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TITLE 11 OF Hi.R. 6713 RELATI!{G TO HIGHWAY
FINANCING
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SEC. 102 APPROVAL OF ESTIMATE OF COST OF COMPLETING THE
INTERSTATE SYSTEM.

The estimate of cost of completing the Interstate System in each State, trans.
mitted to the Congress on January 11, 1981, by the Secretary of Commerce pursu-
ant ,tf ) tlw 28; Uid#t(. eCtde, and
published ddflbhbe o ent Numbered 49, lghtW- vent C a fl tst ses-
sion, is hereby approved as thebasip ftr n ig the apportionment of the funds
authorized for the Interstate System for the fiscal years ending June 80, 1988,
194 196 and 1988.

SEC. 103 REVISION O AUTROUZATION OF APPROPRIATIONS FOR
INTERSTATE YTEM.

Subsection (b)' of section 108 of the Federal-Aid Highway Act of 1956, as
amended, Is amended to read as follows:

"(b) AUTIoUXATIOI or Arnsorz.&Tora.-For the purpose of expediting the
constructlon, reconstruction, or improvement, inclusire of necesaary bridges and

.timMls of the -Intertate System, including extensions thereof through urban
areas, designated In accordance with the provisions of subsection (d) of section
108 of title 28, United States Code, there I hereby authorized to be approprl,4.
$e additional sum of $1,000,00,000 for the fiscal year ending. June 80, 1061,
*blch sum shall be in addition 'to- the authoriztion heretofore made fr tbotI ear, the additional sum of $1,700,000,000 for the fiscal year, ending June 80,

968, the additional sum of $2,200,000,000 for the fimal year 'ending June 80, 1959,
the additional sum of $2,W0),000,000 for the flcal year ending June , 1980, the
adilonaa it 0 000 000, for the fiscal year ending June 30, 961, th9 ad.
ditl~ioal s2t0,O0,Q60 for the fiscal year endIng June 30, 198Z -thm ad-

'dltonal, um of $2,400,000,000 for the fiscal year ending Idne 80, 19683, the addi-
tional sum of $2600,000,000 for the fiscal year ending. June 80, 184. the additobid1sum of4Z700,000,000 for the bcal year ending June 80, 1965, the addltional;sum
of 2o,800,0000 for the Al year ending June 80, 1i .8 additloval sum of
$2,900,000,000 for the iscal year ending JUne 80, I987 th additional saw of
$8,000,000,000 for the fiscal year ending 1une 80, 1968, the additional sum of
$3000,000,000 for the fiscal year ending June 80, 1969, the additional sum of

,000,000,000 for the fiscal year ending Tune 80, 1970, and the additional sum of
$%,886,000,000 for the fiscal year ending June 80, 1971."

.SC. 104. AGREEMENT8 RELATING TO USE OF AIRSPACE ON INTER.
STATIC SYSTEM.

* (a) The ltst antence' of section 111 of title'28 of the United States ,Code
Is ,amended to read as follows: "Buch agreements may, however athorie a
5taeWor political subdivision thereof to use or permit the use of the alropaoe
abye 4id beloW the estblshed grtde line of the MAb, Ia cement for such
purp6Use as Will not Impair the full o and safety of tMtb* hwy, a will 019 t
require or permit vehiculr access to such space directly from sucn eetablltiMd

rgrade tne-df the htghWiY or otherwise Interfere In any way *lth the free flow
of AO 61 t4elateirstato system

'(b)- Ulp,6L appiatlon,'the Secretar of Commerce Is attthorlied to revIsel.iny
agreement made po~or to the date of enaem, nt of this Aet to 6ie i te"t at
tich agreemnt re"104 the utillzatl6of aspa on. lghts-df-way on th, Na-

tional System of Interstate ad Defense HRihways t0 conformi to section 111 of
title 28 of the United States Coje as amended by sieon (a).

TITLE I!-4NTERNAL REVENUE CODE AND HIGHWAY
TRUST FUND AMENDMENTS

SEC. 201. CONTINUATION OF MOTOR FUEL TAX RATES.
(a) , a 1 Of sec.

lion e eg es on diesel fuel
and special motor fuels) are each amended-

(1) by striking out "8 cents a gallon" and Inserting in lieu thereof "4
centsagaUonti;and . I

,(2) by striking out "I cent a gallon" and Inserting lieu thereof "2
cents a gallon".
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(b) G(AsoulL-SectIon 4081(a) of such Code (relating to tax on gasoline)
Is amended by striking out "8 cents a gallon" and inserting In lieu thereof "4
cents a gallon".

(c) RATs HzRuoroic iNf 1972.-Sections 4041(c) and 4081(b) of such Code
(providing a reduction to a 1.4-cent a gallon rate on July 1, 1972) are each
amended by striking out "July 1, 1972" and inserting In lieu thereof "October
1, 1972".

(d) RzPjUL or Tm arowmy PsovlsioNs.-Sections 4041(f) and 4081(c) of such
Code (relating to rates of tax for the period beginning October 1, 1959, and
ending June 80, 1961) are hereby repealed.

(e) Coxroauwio AMZNDrIT.--ectlon 6421(h) of such Code (relating to
nouhighway or local transit use of gasoline) is amended by striking out "July
1, 1972" and inserting in lieu thereof "October 1, 1972".

SEC. 202. INCREASE IN TAXES ON CERTAIN TIRES, TUBES, AND TREAD
RUBBER.

(a) Taw.s.-Paragraph (1) of section 4071(a) of the Internal Revenue Code
of 1954 (relating to tax on tires used on highway vehicles) is amended by
striking out "8 cents a pound" and inserting Jn lieu thereof "10 cents a pound".

(b) Ixxta Tuas.-Paragraph (8) of section 4071(a) of such Code (relating
to tax on inner tubes for tires) io amended by striking out "9 cents a pound"
and inserting in lieu thereof "10 cents a pound".

(c) TuxA Runmaa.-Paragraph (4) of section 4071 (a) of such Code (relating
to tax on tread rubber) is amended by striking out "8 cents a pound" and Insert-
lug in lieu thereof "% cents a pound".

(d) RATr RDuoTroN LW 972.-Subsection (c) of section 40T1 of such Code
(relating to rate reduction on July 1, 1972) is amended to read as follows:

"() RaTs RDuovrxo.---On and after October 1, 1972-
"(1) the tax imposed by paragraph (1) of subsection (a) shall be 5

cents a pound;
"(2) the tax Imposed by paragraph (8) of subsection (a) shall be 9

cents a pound; and
"(8) paragraph (4) of subsection (a) shall notapply."

SEC. 20& TAX ON USE OF CERTAIN VEHICLES.

(a) Inoimass rx TAx.-Subseetion (a) of section 4481 of the Internal Revenue
Code of 1W14 (relating to tax on use of certain Vehicles) is amended by striking
out "1$1.50 a year" and inserting in lieu thereof "1$3.00 a year."

(b) PEmiOD TAX IN Emorx.--
(1) E xTEnSIoN oR s mOTi.-Sectlon 4481(e) of such Code (relating

to period tax in effect) is amended by striking out "after June 80, 1950, and
before July 1, 1972" and Inserting In lieu thereof "before October 1, 1972.

(2) OooMaMwio AMEIIVotITM.---
(A) Section 4481(a) of such 0de (relating to imposition of tax) Is

amended by adding at the end thereof the following new sentence: "In
the case of the taxable period beginning on July 1, 1972, and ending on
September 80, 1972, the tax shall be at the rate of -75 cents for such
period for eah 1,000 pounds of taxable grower weight or fraetioA thei*of."

(B) Obbectiona (6 and t(d) of section 4481 ot mch Oode are amend-
e otortad'aaf oLlo s ,

"(c) PoaoATrow or TAx.--If In any taxable period the first use of the highway
motorvehidte is- after the'flrst months in such period, tb0b tax shall be reckoned
proportionately from the first day of the month in which such se, ocets to
and including Ihe last day In such taxable period.

"(d) ON TAx LiAsLITy PEE PERIo.-
"(1) w EozmmAtL.-o the extent that the tax Imposed by this section is

paid, with reepet to any highway motor vehicle for any. (xable period, no
further tA shill beimpose by this section for such tible'period with

"For Priis .f poings tax Iupessi by thi Swcth In tsilalt aasu etW Oift'$
(0) Subsectibn (c) of setlon 448 ft a d tabCod akttidedb4d

tng, at the'end thereof the tollowing nep* tarap'aph
"(4) TAxArn* oo.--The term 'taxable period" meioi aIiy yearbegtfr

ning before July 1, 1972, and the period which begins on July 1, 1972 and
ends at the close of September 80, 1972."
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(c) INSTALLME1ZT PAYMENT OF TAx.-
(1) Subchapter A of chapter (2 of such Code (relating to time and place

for paying tax) Is amended by renumbering section 0156 as 8157, and by
inserting after section 6155 the following new section:

"SEC. 6156. INSTALLMENT PAYMENTS OF TAX ON USE OF HIGHWAY
MOTOR VEHICLES.

"(a) Parvnzos To PAY TAx IN INSTALLIENTS.-If the taxpayer files a return
of the tax Imposed by section 4481 on or before the date prescribed for the filing
of such return, he may elect to pay the tax shown on such return in equal
installments In accordance with the following table:

Th number of
instaltmonis

"If liability is incurred in- shall be--
July. Augst, or September__----------- ------ - ----------- 4
Qco;r. rovem er, or December --------------------..... . . -------- a
January, February, or March ------------------------------------- 2

11(b) DAns Foa PAYIsO INSTALLMENTS.-In the case of any tax payable In
.4wtallments by reason of an election under subsection (a)--

"(1) the first Installment shall be paid on the date prescribed for payment
of the tax,

"(2) the second Installment shall be paid on or before the last day of the
third month following the calendar quarter In which the liability was
incurred,

"(3) the third Installment (if any) shall be paid on or before the last
day of the Axth month following the calendar quarter In which the liability
w"s incurred, and

"(4) the fourth Installment (if any) shall be paid gn or Pefore the last
day of the ninth month following the calendar quarter in which the liability
was incurred.

