed on the return trip from the
specified destination to the original point of departure as was taken
on the going trip (sometimes referred to as ‘‘circle trips’’), In the
case of a cruise (i. e., transportation to no set destination but with
one or more intermediate stops en route), the point farthest from the
point of departure will be regarded as the destination for purposes of
applying the term “round trip.”” However, the rules of ‘“open-jaw”
transportation, discussed below, apply if the cruise ends at a point
other than the one at which it began. -

“Open-jaw’’ transportation (transportation from the point of de-
parture to a specified destination and transportation from that point
to a point other than the original point of departure) will be considered
as transportation from the original point of departure to the specified -
destination and separate transportation from that point to the final
destination if the distance between the points of the ‘“open-jaw’’ does
not exceed the distance of the shorter segment traveled. For example, a
trip from New York to New Orleans via Panama would be cornsidered
as transportation from New York to Panama and from Panamsa to
New Orleans, so that both segments of the trip would be nontaxable.
On the other hand, a trip from New York to Miami via Bermuda
would be considered as transportation from New York to Miami and
would be taxable. o ) : o

However, transportation will be nontaxable if any portion of the
transportation is outside the northern portion of the Western Hemi-
sphere (the area lying west of the 30th meridian west of Greenwich,
east of the international date line, and north of the Equator, but not
including any country of South America), regardless of whether the
trip would be considered as beginning and ending in the United States
under the concepts discussed above. - Under paragraph (2) of section
4262, it is not necessary to consider the point of departure or the
ultimate destination on trana:gortation any portion of which is out-
side the nurthern portion of the Western Hemisphere. Thus, trans-
portation from Miami to Turbo, Colombia, to Los Angeles will be
nontaxable, ’ ‘ :
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SECTION &

Section § of the bill, as amended by your eommittee, adds & new
section 6676 to the code providing a civil penalty for failure to pay
the tax imposed by section 4261. The new section provides that (in
addition to any of the regular criminal ponalties which may be appli-
cable) if any person liable for payment of the tax fails to pay such
tax as required by the law and regulations, & civil penalty may be
imposed unless it can be shown that the failure to pay is due to
reasonable cause. The penalty imposed is two times the amount of
tax due but not less than $10. This penaity is to be assessed and
collected as a tax,

SECTION 6

Section 6 of the bill, as amended by your committee, makes the
conforming changes in the tables of sections.

SECTION 7

Section 7 of the bill, as amended by your committee, provides that
the amendments made by this act shall apply to amounts paid on or
after the first day of the first month whicg begins more than 60 days
after the date of enactment of this act for transportation commencing on
or after such first day. Under the House bill, this act would have
applied to amounts paid on or after the first day of the first month
which begins more than 10 days after the date of the enactment of
this act for transportation commencing on or after such first day.
The postponement in the effective date, under your committee’s biﬁ,
is to allow the Internal Revenue Service sufficient time to prepare
the necessary rules and the carriers an opportunity to acquaint their
personnel who will be charged with the selling of tickets and collection
of tax under the provisions of this act.

Cuances IN Existing Law

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

THE INTERNAL REVENUE CODE OF 1954

® * * * * B %
CHAPTER 33—FACILITIES AND SERVICES
. * * * * * *

SuBcHAPTER C—TRANBPORTATION

. * * * * . ™
Parr I—Prrsoxns
* . * . * * .
ﬁ % fmj&h‘m of taxelie (ransportation of peroons,
Bec, (984 Bpeciel
. " . . » . .
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SEC. 4261. IMPOSITION OF TAX.

(8) AmounTs Pamp WitHIN THE UNITED STATES.—There I8 hereby imposed
ufpon the amount paid within the United States for [the] taxable transportation
of persons (as defined in seclion 4862) by rail, motor vehicle, water, or air [within
or without the United States] a tax equal to 10 g;ercent of the amount so paid.

(b) AmMouNTs PAmp Ovursipe THE UNITED STATRS,—There i8 hereby imposed

/ﬁg)on the amount paid without the United States for [the] tazable transportation
of persons (as defined in seclion 4262) by rail, motor vehicle, water, or air [which],
but only if such transporialion begins and ends in the United States, a tax equal
to 10 gerc_ent of the amount g0 paid. .

(c) 8mars, Berras, Erc.—There is hereby imposed upon the amount paid
for seating or sleeping accommodations in connection with transportation with
respect to which a tax is imposed by subsection (a) or (b) a tax equivalent to
10 percent of the amount so paid. -

(d) By Wrom Paimn.—The taxes imposed by this section shall be paid by the
Egrson making the payment subjcot to the tax[.] except as provided in section

64. . -

[ ]

» . ) L . P

SEC.~ 4262. DEFINITION OF TAXABLE TRANSPORTATION OF
PERSONS. '
For purposes of this Rpart—— ,

(1) GenERAL Rure,—The term “‘taxable transporiation of persons” means
transportation that begins in the Uniled Stales or at_any point in Canada or
Mexico not more than 225 miles from the continental United States and ends in
the United States or at any point in Canada or Mezico not more than 225 miles
Jrom the continental United Stales,

(2) TransporrATION OUTSIDE THE NORTHERN PORTION OF THE WESTEEN
HexrspaerE ~—The term ‘‘lazable transporiation of persons” does not include
transportation any parl of which is outside northern portion of the Western
Hemaisphere (the area lying west of the 30th meridian west of Greenwich, east of
the International Date Line, and north of the equator, not including any country
of South America).

