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EXEMPTION OF CERTAIN TRAVEL FROM TAX ON
TRANSPORTATION OF PERSONS

Jury 17, 1956.-—Ordered to be printed

Mr. Coorer, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H. R, 5265)

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the bill (H. R, 5265) to
exempt certain additional foreign travel from the tax on the trans-
portation of persons, having met, after full and free conference, have
agreed to recommend and do recommend to their respective Houses
as follows:

That the House recede from its disagreement to the amendment of
the Senate and agree to the same with an amendment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: That subsections (@) and (b) of section 4261
of the Internal Revenue Code of 1964 (relating to the tax on transportation
of persons) are amended to read as follows:

“(a) Amounrs Parp Wrirnin 1k UNirep Srares.— There <8
hereby tmposed upon the amount paid within the United Slates for taxable
transportation (as defined in section 4262) of any person by rail, motor
vehicle, water, or air a tax equal to 10 percent of the amount so paid.

“b) Amounrs Parp Oursipr rnr UNirep Srares.—There s
hereby imposed upon the amount paid without the United States for
tazable transportation (as defined in section 4262) of any person by rail,
motor vehicle, waler, or air, but only if such transportation begins and
ends in the United Stales, a tax equal to 10 percent of the amount so paid.”

SEkc. 2. Section 4262 of the Internal Revenue Code of 195/ (relating
to exemplions from tax on transg)orlation of persons). is amended by
siriking out subsection (a) and by redesignating subsections (b), (e),
(d), (e), and (f) as subsections (a), (b), (¢), (d), and (e), respectively.
Such section, as so amended, 18 renumbered as section 4263.  Section
6421 (d) (2) of such Code 5 relating to definition of ‘‘taz-exempt passenger
fare revenue”) is amended by striking out 4262 (b)” and inserting in
lieu thereof 4263 (a)".
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2 EXEMPTION OF CERTAIN FOREIGN TRAVEL FROM TAX

Sec. 3. Part I of subchapter C of chapter 33 of the Internal Revenue
Code of 1964 is amended by inserting after section 4261 the following new
section:

““SIEC, 4262, DEFINITION OF TAXABLE TRANSPORTATION.

“(a) TaxaBLk TrRANSPORTATION; IN GENERAL.—For purposes of
this part, except as provided in subsection (b), the term ‘taxable transpor-
tation’ means—

“(1) transportation which begins in the United States or in the
223 -mile zone and ends in the United States or in the 226-mile zone;
an

“(2) in the case of transportation other than transportation
described in paragraph (1), that portion of such transportation
which ts directly or indirectly from one port or station in the United
States to another port or station in the ﬁnited States.

“() Excrusion oF CERTAIN TrAvEL.—For purposes of this part,
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
ndirectly—

“(A) between (1) a point where the route of the transportation
leaves or enters the continental United States, or (1) a port or
station i the 226-mile zone, and

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

“(8) such portion—

“(A) begins at either (1) the point where the route of the
transportation leaves the United Slates, or (3t) a port or station
i the 226-mile zone, and

“(B) ends at either (1) the point where the route of the trans-
portation enters the United States, or (it) a port or station in
the 225-mile zone; and

“(4) @ direct line from the point (or the port or station) specified
m paragraph (3) (A), to the point (or the port or station) specified
m paragraph (8) (B), passes through or over a point which is not
within 226 miles of the United States.

“(¢) Drrinrrions.—IEFor purposes of this section-—

“(1) Conrinenrar, Unirep Srvares.—The term ‘continental
United States' means the cxisting 48 States and the District of
Columbia.

Y(2) 226-yrnk zonk.—~~The term ‘226-mile zone’ means that por-
tion of Canada and Mexico which is not more than 226 miles from
the nearest point in the continental United States.”

Sec. 4. (@) Part I of subchapter C' of chapter 33 of the Internal Revenue
Code of 1964 is amended by adding at the end thereof the following new
section:

“SEC. 4264, SPECIAL RULFS,

“(a)y Paymenrs Mapvr Quresior rur Unrrep Strares ror PRE-
rarn Ororrs.—If the payment upon which tax s imposed by section
4260118 made outside the United States for a prepaid order, exchange order,
or similar order, the person furnishing the initial transportation pursuant
to such order shall collect the amount of the taux.