"(c) PaOaAowoN or ADDMONAL TAX TO INsTmLMKxs.-If an election has been
made under subsection (a) In respect of tax reported on a return filed by the
taxpayer and tax required to be shown but not shown on such return is assessed
before the date prescribe for payment of the last Installment, the additional
tax shall be prorated equdilly to the installments for which the election was made.
That part of the additional tax so prorated to any JIpta lmeat jhe date for pay-
ment of which has not arrived shall be collected at the same time as and as part
of such insta!Ira et. That part of the additional tax so prorated to any install-
ment the date for payment of which has arrived shall be paid upon notice and
demand from the Secretary or his delegate.

"(d) Avcztjmlzuo oF PAYuMjTs.-If the taxpayer does noa pay any Install-
ment under this section on or before the date prescribed for its payment, the
whole of the unpaid tax shall be paid upon notice aund/demand from the secretary
or We delegate.

"(e)* SzorioN INAPLIOABL TO CUTANL t so n.--Tbis seetb )n shall not
apply to any liability for tax incurred In-

,"(1) April, May, or June of any year,.or
"(2) July, August, or. September of 1972."
(2) Section 6604(q) (2) of soup Code (relating to determination of last

date preocbe for payment of tax) isamended-by. striking out "0152(a)"
and liwerting in lieu thereof '615(a) or, Q15(a)", and by.atr/klng out
"0152(b)" and Inserting In lieu thereof 10152(b) or, 156(b), as the case
may be".

(8) The table of sections for subchapter A of chapter 62 of such Code
Is amen4de by striking out

"Ser. 616. Payment of taxes under provisions of the Tariff Act."
and inserting in lieu thereof

300c. 1156. Installment payment ot tax on -se of Whiwar motor vehicles.
'-'se. o. Pa~nqt oftax"e underproloa. ot tae,''J Act,'

SEC. 204 EXTENSION OF PERIOD OF 10 PERCENb TAX'ON PUg1JKS"AND
BUSES.~

Section 4001(a) (1) of the Internal Revenue Code of 1964 (relating to tax on
trucks and buses) Is amended by striking out "July 1,1972" ad inserting In
In therof "Ogtobe 1,9 '. I I ; ' T .
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SEC. 205. CERTAIN GASOLINE SOLD FOR FURTHER MANUFACTURE.

(a) ExEupTriON FsoM TAx.--Section 4221(d) (6) of the Internal Revenue
Code of 1M54 (relating to use in further manufacture) Is amended-

(1) by striking "or" at the end of subparagraph (A),
(2) by striking the period at the end of subparagraph (1) and iuserb

ing in lieu thereof "; or", and
(3) by adding at the end thereof the following new subparagraph:

"(C) in the case of gasoline taxable under section 4081, such gasoline
is sold for use by te purchaser, for nonfuel purposes, as a material
in the manufacture or production of another article to be manufactured
or produced by him."

(b) USE BY MANUFAcrvEaR OR IMPORTER CONSWER) SmAtL.-Section 4218(a)
of such Code (relating to use considered as sale) Is amended by adding at the
end thereof the, following new sentence: "This subsection shall not apply in
the case of gasoline used by any person, for norsfuel purposes, as a material
in the manufacture or production of another article to be manufactured or
produced by him."

(C) CREDIT OR RIEFUND.-Section 6416(b) (3) of such Code (relating to tax
paid articles used for further manufacture) is amended-

(1) by striking out "or" at the end of subparagraph (D),
(2) by striking out the period at the end of subparagraph (E) and

inserting in lieu thereof "; or", and
(3) by Inserting after subparagraph (E) the following new subparagraph:

"(F) In the case of gasoline taxable under section 4081, such gasoline
is used by the second manufacturer or producer, for nonfuel purposes,
as a material in the manufacture or production of any other article
manufactured or produced by him."

(d) Conrm'Oalfio AuvriDum'T.-Section 0416(b) (2) (E) of such Code is
amended by striking out "or (H)" and inserting in lieu thereof "(E), or (F)".

SEC. 206. FLOOR STOCKS TAXES AND REFUNDS.

(a) IMPOSITION ON CERTAIN TiREm, TuNEs, AND TREAD RuBBER.-Subsection
(a) of section 4226 of the Internal Revenue Code of 1954 (relating to floor stocks
taxes) is amended by adding at the end thereof the following new paragraphs:

"(6) 1961 TAEXS ON cRTAir TIRES AND INNER TUBES.-On tires subject to
tax under section 4071(a) (1). and on inner tubes subject 'to tax under
section 4011 (a) (3), which, on July 1, 1961, are held-

"(A) by a dealer for sale,
"(B) for sale on, or in connection with, other articles held by the

manufacturer, producer, or Importer of such other articles, or
"(C) for use in' the manufactUre or. production4 of other articles,

'there is' berebr "posed a:flobr stocks tax at the ra e .f-2 cents a 'pound in
the case of Such titis, dnd a floor stolca tax atthe ritte of *1 ent a pou. in
the case of such Inner tubes. The' taxes inposed by this paragraph shall
not apply to any tire or Inner tube Whieh is held f9r sale by Pe nmanufacturer
producer, or Ireporter bf such lre or tube, or W4hch-wll be subject tder
section428(b) or 4219 to the manu!aW*tu s exclse taix on les or inner

"(7) 1961 .x 6Nb D-AVNBAi t4 b2' ehet to toiunder
section 14O(v(a(4) which, on July 1, 191, is held by a ler,'tliere is
hereby n ossa s_,floor ,stocktst ax t - t a of2 centsa Tip 4 The
tax imposed by tis paragraph shall ni k iw ew ofanly person
A sueh person establishes, to the -sati,. ,tion. of qhe 'etiry or hisdelegAe, that all tread rubber held b* him on july 1, 11)1, will be used
otherwise than in the recapping or retreading of tires of the type used
on Wtgway vehicles (as d~nedi secti o 40T2(W))."

(P) DU I)A oF TOFx.-SutbRt6ion, (d) of,; h, '4 2 of spch Code is
anm-e 0.4 s0 Pe os t'the oad therof $d lii$6, 1 n lieu

therefra comma and"and e hcept that ita egjali b, (6) and
(7) shall be paid at such time at " ,asmay bep iscrbed
by the Secretary or his delegate." .

(c) Flooa STOcKs RruNma IN 1972.-Paragraph (2) of section'b l12(a) 't
stwh Od f(rMlating to floor -stodr ,rl unds-on ,-trnf ad -buses, tir, tread
rubber, and gasoline) IS amended- 4:

(1) by insetting "Ttrns, after "r ix-," in the heading;-
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(2) by striking out "4071(a) (1) or (4)," and inserting In lieu thereof
"'4071(a) (1), (3), or (4),";

(8) by striking out "July 1, 1972' each place it appears and inserting
in lieu thereof "October 1, 1972";

(4) by striking out "November 10, 1972" each place it appears and
Inserting in lieu thereof "February 10, 1073"; and

(5) by striking out "October 1, 1072" and inserting in lieu thereof "Jan-
uary 1, 1973".

(d) RtEaL OF 19061 FLooa STocKS REFUND ox OAsoLNz.-Paragraph (8) df
section 6412(a) (relating to 1901 floor stocks refund on gasoline) 's hereby
repealed.

SEC. 207. HIGHWAY TRUST FUND.
(a) [tsANrzsa OF AMoUNfTS EQUIVAL.NT TO TAx ON Tiuoxs, Busts, z".-Sub-

paragraph (C) of section 209(c) (1) of the Highway Revenue Act of 195
(relating to transfer to Highway Trust Fund of amounts equivalent to certain
taxes) is amended to read as follows:"(C) 50 percent of the tax received after June 80, 1957 and before

July 1, 1001, under section 4001(a)(1) (tax on trucks, buss, etc.),
and 100 percent of the tax received after June 80, 1001, under section
4001(a) (1) ;".

(b) REPEAL or TRANSFER TO TRUST FUND OF EXCISE TAXES ON AuToMOILEs,
TPAstS AND Acessoans, ETc.-Paragraph (2) of section 209(c) of such Act
(providing for the transfer to the Highway Trust Fund of amounts equivalent
to a portion of the excise taxes on automobiles and parts and accessories re-
ceived after June 30,1961, and before July 1, 1064) Is hereby repealed.

(c) RZMcPrs IN FISCAL Yz" 1978--(1) Paragraph (1) of section 209(c) of such Act (relating to transfer
to Trust Fund of amounts equivalent to certain taxes) is amended by
striking out "July 1, 1972" and inserting in lieu thereof "October 1, 1972".

(2) Paragraph (8) of such section 209(c) is amended-
(A) by striking out "JUTA , 1972'" in the heading and Inserting in

lieu there of "ooronza i, 1972";
(B) by striking out "after Tune 30, 1972, and before July 1, 1973,

and which are attributable to liability for tax incurred before July 1,
1972, " and Inserting In lieu thereof "after September 30, 1972, and
before July 1, 1978, and which are attributable to liability for tax
Incurred before October 1, 1972,";

(0) by striking out subparagraph (0) and Inserting In lieu thereof
th following:

"(0) 50 percent of the ta.n under section 4071(a) (1) (tax on tires
of the type used on highway vehicles) and 10 percent of the tax under
action 4071 (a) (8) (tax on inner tubes for tires) ; and".

(d) EXPEMDnrrU 11 FI isoL YFAA& 1978.-
(1) Paragraph (1) of section 209(f) of such Act (relating to expenditures

from Trust Fund for Frederal-ald highway program) Is amended by striking
out "July 1, 1972" and InsertingIn lieu thereof "October 1, 1972".

(2) Paragraph (8) of such section 209(f) (relating to transfers from
Trust Fund for gasoline used on farms and for certain other purposes) Is
auinded 'ytrk~nS,6out. TMTly 1,, 1912" and Inserting In ien thereof "Oc-

(8) 'Subparar Y Phs-(B) and (0) of section 209(f) () o
amefided tW road'as follows: ofsc c r"(B) 00 percent of- thp refuds In respect of articles sub$eet to tax

Tinder ectlon4.0(l(a)(1), (8), or.(4) of such COde (certain tires, tubes,
and tread rubber)'; and.