SEC.. [4262.] 4263. EXEMPTIONS.

[(a) CerTAIN ForElaN TrAVEL—The tax imposed by section 4261 shall not
apply with respect to transportation any part of which is outside the northern
ortion of the Western Hemisphere, ‘except with respect to any part of such
raxﬁportation which is from any port or station within the United States, Canada,
or Mexico to any other port or station within the United States, Canada, or
Mexico. In the case of transportation by water on & vessél which makes one or
more intermediate stops at ports within the United States, Canada, or Mexico
on a voyage which begins or énds in the United States and ends or beging outside
the northern portion of the Western Hemisphere, no part of such transportation
shall be considered for the purposes of the préceding sentence. to be from any
port within the United States, Canada, qr-Mexico to any other such port if the
vessel in stopping at any such intermediate port is not authorized both to discharge
and to take on passengers. - A port or station within Newfoundland shall not,
for the ;éurposes of the preceding two sentences, be considered as a port or station
within Canada, TFor the purposes of this section, the words ‘‘northern portion
of the Western Hemisphere” mean the area lying west of the 30th meridian west
of Greenwich, east of the International Date Line, and north of the equator, but
not including any country of South Am_erioa.;l
b)J (a). CoMMUTATION “TRAVEL, ETC.—% *.*
¢) ] (b) SmaLL VEHICLES ON ‘NONESTABLISHED LiNEs.—* # #
d) ] .(¢) FisHING -TRIPS—% * * , , .
e)J (d) CERTAIN ORGANIZATIONS——* ® #*
f)] (¢ MeMmBErs oF THE ARMED FORCES.—* * *
‘ * SRR TR . S . : »
SEC. 4264. SPECIAL RULES. G . e
(6) " Pavienrs ‘Manx Ovrsioe rax UNrrzp Srarzs ror Przrarp. OrDErs,—
If the payment upon which taz is imposed by section 4261 (b) iz made for a propaid
order, exchange order, or similar order, the person furnishing the initial fransporiakion
pursuant to such order shall collect the amount of the tax, EERE
(b) ‘Tax Dzovorzp Uron: Rxrunps.-—Every person who refunds any amount
with respect o a ticket or order which was purchased wilthout payment of the lax
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fmposed by section 4261, shall deduet from the amount refundable, fo the extent
available, any tax due under such section as a resull of the use of a porlion of the
transporlation purchased in connection with such ticket or order, and shall report
{o the Secrelary or his delegate the amount of any such tax remaining uncollecled.

(¢) Payuexr or Tax.—Where any lax imposed by seclion 4261 is nol paid rt
the time payment for transportation is made, then, under regulations prescribed by
the Seccretary or his delegalc— .

(1) such lax shall be paid by the person paying for the transporiation or by
the person using the transportalion;
(2) such tax shall be paid within such time as the Secretary or his delegate
shall prescribe by regulations afler whichever of the following first occurs:
(A) the rights to the lransporlalion expire; or
(B) the time when the lransportation becomes taxable transportation; and
(3) payment of such lax shall be made to the person to whom the payment for
transportalion was made or to the Secretary or his delegale.
This subsection shall not apply in the case of any lax collected in the manner provided
in subsection (a) or subsection (b) (to the extent any lax due is collected).

(d) Appricarion oF Tax.—The lax imposed by section 4261 (a) shall apply to
any amount paid within the United States for transporlation of persons unless the
taxpayer eslablishes, pursuant lo regulalions prescribed by the Secretary or his dele-
gale, at the time of payment for the transportation, thal the lransportalion is not
taxable transporlation of persons (as defined in section 4262).

(¢) Rouxp Trips.—For purposes of this part, a round trip shall be considered to
consist of transportation from the point of departure to the deslination and separate
transportation from such destination to the poinl of departure.

» - * * * » P

SuBcHAPTER E—SpEciaL ProvISIONS APPLICABLE TO SERVICES AND FaAcILITIES
Taxes

* *® * * * * L

SEC. 4291. CASES WHERE PERSONS RECEIVING PAYMENT MUST
COLLECT TAX,

Every person receiving any payment for facilities or services on which a tax is
imposed upon the payor thereof under this chapter, shall collect the amount of
the tax from the person making such payment, except [that if the payment speci-
fied in section 42061 is made outside the United States for a prepaid order, ex-
change order, or similar order, the person furnishing the initial transportation
pursuant to such order shall collect the amount of the tax.} as provided in section
4264 (a). For the purpose of this section every club or organization having life
members shall collect the tax imposed on life memberships by section 4241.

» * * * * * *

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

. . * * * = *

SUBCHAPTER B-—ASSESSABLE PENALTIES
* * * * * * *

Sec. 6678, Failure to pay tar on transportalion of persons.
* * * * * * *

SEC. 6676. FAILURE TO PAY TAX ON TRANSPORTATION OF
PERSONS. A
In addition lo any criminal penally provided by law, if any person liable for
payment of lax smposed by section 4261 (relating to tax on transporlation of persons)
Jaus to pay such tax within the period prescribed, unless it is shown that failure to
pay 18 due lo reasonable cause, such person shall be liable to a penally in an amount
equal to whichever of the following is greater: ,
(1) Two times the amount of tax due; or

(®) 810, _
[ ] » L 4 L * L J ]
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