“(b)y Tax Droucrenp Uroxn Rrrunps.—Ivery person who refunds
any amount with respect to a ticket or order which was purchased without
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payment of the tax imposed by section /261, shall deduct from the amount
refundable, to the extent available, any tax due under such seclion as @
result of the use of a portion of the transportation purchased in conncction
with such ticket or order, and shall report to the Secrelary or his delegate
the amount of any such tax remaining uncollected.

“(¢) PayMENT oF T'ax.—Where any tax imposed by secton 4261 +s
not paid at the time payment for transportation is made, then, under
regulations prescribed by the Secretary or his delegate, to the extent that
such tax is not collected under any other provision of this subchapter—

“(1) such tax shall be paid by the person paying for the transporta-
tion or by the person 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 becomes subiect to
tax; and

“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.

“(d) Arprrcarion oF Tax,—The tax imposed by section 4261 shall
apply to any amount paid within the United States for transportation of
any person unless the taxpayer establishes, pursuant to regulations pre-
sertbed by the Secretary or his delegate, at the time of payment for the
transportation, " at the transportation is not transportation in respect of
which tax vs 1, .sed by seetion 4201,

“(e) Rounp Trirs.—In applying this part 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 transportation thereafter.

“(f) T'ransrorrarion Qursipe Tk NORTHERN IPORTION OF THE
Wesrerny Hesmiseurre—In applying this part to transportation any
part of which 1s outside the northern portion of the Western IHemisphere—

“() If the route of such transportation leaves and reenters the
northern portion of the Western IHemisphere, such transportation
shall be considered to consist of transportation to a pornt outside such
northern portion, and of separate transportation thereafter.

“@) If such transportation is transportation by waler on a vessel
which makes one or more intermediate stops at ports within the
United States on @ voyage which begins or ends in the United States
and ends or begins outside the northern portion of the Western Hemi-
sphere, a stop al an nlermediate port within the United Stales at
which such vessel 1s not awthorized both to discharge and to lake on
passengers shall not be considered to be a stop at a port within the
United Stales.

For purposes of this subsection, the term ‘northern portion of the Western
Hemisp;wre’ means 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.”

(0) Section 4261 (d) of the Internal Revenue Code of 195/ (relating to
payment of tax imposed on transportation of persons) 1s amended by
striking out “The” and inserting wn liew thereof “Iacept as provided in
section 426/, the'.

(c) The first sentence of section 4291 of the Internal Revenue Code of
196/ (relating to casés where persons recetving payment must collect tax)
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18 amended to read as follows: “Except as provided in section 426/ (a),
every person receiving any payment for facilities or services on which a
tax 18 tmposed wpon the payor thereof under this chapter shall collect
the amount of the tax from the person making such payment.”’

SEec. 8. The table of sections for part I of subchapter C of chapter 33 of
the Internal Revenue Code of 19564 is amended by striking out

“Sec. 4262. Exemplions.”

and inserting in lteu thereof '

“Sec. 4282, Definition of taxable {ransportation.,
“Sec. 4268. Exemplions,
“Sec. 4264. Special rules,”

Sec. 6. The amendments made by this Aet shall apply to amounts
paid on or after the first day of the first month which beyins more than
sixty days after the date of the enactment of this Act for transportation
commencing on or after such first day.

And the Senate agree to the same,

JERE COOPER,

W. D. MiLus,

NosLe J. GREGORY,

Danien A, Rerp,

THomas A. JENKINS,
Managers on the Part of the House.

Harry F. Byrp,

Ronr. KERR,

By Hanry F. Byrb,

Grorar A, SMATHERS,

E. D. MiLLiKkIN,

Ranrn E. FLANDERS,
Managers on the Part of the Senate.



STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the conference on the
disagreeing votes of the two Houses on the amendment of the Senate
to the bill (H. R. 5265) to exempt certain additional foreign travel
from the tax on the transportation of persons, submit the following
statement in explanation of the effcet of the action agreed upon by
the conferces and recommended in the accompanying conference
report.:

EXISTING LAW

In general, existing law imposes a tax on amounts paid in the
United States for the transportation of persons where the transporta-
tion begins and ends within the nortflern portion of the Western
Hemisphere. With respect to transportation of persons any part of
which is outside the northern portion of the Western Hemisphere,
existing law provides that so much of the transportation as constitutes
transportation betwecen one port or station in the United States,
Canada (except Newfoundland), or Mexico, and another port or sta-
tion within such areca, shall be taxable. Iowever, in the case of
transportation by water on a ship on a voyage which begins or ends
in the United States and ends or begins outside the northern portion
of the Western Hemisphere, if such ship makes one or more inter-
mediate stops at ports within the Unitecf) States, Canada, or Mexico,
no part of the transportation is considered to be from one such port
to another such port if the ship is not authorized both to discharge
and to take on passengers at any such intermediate port.