"(0) 80 pem:nt of the refunds in respect of gasoline subjected. tax
Under section 40-1 of such Code." &

(4) Paragraph (5) of such section 200(f) (ielatImg to 1961 floor stock
refos on gasoline6) to hereby eeid

SEC. 208. EFFECTIVE DATES.
(a) Except as provided'in subsection (b), the amendments made by this title

shall take effect on the date of the enactment of this Act
(b) (1) The amendm6nts made by sections,201, 202, and 208 shall' take effect

on July 1,191.
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(2) The amendments made by section 205 (a), (c), and (d) shall apply
only in the case of gasoline sold on or after October 1, 1961.

8) The amendment made by section 205(b) shall apply only In the case of
gasoline used on or after October 1, 1961.

Passed the House of Representatives May 4,196L
Attest:

RALit R. Romiw, Clork.
The CnxsuAN. The fist witness is the Honorable Henry H, Few-

ler, Under Secretary of the Treasury.

STATEMENT OF HON. HENRY H. FOWLER, UNDER SECRETARY OF
THE TREASURY

Mr. FowLy.R. Mr. Chairman, members of the committee, I appre-
ciate this opportunity to appear before you to discuss the financing
features of the Federal-Aid Highway Act of 1961. As passed by the
House, this act goes a long way toward meeting the needs outlined
by the President in his message of February 28, 1961, on a Federal'
pay-as-you-go highway program. I believe, however, that the bill
should be modified to meet the financing requirements more fully and
fairly.

I would like to discuss this morning the need for additional funds
for a pay-as-you-go program as the present situation confronts us;
also, the scheduled diversion from general funds; the President's rec-
ommendations; and finally, how they compare with the proposals in
the legislation which passed the House.

First, as to the need for additional fund, the funds available to
finance the Interstate Highway System have, until recently, been rea-
sonably related to the costs of the scheduled construction program
which is to be completed in 1972. This'relationship has been main-
tained, despite increased costs, by a temporary increase of 1 cent a
gallon in the motor fuels tax beginning in October 1959. It is now
apparent,, however, that unless revenues are increased above the
amounts available under present law, the program must be substan-
tially reduced or stretched out.

Highway aid involves planning and apportionments to States far
in advance of the time the funds are aetually spent. Thus, State ap-
portionments will be made this summer for the fiscal year 1963. The
authorizations for both fiscal 1963 and 1964 for the Interstate System
were set at $2.2 billion. However, the funds available under present
law for the highway trust fund will decline with an abrupt pof
about $800 million-Lalmost 25 percent-in fiscal 1965 (see table 1).

Because of the estimated future shortages in, the trust fund under
present law, it now appears that apportionments to States for fiscal
1963 can only be $2 billion, and for fiscal 1964 and 1965, $1.5 billion
each. Thereafter, revenues ; would permit, app4rtonment to ie
slowly to a maxinu of $1.9 billion i fiscal 19M8and 196, compared
to estimated requirements in those years of $8 biL6n 60, c

Moreover, even the rodued level of ap]ortion ts for fisal years
1964 and 1965 is possible only. because versions, from the geneml
fund to the trust fiund amoUntmngto $%2,500 million are scheduled dur-
ing the fiscal years 1962-4..

We think ~t a. lowdown in the highwayprgra would tb unde-
sirable. The supplies, m41ne, ani manpower or ghwaykbmip-
ing~a i 'evib~ble. Hiha If-r~to s k~~~pvqtz
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button to employment. The finished construction itself is important
to our safety, conveniece, and economic growth.

The problem we face is to provide adequate financing to enable the
pay-as-you-go program to advance systematically, in line with our
needs and p ysfcal epabilities. Complet ion of the Interstate System
as scheduled requires more funds-$9,700 million more than available
under the law now on the books, and $12,200 million if the scheduled
diversion from the general fund is re.scinded, as we will discuss later.

The additional money needed is largely the result of the changes in
the estimated costs of the system beyond the estimates available in
1956. A tabulation of the reasons for the increase in the estimation
is given in table 2. taken from the report of the House Committee on
Public Works on H.R. 6713.

Now to discuss the topic which is of most concern to the Treasury
Department in connection with this legislation, namely, the scheduled
diversion from the general fund to the highway trust fund for
fiscal 1962. In considering the needs ior additional financing I wish
first, to discuss the funds that are now available for fiscal 1962-64 only
because of the scheduled diversion from the general funds, which will
begin to take place on July 1.

The Congress in 1956 decided to finance the expanded highv'ay aid
program by allocating receipts from the taxes on motor fuels and cer-
tain of tie other existing taxes on motor vehicles, by tax I-ate increases,
and by the addition of two new taxes. This original 1956 approach
to financing highway aid thus involved a definite decision not to use
all revenues from automotive items that were then a part of the general
fund.Present law, however, contains an undesirable deviation from this
1956 decision by providing for the diversion to the highway trust fund
for 1962-64 of part of the revenues from the excise taxes on passenger
automobiles and parts and accesories. President Kennedy-as Presi-
dent Eisenhower before him-has requested that this diversion from
the general fund not be permitted to occur.

They both have thus supported the decision made by the Congress
in 1956 in limiting such resort to the general fund. Use for highway
purposes of funds not now dedicated to such use. would merely shore
up the highway program at, the expense of the general budget. Equiv-
alent funds would still have to be obtained by higher taxes for the gen-
eral budget, lower expenditures elsewhere, or more debt financing.
As a practical matter, the end result is likely to be more debt financing.

Senator Gonr. Mr. Chairman. do you wish the witness to complete
his statement before questioning him ?

The CTAMMAN. Yes. sir, I think you could probably question him
afterwards.

Senator Gone,. Well, Mr. Secretary, why do you use the term "di-
version" to describe use of highway user taxes for the purpose of con-
structing highways? It seems to me that you are using the term ex-
actly opposite to its normal usage. Under the law, highway user taxes
are,'I am sorry to say, diverted to other uses. Yet, when it'is proposed,
to apply the revenue from highway user taxes to. tle construction of
highwilvs, you describe that as diversion. I do not. quite understand.

Mr. FOwLE.R. I use the term "diversion," in the sense that in 1956,
the Congress looked at the whole pattern of existing taxes that were
related to highways, and it decided that certain of those taxes would
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be dedicated to this highway program and certain of the taxes, such
as that on passenger automobiles and parts and accessories, would be
treated for the long-term future, insofar as Congress chose to extend
those taxes, as general fund taxes.

Now, there is a perhaps , certain, amount of, if I may say so reslct-
fully, basic illogic in the original decision Congress made on that score.
However, I think it is a correct one, and that the earmarking of the
original taxes which are dedicated to the highway trust fund is as
far as we should go in diverting funds from t1e general fund into the
highway trust fund. Because prior to this act all of the so-ca)leA high-
way user taxes were part, of the general trust fund and the Federal
aid to highway prograi wris, of course, financed out. of the general
fund. Here alecision was taken to earmark certain of these taxes and
from there on out., to maintain this improved program, either by use
of those taxes or new taxes, or by increase in those taxes. Tlis is what
we inge, the policy that Congress maintain.

Senator Gor. Then you are calling a further use of revenue from
highway user taxes for the purpose of highway construction diversions

Mr. Fowait. Yes, sir.
Senator Goie. Then you use the term not in its ordinary meaning

but with a special meaning peculiar to the administrationI
Mr. Fowvj,. The meaning that the Congress, MoM or less, made

u)on it. ill 1956.
Senator GC'rE. Now, I have ace.used certain of our adversaries of dis-

tortions of the English lanpLage. I certainly would not, want my
friend, a. personal friend and high. official of ti administration of my
party, to be thus accused. But if you stand self-accused, I cannot help
you.

Mr. FowLER. I am afraid I shall have to stand in that light, Mr.
Senator.

Senator Gonn. All right.
Senator BENNvr. Mr. Chairman, may I come to Mr. Fowler's

rescue
Senator GOE. Well, now, I did not mean to put him quite in that

light.
Senator KF.R. That is not light, it is posture.
Senator BENNE-r. What we are looking at here, Mr. Fowler, could

it not be described this way, that prior to the determination to build
an interstate highway system with earmarked funds, there were cer-
tain excise taxes-that applied to many industries and many services,
and included among those were excise taxes that applied to new
passenger automobiles, trucks, and some parts and accessories?

Mr, FowLER. Yes, sir.
Senator BENNmr. This was a part of the basic general revenue of

the Federal Treasury. Then, when, in 1956, we decided to develop the
interstate system, and this commiiiee decided to earmark the funds by
which that system was to be built, and to protect those funds, and this
committee decided that there would be no system built if thero were
no earmarked funds to build it we increased the taxes on the hi,-hway
users, but we did not deprive tle Treasury of the funds that had been
coming to it as general revenue from these excise taxes on passenger
cars and other parts.
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Now, the quarrel over the word "diversion," it seems to me, is a little
bit academic, because we established the pattern for the use of thme
particular excises long before the interstate system was even a gleam
m the eye of the Bureau of Public Roads.

Mr.F owL=. In 1941 I believe prior to the war period.
Senator Bxxxm-r. i41. So, I think I agree with your definition

of the word "diversion." Just because these happen to be taxes on
vehicles that have used the highways and will use the highways is no
logical basis for saying that they must be earmarked for the inter-
state trust fund, in my opinion.

Now, if Congress chooses to amend the act to earmark fheso funds,
that is its responsibility. But as you said, Congress had that oppor-
tunity in 1956 and decided not to do it.

I enjoy exchanging word interpretations and definitions with my
friend from Tennessee.

Senator ANDERSON. Mr. Chairman, could I try it too?
What you are saying, Mr. Fowler, was that, having successfully

diverted certain taxes from their proper highway use, you now resist
their rededication to the highway progranL

Senator Brmxrinr. Oh, now, that's not a fair interpretation.
Mr. FOWLER. Well, speaking in terms of Federal practice, Senator

Anderson, I do not believe that historically, they had ever bet-n used
for highway purposes as such. Federal practice, as distinct from
many of the State practices where this has-been characteristic, to use
all unds related to highway users for roads, this has never been our
practice prior to 1956.

Senator GonE. Well, Mr. Chairman, the situation is further com-
plicated by the fact that the Hayden-Cartwriglit Act requires the
States to refrain from any further diversion of highway user taxes
from highway purposes than prevailed in 1986 in order to be eligible
for apportionment of Federal funds. So we have a law which would
make States ineligible for an apportionment of Federal highway funds
if the State diverts from highway uses more highway user revenues
than prevailed in the 1930's. But we have the Under Secretary of
the TIreasury describing as diversion the use of highway user taxes for
highway purposes, insofar as the Federal Government is concerned.
So we do have the anomaly of the use of the term, "diversion." We
have a legal definition of it, written into law by the Hayden-Cart-
wright Act; yet the Treasury Department uses the termin an entirely
opposite manner.

Now, this is not to engage in semantics, it is just a misuse of the
term.

Senator BNNx'r. The Senator from Utah would like to remind
the committee that the Federal Government is making contributions
to the building of highways other than the Interstate System, and
you can conceivably assume that the highway user taxes which were
collifed- prior to 1956 and went into the general revenues made their
contribution to the maintenance of the A-B-C systems, which still'
have to be paid for out of the general revenue. So I think it cani be
shown, that the equvalent of al1 the taxes on highway users is being
spent 'by the Federal Governinent on highways, even though, so far
as theA-B-O systems are concerned, these funds are not specificPly,
earmarked.

The Ciwi^w. Proceed.

10
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Mr. FowLzR. Congress examined a proposal for debt financing for
the highway program in 1955. After considering the added interest
costs from the above program the Congess ejected this approach
and adopted a pay-as-you-b d policy. We think that ihuld
be continued, because interest costs build no roads.

To permit highway financing to result in, or add to, an imbalance
in the budget would be unwise. As the President stated, "This is a
decision which, if it is taken at all, should be taken on its merits, in
relation to the state of the economy and the budget as a whole, not
as an accidental byproduct of the highway program."

Now, the President made some recommendations dealing with this
financing problem that I would like to briefly outline for the com-
mittee.

In addition to the funds required, if this scheduled "diversion," if
I may now put that term in quotes with Senator Gore's permission
is repealed, further funds must also be provided to meet the increased
costs of construction. The President has recommended raising all of
the needed revenues from increasing excises previously earmarked
to support the highway progrm. The previous administration had
reached the same conclusion and suggested, as its approach to this
problem, increasing the present 4 cents a gallon motor fuel taxes to
4 cents a gallon. President Kennedy stated that this would be
clearly acceptable and would have his support.

However, this approach would raise a very large proportion of the
additional revenues from the drivers of passengers cars. We believe
a fairer allocation of the tax burden among those who use the high-
ways requires a greater contribution from large truck operators.

The President therefore proposed as a preferred alternative to a
4 -cent rate on motor fuels, the retention of the present rate of 4
cents a gallon on gasoline, and other tax increases as shown in the
following table:

Summarizing them briefly, an increase in the tax on diesel fuel from
the present rate of 4 cents a gallon, which would be reduced to 8 cents
ats of July 1, under the present law. The President proposes that that
rate be fixed at 7 cents a gallon.

On the use tax on trucks and buses, whereas the present rate is
$1.50 a thousand pounds of gross weight on those that are in the
over 26,000 pounds category, that that rate be increased to $5.

On highway tires, the present rate of 8 cents a pound be increased
to 10 cents a pound.

On inner tubes, from 9 cents a pound to 10 cents a pound, and on
tread rubber, used for the retreading of tires, from 8 cents a pound
to 10 cents a pound.

(The complete table is as follows:),

" ft Promtrots, MI l r"4

............................. ...

Tmbeedtnbb---. ... .41 .0J
d ...... ........... ..... . ......

' 1,000 potrnds ot p wllght.

1'0680-61---4
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The attached table 3 shows how the highway trust fund is being
financed under present law as compared with the taxes proposed by
the President.

The President's preferred tax proposal stresses the desirability of
greater tax contributions by truckers-especially those using diesel
trucks-because the highwa costs attributable to them are not now
fully reflected in trust fund taxes paid by them. This will be ex-
plained more fully with considerable technical detail in the state-
ment submitted by the Bureau of Public Roads.

I am sure that you will be told that the trucking industry is highly
competitive, not very profitable, and cannot "hoar" the taxes pro-
posed. These additional taxes are not proposed because the industry
can pay them out of profits. A more fundamental public policy
question is involved. The trucking industry is a large industry. In
fairness to the general taxpaying public and competing modes of trans-
portation, we feel that the industry and its customers should now
pay their allocable share of the cost of Federal-aid facilities used
by it. These additional tax costs will be reflected in the industry's
costs and rates.

The President recommends that the receipts from aviation gaso-
line-$22 million for fiscal 1962--should be retained in the general
fund rather than transferred to the highway trust fund. The hoped
for development of an airway user charge program would heighten the
inconsistency of using these tax revenues for highway financing.

I hope Senator Gore, for reasons of logic that I previously referred
to, that thi tax on aviation gasoline can now go to the general fund
and there be made available for airway users, rather than o to the
l-enefit of those who use the highways. This change would reduce
trust fund receipts over its remaining life by about $160 million.

Senator Gor.. Mr. Secretary, I shall be glad to swap with you; you
take the aviation gasoline tax revenue and I shall take the automo-
bileasoline tax. Is that all right-with you?

Mr. FoWLEIn. Not quite.
The second point in financing, the financing of forest and public

land highways (now about $36 million a year) should be trans-
ferred to the highway trust fund. Such roals primarily benefit
automotive operators and logically should be paid for from auto-
motive taxes devoted to highway financing. This change would add
about $400 million to trust fund expenditures over the rest of the
fund's life.

Senator ANDERISON. Do I understand you to say that the forest
accs roads are primarily for automobile riding?

Mr. FowLyR. I think it is a different type of road, Senator Ander-
son, from the one perhaps you have in mind. These are the feeder
roads that go right into the main highway system.

Senator ANDhiSO_. That is what I am trying to find out, what you
are referring to. Is that what you are referring to?

Mr. FbwL m. Yes, sir.
Senator ANnz; soN. Those are built in order to give an opportunity

to market timber which is rapidly maturing, and they add to revenues
of the Government, not subtract from it. Why did we get mixed up
in that I

12
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I can understand how forest highways in general, thiis might be
applicable to, but are you referring to the access program

Ifr. Fow~y R. No.
The third point to be noted in the President's recommendations has

to do with finds for the A-1I-C system of primary, secondary, and
urban roads, which he feels should be gradually increase from the
fixed annual level of $925 million to $1 billion by increasing authori-
zations $25 million per year in 1064, 1966, and 1968. This is a stag-
gered increase over this 6,-year period off unds for theA-B-C sys-
tem, and would add atmut $400 million to the trust fund expenditures
over the life of this prograiu, to 1072.

The fourth point is that the Federal highway law should be
amended to provide aid in finding reasonable housing at reasonable
costs for those displaced from their homes by future Federal-aid high-'
way projects. No cost estimate iW played on this proposal as it largely
involves administrative costs. The Bureau of the Budget will develop
this in soine additional detail. It is not having in mind here that
there will be no costs paid to the household, but that tle costs that we
refer to are the administrative costs of assisting them in finding suit-
able housing elsewore.

The President also proposed strengthening the program designed
to limit billboard advertising along the Inter-state System. In this
area he recommended that. the present law should be amended to give
the States additional time within which to take advantage of the in-
centive bonus program, and the incentive bonus should be increased
from one-half to 1 percent of the Federal share of the cost of con-
struction.

The status of the highway trust fund under the President's pro-
posals is shown in detail ini table 4. A breakdown of the revenue
sources by types of taxes is given in table 5. These tables reflect in
figures, the President's proposals with respect to aviation gasoline,
forest, and public land highways and the increase in funds for the
A-B-C system.

Now, the House of Representatives approached this problem and
enacted H.R. 6713. It went quite a long way toward meeting the
President's recommendations, but there are some differences between
his recommendations and the House bill that is before the committee,
and I should like to pinpoint those differences in conclusion.

HR. 6713 would repeal the scheduled 1062-64 diversion from the
general fund with respect to the taxes on passenger automobiles and
parts and accessories as proposed by theAPmsident, It would retain'
the tax on gasoline at 4 cents a gallon as proposed by the President.
The taxes on tires and tubes would be increased as proposed by the
President. And this is really the heart of the problem, I think, be-,
fore the committee this morning. lesser ijicreases than those re-
ommended by the President wouldb be made in the taxes ondiesel fuel,
tread rubber, and truck weight tax. Finally, the highway trust fund.-
and the taxes allocated thereto would be continued for 8 months be-
yond the now scheduled June 30, 1972, completion dat". The effect
of these increased rates and the time extension are shown in, tableau
6 and 7.

That is the proposal as enacted by the House.
The extension of the life of the trust fund is appropriate. The

President's revenue p'ojsals are about $1 billion short of presently

13'
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estimated needs for a June 80, 1972, cutoff date. The correction of
this shortfall of about 2 percent over the life of the fund could have
been considered in future years since the fund has over a decade to go.
However, the decision of the House to make a compensating adjust-
ment in the Program at ths time is reasonable and helpful.

H.R. 6718 deviates in one major respect from the principle of paying
the Federal highway aid from the motor vehicle taxes set aside in 1966
for that purpose. Under the House bill, the half of the receipts from
the 10-percent excise tax on manufacturers sales of trucks now retained
in the general fund would be transferred to the highway trust fund
beginning in fiscal 1962. This diversion would total $1.8 billion over
the life of the program.