In the case of amounts paid outside the United States for the
transportation of persons, existing law provides that the tax will
tln})ply only in the case of transportation which begins and ends in the

nited States,

THE HOUSE BILL

Under tho House bill, in the case of payments made in the United
States tho tax on the transportation of persons would, in genecral,
apply only to domestic transportation, The definition of “domestic
transportation” in the House bill included all transportation which
begins and ends in the United States, oxcept— ‘

(1) That portion of such transportation which is outside the
United States in any case where the route of the transportation
yasses through or over a point at least 200 miles from the nearest
l[;pﬁl)ndmg of the United States (determined as provided in the
ill); an

(2’) Round-trip transportation between a point within the
United States and a point outside the United States (except as
specified below).

The definition of “domestic transportation’ also included trans-
portation (payment for which is made within the United Stntes) be-
tweon any port or station within the United States and any other port

b
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or station within the United States (excluding transportation deseribed
in paragraph (1) above), which is part of transportation to or from
a point outside the United States.

The House bill provided an exemption from tax on transportation
between United States ports where (1) the transportation is by ship
on a voyage which begins or ends in the United States and ends or
begins outside the United States, (2) such ship makes one or more
intermediate stops in the United States, and (3) the ship, in stopping
at such intermediate port, is not authorized both to discharge and to
take on passengers.

In the case of payments made outside the United States, the amount
would be taxable only if the transportation begins and ends in the
United States and only to the extent the amount would be taxable if
the payment had been made in the United States.

THE SENATE AMENDMENT

The Senate amendment struck out all after the enacting clause of
the House bill and inserted new text. Under the Senate amendment
the tax would be imposed on—

(1) The amount paid within the United States for “taxable
transportation of persons.”

(2) The amount paid without the United States for “taxable
transportation of persons,” but only if such transportation begins
and ends in the United States,

Under the Senate amendment the term “taxable transportation of
persons’’ was defined as transportation that begins in the United States
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 Mexico not more than 225 miles from the continental
United States, Accordingly, no tax was imposed on any part of
transportation which bean or ended outside the United States and
the 225-mile arca,

The Senate amendment excluded from the term “taxable transpor-
~ tation of persons’’-—

(1) That portion of transportation to or from the Territory
of Alaskn or the T'erritory of Hawaii which—

(A) is outside the United States;

(B) is not transportation between ports or stations within
the continental United States or that portion of Canada or
Mol.\'ico within 225 miles of the continental United States;
and

(C) is not transportation between ports or stations within
the Territory of Aaaslm or the Territory of Hawaii, '

(2) 'ransportation any part of which is outside the northern
portion of the Western I'%’cmisphere.

The Senate amendment also added 2 new scetions to the code, 1
providing spccial rules relating to administrative matters, and 1
providing an assessable penalty for failure to pay the tax on trans-
portation of persons within the time prescribed for such payment.

Both the }?ouse bill and the Senate amendment made necessary
technical and clerical amendments to the code,

Neither the House bill nor the Senate amendment changed tho rate
of the tax on transportation of persons.
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THE CONFERENCE AGREEMENT

Under the conference agreement, the House recedes with an amend-
ment the text of which is a substitute for both the House bill and the
Senate amendment.

Section 1: The first section of the conference substitute amends
subsections (a) and (b) of section 4261 of the Internal Revenue Code
of 1954. Subsection (a) is amended to impose the tax upon the
amount paid within the United States for taxable transportation (as
defined in the new sec. 4262 of the code) of any person by rail, motor
vehicle, water, or air. The rate of tax under existing law (10 percent)
is not changed.

This section also makes conforming changes in section 4261 (b)
of the 1954 code. As so changed, the tax will be imposed upon the
amount paid outside the United States for taxable transportation of
any person, but only if such transportation begins and ends in the
United States. '

Section 2: Scction 2 of the conference substitute makes changes in
section 4262 of the code (relating to exemptions from the tax on
transportation of persons).

Subsection () of section 4262 (relating to transportation any part
of which is outside of the northern portion of the Western Hemisphere)
is delet-d, The language of this subsecction is rendered unneccessary
by vcason of other provisions contained in the conference substitute,
including the new secction 4264 (f) of the code added by section 4 (a)
of the conference substitute,

Section 2 of the conference substitute also redesignates subsections
(b), (e), (d), (e), and (f) of scction 4262 as subsections (a), (b), (¢),

), and (e), respectively, and such section is renumbered as scction
“4263"”, No substantive changes are made in the provisions which
remain in section 4263.

The last sentence of section 2 of the conference substitute makes a
conforming change in a cross reference to the present section 4262 (b),

Section 3: Section 3 of the conference substitute adds a new section
4262 to the code defining “taxable transportation’ for purposes of
the tax on transportation of persons,

Section 4262 (a) defines taxable transportation to mean—

(1) transportation which begins in the United States, or in that
portion of Canada or Mexico which is not more than 225 miles
from the necarest point in the continental United States (defined
in tho conference substitute as the ¢“2256-mile zone’’), and ends in
the United States or in the 225-mile zone; and

(2) in the case of any other transportation, 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,

Section 42062 (b) excludes from the definition of “taxable transpor-
tation” that portion of any transportation which meocts all 4 of the
following requirements: :

(1) such portion is outside the United States;

(2) neither such portion nor any segmont thercof is directly
or indirectly—

(A) between (i) a point where the routoe of the transpor-
tation leaves or enters the continental United States, or
(ii) & port or station in the 225-mile zone, and
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() a port or station in the 225-mile zone;
(3) such portion—

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

(4) a dircet line from the point (or the port or station) speci-
fied in paragraph (3) (A), to the point (or the port or station)
specifie(,l in paragraph (3) (B), passes through or over a point
which is not within 225 miles of the United States.

Secction 4262 (¢) (1) defines the term ‘“‘continental United States,”
for purposes of section 4262, to mean the existing 48 States and the
District of Columbia, Section 4262 (¢) (2) defines the term ‘“225-
mile zone,” for purposes of section 4262, to mean that portion of Can-
ada and Mexico which is not more than 225 miles from the nearest
point in the continental United States.

The term “United States” as used in the sections of the code
amended or added by the conference substitute is defined by section
7701 (a) (9) of the code to mean the States, the U'erritories of Alaska
and Hawaii, and the District of Columbia,

Under section 4262 (a) taxable transportation is defined as including
the transportation that begins in the United States or the portion of
Canada or Mexico within 225 miles of the continental United States
(the 2256-mile zone) and ends in the United States or in the 225-mile
zone,

Transportation that begins in the United States or in the 225-mile
zone and ends outside such area, transportation that begins outside
the United States or the 225-mile zone and ends inside such area, and
transportation that begins and ends outside the United States and the
226-mile zone are included within the term ‘“taxable transportation’
only to the extent that transportation is directly or indirectly from
one port or station in the United Statos to another port or station in
the United States, T'hat is, transportation from London to New
York, to Montreal, to Seattle, to Tokyo would be included within the
definition of “taxable transportation’” on the portion between New
York and Seattle. If payment was made in the United States, the
New York to Scattle portion would be taxable. However, if payment
for such transportation was made outside the United States no part
of it would be taxable since it is not transportation which begins and
ends in the United States,

Under subsection (b) of section 4262 certain transportation is
excluded from the term “taxable transportation’ if all 4 tests set forth
in that subsection are met.

Transportation from the continental United States to Alaska and
Hawaii will be partially exempt from tax under this provision, For
oxample, & nonstop trip from Seattle to Juneau would contain a por-
tion that is outside the United States and that satisfies the require-
ments of section 4262 (b), since it is between the point where the route
leaves the continental United States and where it enters Alaska, and a
direct line from the point of leaving the United States to the point of
entering the United States passes through a point which is not within
225 miles of the United States, In computing the amount paid for
taxable transportation in such case the portion of the route which is



EXEMPTION OF CERTAIN FOREIGN TRAVEL FROM TAX 9

within the United States before the carrier leaves the United States
(the portion in Washington) and the portion within the United States
after the carrier enters the United States (the portion in Alaska) will
be determined in the manner to be prescribe(f in regulations issued
by the Secretary or his delegate.