As the tables will indicate, 50 percent of this tax was originally
diverted to the highway trust fund, leaving 50 percent in the general
fund. The House bill would now take that 50 percent from the
gen oral fund and put it over in the trust fund. This would total $1.8
billion over the life of the program..

Senator GoRE. You are really convinced on this word "diversion."
Mr. FowLya. I have to keep coming back to that bad word, Senator

Gore. I hone you will see the quotes there in the statement.
Senator GoRE. You understand, of course, your use of it is in direct

contravention of its meaning in existing law.
Mr. Fowimn. The Hayden-Cartwright law, but consistent with the

HiZhway Act of 1956.
Senator Gonr.. No; I cannot agree with you there.
Mr. Fowrmn. Well, at least with the spirit of the act
Senator GonE. Well, if you get into the spiritual, we shall have

nothing to argue about.
Mr. FowLrn. All right, sir.
An argument for this proposed transfer-
Senator Goi. Now we are coming together.
Mr. FowLin. I shall use that agreeable term.
Senator Gon. Thank you. This is not in a spiritual realm?
Mr. Fowum. No, sir; it is a spirit of compromise.
This has been argued for on the basis of the highway cost allocation

study of the Bureau of Public Roads, which is now an official House
report ; No. 826. This study suggested that 8 percent of the pro-
grams costs should be assigned to revenue sources other than taxes~
on motor vehicles users.

The President in his highway message pointed out, however, that
the study did not support further transfers from the general fund.
The statement present d on behalf of the Bureau of the Budget will
deal with this matter ipore'thoroughly.

Aside from the interpretation of tha study, we should remember
that considerable revenues previQusly used or gener G.Uovernment
purpDOS wre6 transferred to the highway trust fund at its inception.

Ihe transfer tinder the Rouse bill is, in effect, an indirect method
of breaching the reqruitment of section 209(g) of theg'196 actthat
expenditures should le limited to the funds estimated to be available
to he highway trUst fud. If additional revenue neds of the fund'
are to be met thrfugh transfers frdrn the general fuiid, then it seerfis
to me that section 209(g) ha no re force, because every, time Ith6
program gets into any: naci Idiffict lty,, one -could ju di over and

14
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pick off the excise taxes or other funds and transfer them into thim
trust fund.

The differences in revenue sources proosed by the House bill and
the President ifivolve the components which are designed to raise ad-
ditional revenues from heavy trucks; namely, the tax on trad rubber,
the truck use tax, and the tax on diesel fuel. Under the bill the first
two of these taxes would be raised somewhat, but there would be no
increase in the current rate of tax on diesel fuel. Over the life of
the program, the bill would raise $2,500 million less from these three
soumes than the President pro posed. The following table details
the differences in rates, and at is the root point of our presentation
here today. I shall not read it in detail, because it is set forth in the
statement.

(The table referred to follows:)

Rt as
Presnt of I I isU R.

P wnt W
law

floss fuel.0io.-0% $.3 $.7 O
Trcks &nod Iu-m-ovr,0' 1,000 pounds .0 g I.t. 
nti tiPud............ Pound......................0 .06 .o .10Innertu.....................do................. 00 .00
Tread rubber .......................do. .................... .03 .03 .10 .04

The increases proposed by the President would provide a more ado-
quate and reasonable allocation of the costs of Federal highway aid
while removing undue burdens from the general fund.

The study made by the Bureau of Public Roads at the direction of
the Congress clearly supports the raising of additional revenue from
trucks. Mr, Turner, from the Bureau, will detail that study in his
statement. The increase in the truck use tax is necessary to provide
the additional increment of tax on heavy trucks which .cannot be
accurately provided by generalized taxes. To leave thetax rate on
diesel fuel at the same level as the gasoline tax will result in diesel
vehicles paying less tax per mile of highway use than gasoline.powered
vehicles, and the tax increase proposed would, be, in some measure,
dpsigned to equalize that burden between the two classes bf trick&.

:HR. 6718 also fails to dismnt e"the trons~fder the hhway
trust fund of revenues frvm theltax on aviation gasoline. ,This pro-
posed change is part of the President's program for implementation
of a user charge system for Federal airways.

The bill makes no provision for financing forest and public lind
highways from the highway trust fund revenues, which is the logical
and-appropriate arrangement for paying for these roads.Let me also note that the TreasuryD Deartment does not agee with
t -,estimated revenues, for the truck use ta ot, forth in t h ys
a., MeW.Committee reprt onLR 6718. -,Those estimata-mume
firt, that: the Treasury Department Will collect 100 prMt- of th6
amounts due under the tax and second, that the retiation, will 16

evise to provide for a, tax olamifiowaton sstem re _ing in higher
ovrsU tasx'than atpresent We are e" arful r
of the methods of *enforeingthis tax, WJ-hs quite diftloultt and we
do believe that some great effectiveness can be ahievedA and; in fact
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some collection increases in the last few fiscal years have indicated
that there is room for improvement in enforcement.

However, we do not believe it is realistic in making estimates for
fiscal year 1962 and thereafter to assume there will be total and im-
mediate and complete compliance by every taxpayer. Similarly , we
see no justification for assuming that the present truck classifications
in the regulations are erroneous or that any readjustment of that
classification is warranted which would result in substantially in-
creased revenues. TIheso two factors, however, have been counted on
by the House to add nearly $400 million-or morm than 20 percent of
their estimate of the revenues from this tax during tie training life
of the trust fund.

We also have administrative misgivings about the provision in H.R.
6713 for installment payinent of th truck use tax in place of the exist-
ing requirement of it single annual payment. It has been argued that
full payment at the time of initial liability places a financial burden
on truckers. H-owever, the Federal truck use tax is no different in this
respect than the registration taxes in practically all the States.

An installment payment system for the truck use tax would in-
crease the work of the Internal Revenue Service since it would require
maintaining accounts and sending bills to taxpayers after the first
payment,. rh Interneal Revenue Service is presently faced with a
tremendous volume of paperwork, and we would hope to avoid addi-
tional work which does not add to effectiveness of the tax system.

The Department has no objection to the provision in the bill for
the tax-free sale of gasoline for use as a material in the manufacture
of another article, such as in the petrochemical idustry field.

The following table summarizes the differences between the House
bill and the President's recommendations with respect to the trust
fund financing over its life, including the proposed 3 months' exten-
sion. The House bill counts on revenues of $2.3 billion from sources
which we believe are either objectionable or overestimated, and it fails
to allow for about $400 million of proper trust fund expenses,'a
total difference of over $2,700 million.

Item MflllioN
1. Overstatement of revenues, total ---------------------------- $2,820&

(a) Diversion of revenues from manufacturers tax on trucks and
buses ------------------------- ---------------- 1,771

(b) Retention of aviation gas receipts -------------------- 1
(c) Excess of truik use tax revenue estimate --------------- 388

2. Understatement of expenses, frest and public laud'highways ------- 897

3. Grand total --------- ------------------------------ 2, 782
Accordingly, I urge your favorable consideration of the President's

recommendations for increases in the'taxes on diesel fuel, tread rub-
ber, and truck use to obtain the needed additional revenues by which
the House bill falls short of the -President's proposals.

Alternatively, the President recommended an increase of one-half
cent in -the tax on gasoline over the existing level of 4 cents per gal-
Ion. But this is a second choice, since the study "y tle Bureau of
Public Roads clearly indicates that the general bulk, of highwpoy, users
were paying their fair share of Fedemrl highway expenditurs, ai d
the President's preference is for financing methods which more adb
quately reflect the cost factors attributable to heavier trucks.

.16
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In conclusion, let me repeat that H.R. 6713, as p sed by the House,
goes a long way to meet the objective of financing the Federal high-
way system in a reulsonabl)o fashion. however, we believe that ad di-
tional revenues from present trust fund revenue sources ara needed
to accord with the President's program.

Provision of these additional revenues would enable us to keel) our
Federal highway programs moving steadily ahead on a pay-as-you-go
basis without unfair burdens on or transfers from the general fund
which in the fiscal year 1962 at least would add to an already predicted
deficit.

(The tables referred to follow:)

TAB I, L.-Etfvnuld status of highway trust fun i under preent law
(In millions of dollars)

Apportionmats Expenditures
Balance
In the

Fiscal yearPrimary, Prliary, Revenues fund on
ln second- Inter. Seon. June 30
state ary, and state ary, and

urban) urban I

From before 1057.......................... 140 .......... .......... ...................
1967 ...................................... 1,176 & 08 US 1,482 616
958 ....................................... ,700 859 876 86 2,0"4 1,049
1959....................................... 2,200 1,31 I,01 1,112 2,087 624
190 ..................................... 2,600 08 1,861 1079 2,638 119
1611 ................................... . ,00 8883 1,901 067 2,857 108
3982 ....................................... 2,200 884 2,078 913 3,216 33
1963 ....................................... 2,000 936 2,278 012 3,223 388
1964 ............ ................. 1,500 93 2,141 28 3,308 605
3o5 ...................................... 1,60 935 3,938 940 2,617 SA
108 .................................. 1,80 95 1,670 941 2,673 808
1967 ...................................... 1,700 936 1 ,73 944 20.629 818
1968 ....................................... 1,900 936 1,705 943 2,3 Wus
199 ....................................... 1,900 96 1,795 943 2,739 M
1970 ....................................... 1,625 936 1,746 943 2.797 4
1971 ................................................ 93 1,746 943 2,861 634
1972 .............................................. S5 624 943 21,930 1,997
After 1972 .............................. .... .................... 1321 2,318

Total ............................... 25,4400 16,057 26,440 16045 42,03 ..........