In the case of transportation from, for example, New York to
Edmonton, to Vancouver, to Hawaii, the entire portion from where
the carrier leaves the United States en route to Edmonton to where it
enters the United States in Hawaii would be outside the United States,
However, the segment between the point where the route leaves the
United States and Vancouver would be indirectly between a point
where the route leaves the continental United States and a station
within the 225-mile zone (Vancouver is inside the 225-mile zone).
The portion between the point where the carrier leaves the United
States to Edmonton cannot be considered as an exempt portion since
such a portion must end at a point where the route enters the United
States or a port or station within the 225-mile zone (IZdmonton is out-
side the 225-mile zone). Therefore, the only part of the transportation
which can satisfy paragraphs (1), (2), and (3) of section 4262 (b) is
the portion between Vancouver and where the route enters the
United States in Hawaii, Since a direct line from Vancouver and such
point will pass through a point which is not within 225 miles of the
United States, this portion of the transportation satisfies the require-
monts of paragraph (4) and is excluded from the definition of taxable
transportation,

If 2 portions of any transportation are outside the United States
but there is transportation inside the United States between such
portions (whether or not the carrier stops in the United States), the
2 must be considered separately and 1 of the portions may be fully
taxable although the other is wholly or partially exempt. For
example, in the case of transportation from Windsor to IFairbanks
with stops at Minneapolis and Calgary, the parts between Windsor
and Minneapolis and between Minneapolis and Calgary would be
fully taxed. IMowever, the portion from Calgary (assuming Calgary
is the last stop in the 225-mile zone) to the Alagkan houndary would
be nontaxable. Thesegment between the boundary of the continental
United States and Calgary cannot be excluded by reason of paragraph
(2) of section 4262 (b).

Under subsection (c) of section 4262, 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 United States,

In most cases it will be evident whether or not a destination is
within or without 225 miles from the United States, In any instance
in which it is not apparent whoether a port or station is within or with-
out 225 miles of t{:e United States the exact distance may be com-
puted mathematically by such methods as the Andoyer-Lambert
formula. Tt is contemplated that the Secretarv or his delegate will
make this computation for major citiecs and will publish the deter-
minations,

It is contemplated that the Seeretary of the Treasury or his delogate
will prescribe regulations for computing the amount subject to tax in
cases where the amount paid for transportation includes both taxable
and nontaxable portions, Such regulations may require computations
to be made by reference to local fares,



10 EXEMPTION OF CERTAIN FOREIGN TRAVEL FROM TAX

Section 4: Section 4 of the conference substitute adds a new scction
4264 to the code, providing special rules relating to the application
and payment of the tax.

Section 4264 (a) continues without substantive change a provision
now contained as a part of section 4291 of the code.

Scction 4264 (b) provides a special rule for collection of the tax
where an unused ticket or order (or portion therecof) purchased for
nontaxable transportation is presented for refund and, as a result of
the use of only a portion of the transportation purchased in connec-
tion with such ticket or order, liability for payment of the tax has been
incurred. In such cases the person making the refund is required to
deduet from the amount refundable, to the extent available, the
amount of the tax due. If the refund due on the unused ticket or
order (or portion thercof) is less than the amount of the tax due, the
person redeeming such unused ticket or order (or portion thercof) is
required to make a report to the Secretary or his delegate as to the
remainder of the tax due,

Subsection (b) applies, for example, if a carrier receives forredemp-
tion a ticket purchased in the United States for transportation from

Calgary to Iidmonton which the purchaser bought for use in conjunc-
tion with a ticket for nonstop transportation from Seattle to Calgary,
and the person applying for the refund does not show that the tax on
the Seattle-Calgary Licﬁet has been paid or that the Seattle-Calgary
ticket has been redeemed. ‘The carrier, before making the refund for
the unused ticket, is required to deduct from the amount refundable
the tax applicable to the amount paid by the purchaser for the taxable
transportation from Seattle to Calgary and to report the tax so col-
lected in the manner preseribed by regulations. In the event that the
refund due on the Calgary to Iidmonton ticket is less than the amount
of the tax due on the amount paid for the transportation from Seattle
to Calgary, the carrier should not make any refund to the purchaser
hut should apply against the outstanding tax the entire amount re-
fundable and should notify the Seceretary or his delegate of the passen-
ger’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 payment is 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 Sec-
retary or his delegate. Such payment must be made within the time
prescribed by regulations after whichever of the following first occurs:
(a) The rights to the transportation expire, or (b) the time when the
transportation hecomes taxable transportation.

This subscction 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 4264 (¢) do not apply in any case where
the tax is collected in the manner provided in subscetion (a) or sub-
section (b) of scction 4264 (or in other provisions of subchapter C of
ch&pter 33).

The following examples illustrate the application of section 4264 (c):
Ezample 1,—A purchases in Canada a ticket for his transportation
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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.

Ezample 2.—B purchases in New York a round-trip ticket for
transportation between New York and London, with a stopover in
Montreal. After arriving in Montreal B decides not to continue his
trip to London 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 Montreal 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 on the unused portion of the
transportation from which the tax should be deducted.

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

Under scetion 4264 (d) any amount paid within the United States
for transportation of any person is presumed to be fully taxable
unless the taxpayer establishes at the time of payment for the trans-
portation, pursuant to regulations prescribed by the Secrctary or his
delegate, that the transportation is wholly or partially not transpor-
tation subject to tax. This may be established, for instance, by the
purchase of a ticket for transportation part or all of which is not
“taxable transportation’” or is transportation not subjeet to tax, It
may also be established by furnishing the carrier or any agency re-
ceiving payment for transportation which, considered by itself, is
taxable transportation, a ticket or order covering additional trang-
portation which establishes that the transportation, or a part thereof,
18 not taxable transportation,

Section 4264 (e) provides in effect that a round trip consists of two
separate trips, 1. e., one trip from the point of departure to the desti-
nation and a second trip in returning from the destination, A 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 (1. e., transpor-
tation to no set destination but with one or more intermediate stops
en route), the point farthest from the point of departure will he re-
garded as the destination for purposes of applying the term “round
trip.” However, the rules of “open jaw' transportation, discussed
be{)ow, apply if the cruise ends at a point other than the one at which
it began,

“Open jaw" transportation (transportation from the point of depar-
ture to a specified destination and t,ransyortation from that point to
a point other than the original point of ¢ e})art.ure) 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,
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a trip from New VYork to New Orleans via Panama would be con-
sidered as transportation from New York to Panama and separate
transportation from Panama 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
frora New York to Miami and would be taxable.

Section 4264 (f) contains two special rules which apply to trans-

ortation if any part thercof is outside the northern portion of the
g\"escem Hemisphere. The northern portion of the Western Hemi-
sphere is defined in this subsection (as in existing law) to 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 America.

The first special rule provides that 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 transporta-
tion thereafter, Thus transportation from New York to Caracas,
Venezuela, to San Francisco would be considered to consist of trans-
portation from New York to Caracas and separate transportstion
from Caracas to San rancisco. In effect, such transportation will be
considered to be two trips, and the taxability of any segment of such
transportation will be tested accordingly,

T'he second special rule contained in section 4264 (f) for transporta-
tion any part of which is outside the northern portion of the Western
Hemisphero provides that if such transportation is transportation by
water on a vessel which makes one or more intermediate stops at
ports within the United States on a voyage that begins or ends in the
United States and ends or beging outside such northern portion, a
stop at an intermediate port within the United States at which such
vessel is not authorized both to discharge and to take on passengers
shall not be considered to be a stop at & port within the United States.
Thus, if & vessel’s voyage is from New York to Boston to London, and
at Boston the vessel i1s not authorized both to take on and to discharge
passengers, the stop at Boston is not considered to be a stop for tax

urposes and the segment of the transportation from New York to
3Joston en route to London is not taxable. This special rule con-
tinues the exemption presently contained in subsection (a) of section
4262 of the code (renumbered “4263” by the conference substitute),
modified to conform to the new tax base provided by the conference
substitute. '

Section §: Section § of the conference substitute makes conforming
changes in a table of sections.

Section 6: Section 6 of the conference substitute provides that the
amendments made by the bill shall apply to amounts paid on or
after the first day of the first month which begins more than 60
days after the date of enactment of the bill for transportation com-
mencing on or after such first day.

JERE COOPER,

W. D. Miuws,

Nosrr J. GrEGoRry,

Danier A, REgb,

TromAs A, JENKINS,
Managers on the Part of the House.
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