SIncludes emergency relief as well as special funds totaling $02,000,000 apportioned for 1969.
1 Reoelpts on tat liabilities accrued prior to July 1, 1972.
source: Office of the Secretary of the Treasury, Office of Tax Analysis, June 5, 1981.
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TLUia 2.-R.E14tfouhfp of 1955, 1*58,' a dpu J, og,.Sa e o em

Estimated ow
low1

Total ?edo1 state
ihar sharm

l9o tvmq $1.06 82 0~A 010

1b t enta waduoeloot ne eds.. SIB A. 4 .4
31ret inereas due utilities sad inselseu..8 .. 1

1M"Vn tIfleam dut priesncrema .............. #.1 .8.8
Subt) O t ........................ 37.8 33.9 8.7

Incrowe= mike ed outs .......TO ....... 1.8 L6 .
Owrov.7 .0nO .............3.....

'ott to oom"3 a 40,MD-mile~ system, base on 1968
to ma' ............................. 89.9 80 3.0

A44jtfuawI 00 mIIwi ...................... 1.1 3.0 .1
'I1ota to Owplat. a 43.00.ika system, based on 1988

." (41 * .... ..... *......... 41.0 87.0 4.0I *u " mco e4ya4 .......... -1.0 -. 9-.
tt 'hgby island t ............. .0 .8 .

Pub4110 roads Uadxninltrt ke aw ree ar............. .4 .4 0'
Total, 1981 e t i te ................ 41.0 87.0 4L.0

Ooumv: H1. Rept. N~o. 898, 871t% Cong., Ist se. .7



TABL2 3.-F6nancing of the highway trug fund

item

Dm ui3------- - -Trumf and bwCoa.........

For highway ysbklmw-.

Tubes ---------
TmUdrbb er----
lu ta an ~Uoka ns ue

'Nes bblgbway veblcls2.
41ibod rubber--------

Pimeautonobfies

Tax base
RatesPdcir

to 195
Hilhway
Revenu

Act

Ratesurm 1M8 Rae der
Highway41
At of19

Rider
?roddet's IRatce under

J~1 I H.R. 67131

1 1 4 J _________ I ~l I

Pound

Taxabl ino

ms~nabtcture&
price.

0 ... ......

--- do - - - --

smutt.-
No Change ---

$1.-V perthou-
snd pounda.

IlosuL..-I*----
------- 3cn - - I

10 polet. -No cham-

2 For peri o c 1, 19M. tOaO JIM 30,i19L thal 1aw 72,8 Inoldwes motor ftahLu
'4 aor MOWia motor fto"sLInate tirIn taxe a -lou-Ot tspdfd boghznft -1cl 1. IM0

f4catsk.. 2 NOc

11- .
--- 4.----

A.

1ouzt~~..

No Tiwig.
10 mu ---

do ------

'40do.-

2o ane----.
10 cnt ---

Nod~am V I oamma No cbUp

Your ), Percent or rowept F ropdawe to
trit fund

present law 9-7g1-7
Pyeli-1HR

1967 ~ ~ ~ en' WU'4 19571~ 73

20

0

10

3m,

100
10

0
01I I

150 100
100 150
100~ 2
100 I

100 5

0 '50

-100
150
30

1"a 10o

----A 100

0 100ii-
*Vehicies Wfth uaile r "logt In n"or ofWO 2500 puds."ARYf, recipts qwvalela to tax of 61 j~ct.

15o
100

100

100

Speop? O~ae of (be Smtery of the Tnmury, Offl~ of I~z Ana)Yei,, 3mm 6,1963.

I



TABLz 4.-Status of highway trus fund under Pretidens proposals
[in millions oftdollars)

Apportionments FIpuldl tures Revus % i

Fiscal year trust fund
Primary, Forest and Primary. Forest and Present on June 30

Interstate scon ,public lands Interstate secndary, public lands sources Additional Total
and urban I and vrt= I

From bee 1957 ................. 315 L --
19V5--- ----------- LO00O129 -------- 2W 766 - - ---- L 48 ---------- 516al

15 ......................... L 700 859 .... .......--- 7 - - . . . 17 ---------- -- ZON LOW
19 --- 9---------. 2D0 L,381 ------ - L501 1.112 -------- 2.097 --------- 248

............. . .. . 500 90 - - 181 1.079 ------ ........ z . ......... . 2. 119
1961 -------- 1------- .......... 1,800 883 .... 1, 901 967 -------------- 2.857 2-- 28ar M

U npaid balance ...............................................- 82 ........................... - - - -..........
1962 ----------------------- 2,200 884 36 2.139 913 37 &216 --40 1
196 3 ......................... 2400 930 36 2.325 898 38 &= 78 3.401 236
19. . . 2.--o 9,5 35 2 451 97 38 3.308 94 3.,4W 2
1965 ....................... 2. 700 95 36 2,552 92 36 2 517 92 3,49 212
1986 -------------------------- 2800 980 36 2.645 9236 , 573 L011 &W4 183
1967 ------------------------ 2.900 980 38 2739 949 36 2.CM9 L 08 3, 128
1968 -------------------------- .000 1,005 36r 2.838 958 36 z.%a L 066 &749 43
19 -------------------------- 3.000 1,005 36 2866 972 36 2.739 L 092 &831 0
170 . ..----------------------- 3 &000 LOG 36 23901 277 36 Z 7W 1,117 &3914 0
1971 ----------------------- 6 2W 1. 005 36 2.992 979 36 2 861 1,146 4.O07 0
1972---------------------------.. , 005 38 & 104 9M 36 2,930 1,176 4,106 0

Through ept.30, 1972- - - - - - - -- - - --............................................ 1, 3 -1- ......---------- 21 .9 1,530 2

Total--------------------- 37.00. 18.53I 478 3V.000 15,14659 42,% 9,6 52172-------

, Includes emergency relief program, as well as special funds otal$.20,O00 appotne for 1969.

Source- Office of the Secretary of the Treasury, Office of Tax Analysis, June 5,161



TADBL 5.-Hihway rust fund rew uee mundr pren* law and revenues added by Prevideid'# proposa
(In m nons of dolmi

Presnt law
Ftiel year.. ... ...Gasoline and Sales of Tread rubber, Tires, 8 ents Passenger Parts and Truck use

other motor trucks and 3 cents per or $ cents Tubes, cents satomobtes, accessories, tax, g1.50 per Interest Total
fuels. 3 cents buses, pound per pound per pound 5 percent 5 percent thousand
per gallon 1 5 percent pounds

Actua--
18 7 ....... .1.3.6 36 11 8 --------------.. .. .... .. .. .. .. 26 3 1 .
198 -------------- 1.08 11 13 244 17 --------------..............- is 2,044...........
19W ------------- 1,87 107 14 247 1& ---------------------------- 34 13 2oP...........
19 -------------- 2044 142 15 2L 19--------------- -------------- -3 2,3 . .

Estimated-
1961 ------------ 2.362 142 15 279 16 ---------------------------- 45 -2 2,867 .............
1962. -------- 1.894 143 15 296 16 679 131 50 2 3.216 .............
19. -......... 1.869 146 16 291 16 62 137 53 3 3 .22.
1964 ------------ 1.917 149 17 296 16 7M09 144 56 4 3,
1966 ---------.- 1.965 153 19 301 16 ---------------------------- 59 4 .
1966 .......... 2,010 156 19 307 16 --------------------------- 61 4 2, -73 -----------
167 ------------- 2 054 159 2D 313 16 ---------------------------- 63 4 2. 629 ...........
1968 ------------ 2. 097 162 21 318 16 ---------------------------- 65 4 2 ..6.-----------
1969 --------- 2,142 164 22 325 16 ---------------------------- 66 4 2. M - -
1970 -------------- 2191 166 22 31 1 .---------------------------- 67 4 2 9 ..............
197 ------------ 2.242 9 is 339 16------------.--------------- - a.s 4 2. M .............
1972 ............-- 2,298 172 24 347 16 ------------.--------------- -69 4 X,) .............
19.73' ........ 319 ------------- -------------- 2 --------------.------------------------------------------- -------------------------- -

Total------------31.995 275 2M6 4.9 233 M 412 8M 70 ----........

See footnotes on p. 2.



TABic 5.-Highway trust fund revenue under present law and rewense added by Presiden s proposaix-Continued

F~scal year Gsoline and Diesel fuel. Sal" Of Trmrbb, IPsnsrC Putw ad Trm a NO& TOW mt
otber motor 4 cents per trucks and 7 eets pe e , 2 ceUTubes, 1I ant - - s, weouse. -ax Us.50 pe add~l~em
fuels. I cent gallon boom pPd DOCr p v prpUn 5 percent 5 Paet tbusa revvuraoes 10"dltt
Per gSllo 5 permit pou rem

Actual~
------ ------------------------ ------ 1,401957 I,2048I w. --- --- --- -- ---- -----------.. ----: -' ---...................----.... _.I

lEstamied-

I --. ......... 476 77 84 6. -1 117 -,176
3 573 104 -------------- 37 7 2 -002 -IV 126 7 3 31

194 4. - - Sol l0 69 2 -700 -144 in 1K 3,402
1965 6 124 ... .44 o 2 ----- - 3.400
196 -.--------- 618 132 46 71 2 -4- 1,011 a 4
196r7------ 631 139 ------- 47 72 2. 147:I 1.038 3,06

...... 145 -0 73 2 -------------------------- -j152 .OO 37
1909 ------------ s .............. 51 75 2 1...........................- 14 1002 3,0 1
19.70-...... . 673 158 ------------- 2 76 2 -------............ 1.. 1,117 3,914
1971 ...........------------- am 14 ..............--- 150 1,146 4,007
1972--- . 705 172 be O0 2 ----- 161 -1,176 4,106
1973 . . 891 105 32 2 110 4 ...-- --. ------ 44 1, 09 1,510

Total 7,7,5 1,57 n US -- 2 - ..0 -412 ,.5 9,%Wj ,,7

ITax receipts lees refunds. Rate 4 omts per glon from Oct. 1, 19 , t*rub JWm
301961.

Includes receipts on tox abiltm iecr0rd prim to July 1, 1W3 under pin=t aw,
and prior to Oct. 1, 1972 ander Predent's progM.

a E tu r.epta fo&= Ovition loline.
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C-Sta tuseof hlgkoay trust NOW. under WtstaeiGon proposed in H.. 0718
(. 14, P, eral-fi kAghwa bilE of 1961, a pased by the House of Repre.

*f..Otives Ma..r: 4) ,

Apporownents Ezenditures Revenues

in trust
Prmay, Prma, Mad onInter. second Inter- =07. Present Addl- Total lure 8o

Mtte Osty, an~1 61a4 tya sour tional

r ~ ~ ~ ~ ~ ~ ~ ~ 1 got o .,........ ........ ............... .: .............. i.....
1.... 1,000 2w 78 142 1 ........ 6, ..

S.......................... 1,700 6as 2, 044 ........ 21,044 1,040
...................... 2,200 1, 1,801 1,11 2, ........ 2,067 an2,m8 1,861 1,0792,6 19I O........................... 2,60811,07 2, . ... 2,636 1IN

........................ 1,800 1,901 907 2,87 2,887 106!! ....... 911 ,1 11 2

2,600 go6 246 907 ,8 10',01 0 6 . ,70 962w 9M 2,179M8 96 2
16 . 2,600 Om932 2,578 1,0031 2678 428

1067............. 2,~ w 2,8 94o 2, ,053454w ... ...................... . 00. ,301 8 , ,o' s,1 mI ......................... sODD I'M 2. w ,m 210 106 1W
1970 ..... .................... two 1O00 2,901 977 2,79m 1,090 1. S"87
1071 ........................... 2,8, MA 1 0 ,90 m 0l 61 IllS 0l76 112
1972 ................................. $ 104 W06 W, 1 , 140 4 7 lI12
Tbrhg Sekpt. 80,4 ............. ... 1,10 SIT SU7 811,180 I471 1"S

TO ta.................... 87,000 1o,8 7,000 14 4"AsS s, A ..

Ilohaeds Omerano, r* PWM 0s wall as speolal fNdS toud lIns 660,000,000 kpn lapponed for 1960.



TABLE 7.-Highway trust fund revenues under -esent law and revenues added by the Fedcral-aid highway bill of 1961 (H.R. 6718, title II,
as passed by th House of Representatives May 4)

[In millions of dollars]

Parent law

Fiscal year Gasoline and Sales of Tread rubber, Tires, 8 cents Pmenger Parts and Truck an
other motor trucks and 3 cents or 5 cents Tuba 9, cents automobiles, acerorei, tax, $1.50 per nte s Total
fuels, 3 cents buns, pound per pound per pound 5 percent 5 percent thouaw
per gallon 1 5 percent pounds

Actual-
1957 ------------
1958 ----------
19 ------------
1960 ..........

Estlmatd-
1961 ------------
1962 ..........
1963 -----------
1964 -----------
1965 .........
1966 ------------
1967 .---
1968 ----------
1969 ..........
1970 ----------
1971 ----------
1972 ----------
1973 2 ----------

Total ........

1,326
1.608
1, 67
2,044

2,362
1,894
1,89
1,917
1,965
2,010
2,054
2,097
2,142
2 191
2,242
2,298

319

34
III
107
142

142
143
146
149
153
156
159
162
164
166
169
172

.....---..-.--.

III
13
14
15

15
is
16
17
19
19
2D
21
22
22
23
24

--------------

1715
19

16
16
26
16
16
16
16
16
16
16
16
16

........... °..

--------------

.... --.... ----

....... ------

........ - °.-

......... ---

-. 6... W.

092... ...

7. .. . 0. .

--------------.

--------------.

-.-------------

-----.. -.--...-

131
137
144

---------------------------------- --------------

---------------------------------- --------------

.... . ..-..--

..............

........ ......

--.........-...

......... ....

.. .... °.°....

26
33
34

45
50
53
56
59'
63
65
06
67
as

-- ---- - -

1'm
2,044
2.036

2,857
3.216
3,23

2,517

2,M29
2,683
Z 7392,797
2,861
2,1eZ30 1

3 1..9.. .275 [ 2 6 4 M.. . .4 12j 8 53 1 7 0 4,8 0

--------------

------- ---- *---

..-.- - .-.-- - .-

............ °.



Revenue added by U.R. 6713

FLsca Year Gasoline. Salesof Tread Truck use - TOWpMes-
and other Dteselfuel, trucks and rbb&, 2 Tlrw,2 cents Tube, Icent Pa&s aer Parts and tax, Sl..% Net addi- entand

motor fuels, 4 cents per buses, S cettsper per pound per pound automobiles, acceworkew per tboauand tonal additional
1 cent per gaUon percent poudld 5 percent 6 percent pounds I l uf revenues

gallon

Actual-

1M - - -- - - - ---5 8 - - - - -- - - - -- - --- - - - -- - - -- - - - - -- -; -- -- - -- - - - -- - - - -- - - -- - - - - - - - -- - - - -- - - - -- , §

19M --------------------------------------------------------------------------- -------------- ------------- -------------- -------------- 2.8

1961 ------- -------------- -------------- - --- ---------- ---- - - - - - - - ---- ------ -------- 2.535

19 -3----06 19 14 : 9 64; 2 -679 -131 79 11 3,227
1963 .------ 0 25 146 it 67' 2 -802 -137 84 96 3.319

1Ww29149 12 a-2 -709 -144 88 lot 340
1S-------- 61 ,8 31 133 13 69 2---------------- -------------- 9 978 3k495
1M-------- f 33 136 14 7-1 2---------------- -------------- 93 L.003 3.406
1967-------------- 644 36- 159 14 72- 2---------------- -------------- 90 1.025 XW
1968------------- 659 38 182 14 73 2---------------- -------------- 102 1.04 ruga.

872 ------ 38 184 t4 75 2--------- ------ -------------- 103 1,068 3.8w

---70 -- 6-7 40 '105 is 76- 2------------------ ---------- 104 1.090 3.887
191703 41 1M 16U. 2---------------- -------------- 107 1.115 3q78
192719 43 :172 16 so 2 --------------- -------------- 100 1,140 4.,070
193wM 30 64 11 110 4-------------------- -------------- 1, L130 1.471

Total - -- 7.916 .4w 25 ia*1 0S -2080 -4121 1401 9,82 M 54M

ITax receipts les funds. Rate 4 cents per vs11onA= Oct. 1. 1909. through 3ui Sx&ucies ro~pts frwn tax lAsbilities accrued Prior-to July)1, 1 "2, under pmmnat law,
30,1961. Includes net receipts from tax oni aylatlon. Arid prior to Oct. I. 972. under IT. R. 6713.gle 'Lnduades effect ci change In law and enfomomont



The CIIAMMAN. Mr. Secretary, as I understand it, the main changes
made in existing law proposed in the Ilotuse bill are: First, the con-
tinuation of 1 cent gasoline tax which will expire on June 30. Sec-
ondly, the transfers--and I think I agree with Senator Gore, that is
a better definition than the other--from the General Treasury amount
to $800 million.

Mr. FOWLEaL Yes sir.
The CHAIRMAN. 'That is reduced by the House bill to $150 million.
Then in addition to that, there is an increase of from 8 to 10 cents

a pounA on tires, 9 to 10 cents on inner tubes, and 3 to 10 cents on
tread rubber, such increases t6 become effective on July 1.

Then there is an increase on the highway vehicles use tax?
Mr. FOWLER. Yes, sir.
The CHIJIMAN. On such trucks and buses weighing over 26,000

pounds, the rate is to be increased from $1.50 to $3 per 1,000 pounds
of gross weight.

What is tFe amount of now money that will come ito the Treasury
by reason of these changes I

Mr. FowLR. The House bill ?
The CHAIRMAN. In the House bill, including the continuation of

the 1 cent gasoline tax?
Mr. FOWLER. Table 7, which is attached at the end of the statement,

sets forth this information in detail. The title of the table is "High-
way Trust Fund Revenues Under Present Law and Revenues Add
by the Federal Aid Highway Bill of 1961." That is H.R. 6713. If
you will look at the bottom half of the table under the heading "Reve-
nue added by 6718," over on the left-hand side, opposite the column
indicating the fiscal year, you will see the amounts in the first column
that are added by virtue of the 1 cent per gallon on gasoline. That
is 1 cent since, as of July 1, the rate would go back to 3 cents. It is
now 4 cents, so that we maintain 4-cent rate that is now currently the
tax throughout the life of the program.

The amounts indicated in that column would be the additional
revenue but they would not be constant. For example, for fiscal year
1962, that would mean $505 million. In 1968, $590 million. The
total at the bottom, by reason of maintaining this 4-cent tax on gaso-
line, would be additional revenues to the trust fund of $7,916 million.

Senator Kmm. That is the 1 penny.
Mr. Fowim. That is what the 1 penny is worth, Senator.
The CHAMMAN. Let us put that on a yearly- basis, the total now

money that comes in each year.
Mr. FOWLM. It changes as each year is added, Mr. Chairman. But

the first year 1962, that amounts to about half a billion dollars, $505
million.

The CHATRMAN. What I wanted to get is all the increases are made
by the House bill save for the next fiscalyear.

Mr. FowLER. Let me run right across the table, then, for that year.
For gasoline, the additional cent would mean $505 million. By

holding the diesel fuel at 4 cents a gallon, which is the rate now cur-
rently charged, there would be $19 million that would be conserved.
The sales of buses and trucks, the 5 percent excise tax which would
now be transferred into the highway trust fund by the House bill,
would add $143 million in fiscal 1962.
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The tread rubber tax at 2 cents per pound, would mean an addi-
tional $9 million. The first, the tires, $64 million; tubes, $2 million.

Senator KERR. Now, just a minute, right there. The $143 million
is a new provision.

Mr. Fowr.En. Yes, sir.
Senator KERR. The $9 million, $64 million, and the $2 million are

new in that they are increases in the current rates?
Mr. Fowi.E,. That is the amount of the increase of 2 cents a pound

in case of tread rubber, 2 cents a pound on tires, and 1 cent per pound
in tubes.

Now, under passenger automobiles that figure of 679, you notice
has a minus mark in front of it, which means that that would be
subtracted. The House bill would subtract $679 million from the
general fund, which is the 5 percent tax on passenger automobiles.

The CJAIRMAN. That is the return of the transfer?
Mr. FowmJt. That is the return of the transfer. And, similarly, the

$131 million would be subtracted as the return of the tax on parts and
accessories.

Now added to the fund by reason of the increase in the truck use
tax of $1.50 per thousand pounds would be $79 million, and the total,
the total present and additional revenue, is $3,227 million.

The CHAIRMAN. What is the total of the additional revenue from
the new taxes, eliminating the return of the transfers?

Mr. Fow.it. That would be $3,227 million, Mr. Chairman, if I get
your question properly.

The CHAIRMAN. No; the $3 227 million is the total. I want to know
the increase of new taxes by the House bill that are made for the next
fiscal year; eliminate the transfers completely. That is not a change
in tax.

Senator GoRE. May I ask a question, Mr. Chairman, for clarifica-
tion?

The CHAPMAN. Yes.
Senator GonF,. Are you inquiring of the totals of newly levied taxes,

or the newly dedicated revenue?
Senator KRR. He asked the question involving both.
The CHAIRMAN. I want to know how much additional taxes, in-

cluding the extension of the 1-cent gasoline tax, are included in the
Housebill.

Senator ANDERSON. It is $11 million, is it not?
Senator K(ERR. For the year, the fiscal year.
The CRAIRMAN. It is not. added up in the total.
Senator Ber r. It is $11 million; but, in order to arrive at the

$11 million, you subtract these two minus signs. So if you add them
back in-and I think that, is what the chairman wants-it is $678 mil-
lion. Those are new taxes.

Senator ANDF.RRON. Mr. Fowler, in the top part of your table, table
7, for the year 1962, you show $3,216 million.

Mr. Fow;r.,. Yes, sir.
Senator AN.DERSON. And you put the comparable figure down $3,227

million.
Mr. FowLER. Yes, sir.
Senator ANDERSON. So it is $11 million.
The CHmAMAN. The total of new taxes is $689 million for I year,

the staff tells me.
70680--61---3
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.ir. Fowa. I am getting a total. If you will wait 1 second, I
shall verify it, at least from my estimate.

Senator BNNVr. Mr. Chairman, are you calling the 1-cent gas
tax a new taxI

The CIJAIMAN. I am calling that a new tax, because that expires
on June 30.

Senator BEN N EVE. And are you calling the 1-cent tax on diesel fuels
a new tax

The CIAISIIAN. Yes. The staff has added it up to $678 million.
Senator ANImItsoN. You ought to ask them where they got, it.
The CllAltfA.N. It is all clear. All you have to do is add it up.

Nine hundred and five million dollarss fo: gasoline.
Mr. Fowi1Eit. I have a total of $810 million, Mr. Chairman.
The CHAIRMAN. Hero it. is if s.oinebody will take it down. It is

$505 million for gasoline, new tax, $19 million for the 4 cent. increase
i. diesel tax, including-

Mr. FoWLER. I beg your1 pardon.
The ChAIrMAN. Do you have a table which shows how nmch new

tax is based on the users of trucks?
Mr. FowLR. Senator, I was using the wrong table. If you will

foliv flme, I was using table 5.
Senator Ktitu. It is discerniible on table 7, Senator.
Mr. Fowi,.n. Yes, sir, itcan be extracted from table 7.
Senator GonE. I would like to add my figure to the lot-$678

million.
Senator AmDRmo. That is what the staff says.
Mir. FowiJ.r. $678 million is my total.
Senator Gon. Then you and I agree.
TheCITAIRMAN. Then, over the period of completion of the high-

way system, which I cannot agree that anybody can make any money
on, that increases through tie years, so the new taxes extending
through the yeals to 1973 "will amount to how much?

Mr. FOwLER. Under the House bill, $9,825 million.
The CHAIRMAN. That is new taxes placed upon it by this bill?
Mr. FowtiJET. No, Senator, in order to take this $678 million figure

and give you that for the total period, I would have to make another
calculation.

The CIIATRMAN. All of these taxes in revenue increase as the years
go on; do they not?

Mr. FowiF.R. Yes, sir.
Senator GoRE. Well, then, Mr. Chairman, there is another matter

to take into consideration. In the coming fiscal year, there will not
be a tot-l 12-month collection, as I uuderstanl it.

Mr. FOWLER. $10,514 million, I am told, Senator, is tho figure for
the new taxes.

Senator KEiR. It cannot be.
Senator ANDERSON. Why 1,ot,?
Mx'. Ch, irman, I think it, would be useful, since we got. into this

question of "diversion" and "transfer" and so fortli, if, at some point,
you would give us the total amount of these various taxes and how
mufh are used on the various programs so we can see how much high-
way tax revenue you received and how much highway tax revenue you
used, regardless of the category in which it is placed. I think this
would be very useful if you would give us this statement

CIO
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The CIRmMAN. That, is very desirable, but I think we ought to
know first the amount of new taxes we are imposing by reason of the
House bill.

Mr. Fow.,n. It is $10,514 million.
'rile CHAIRMAN. That is for the 12 years?
Mr. FowLER. That. is for the 12 years.
Senator ANDERSON. Would you not only take $2 billion and $80

million and $412 million and add them to the $9 825 million?
Mr. FOw.. I just followed anot her process by going across the

board under the total and taking the $7,916 million for gasoline, $420
million for diesel, the $158 million of additional tread rubber tax, the
$903 million of additional tire taxes, $26 million of additional tube
taxes, and the $1,091 million of additional truck use taxes to get a
total of $10,514 million. Those are the additional taxes, as Senator
Byrd has defined it.

The CHAIRMAN. Now, what is the percent. of increase, of the total
taxes that will be imposed throughout the 12 years?

Senator ANDERSON'. It is roughly 25 percent; is it not, Mr. Fowler?
Mr. FowLrE. Just about, as It percentt of total revenues for that

period.
The CIAIRMAN. In other words, this I-louse bill would increase the

tax for the users of the roads, according to this provision, 25 percent,
you say ?

Mr.'Fowii.:it. Yes, sir: and I think this fairly well matches up with
the increase in the cost of the program that is developed in table 2;
th buildup of the relationship of the original 1955 costs, the 1958
costs, and the 1961 Interstate System cost. estimates.

There is another element that enter. in in that this pr)gram con-
templates a gradual increase in the A-B-C system of $925 million in a
year or two, picking up to around a billion dollars a year in 19068.

The CHAIRMAN. I think that the chairman should commend the
administration and the Secretary for their endorsement of the con-
tinuation of the pay-as-you-gc. I believe Senator Bennett and the
chairman had offered that amen dment.

Mr. FOWLER. Thank you, sir. That is a l)art of our proposal.
The CHI J .MAr. I hope that you will always adhere to that, because

we had very disastrous results '4 hen the pay-as-you-go was suspended
in 1958. as you know.

Mr. Fow'iER. Yes, sir.
The CHAIRMAN. Senator Kerr?
Senator Kiw. No (iestions.
The CIJA1HIMAN. Senator Bennett ?
Senator BENNErr. This is moving )retty fast, and these figures are

floating around here and are hard to get. down out of the air. We
have now settled on the idea that this bill would increase revenues
over the life of the program by about $10,500 million?

Mr. FowLR. In new taxes, as Senator Byrd has stated.
Senator l3Ex.NEr. In new tax-s and by coninuing 0!(i one;, this

will produce total revenue of $52,628 million, and then I turn I-ick to
page 8 of your statement, in which you are discussing the fact, that tlhe

louse counts on revenues of $2.3 billion from sources "which we be-
lieve are either objectionable or overestimated and it fails to allow
about $400 million of proper trust i'und expenses."
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Now, if we adopt this bill, are we going to be faced with another
problem because of these appraisals of the bill?

Mr. FowLER. Well, that is something which is a matter of opinion,
Senator Bennett. I think it would be our opinion that somewhere
later on there would be a further shortfall if adequate financing
measures were not now adopted.

Senator BF.NNirr. Is this figure of $2.7 million-
Mr. FOWLFR. Billion.
Senator BENNET. It says million in your testimony. That is what

stopped me. Is it billion?
NM r. FowLER. It is billion, yes.
Senator BENwETT. Is that in relation to the $52 billion, the total

revenue for the period?
Mr. FoWTLEn. Well, it represents at least our view of the shortfall

that would be likely to occur in the light of the President's program.
For example, included in that $2.7 billion is an item, of $400 million
for the forest and public land highways, which we think ought to be
moved over and taken care of out of the highway trust fund.

There is the aviation gasoline transfer to the general fund that we
would suggest, and the transfer of the 5 percent on trucks from the
general fund which would not be made under the President's recom-
mendations. So that if you adopted the President's suggestions,
which we think are logical in terms of the financing setup, you would
need an additional $2.7 billion.

Senator BF.NNmEr. Then you are not saying that this figure of $52
billion is understated by $2.7 billion on the basis of the needs of the
program as it operates now?

Mr. FowLR. No, sir; there are one or two soft spots in it, but it
would not total $2.7 billion. It would be something far short of
that.

Senator BENNrTr. And it would require some changes in the pat-
tern of the highway program itself to validate this criticism?

Mr. FOWLER. Yes, sir. And I think the $2.7 billion goes not to say-
ing that the House measure would fall that far short of paying for the
highway system, but that it involves certain financing features which,
if changed, would, according to the President's suggestion, require
this additional $2.7 billion.

Senator BENxNrr. I am happy to be straightened out on that.
That is all, Mr. Chairman.
The CHAIRMAN. Senator Anderson?
Senator ANDERSON. No, I think it would be useful if we could get

the total list of all the so-called highway taxes and where all that
money goes; how much of it goes into the General Treasury, how
much into the forest, roads, how much into the ABC program, and so
forth, along with the Interstate System, so we would know if there
is really a total diversion of any kind in the Treasury.

I think Senator Bennett's point is all right; if it goes to another
highway program, it is still highway use. If it goes into the General
Treasury, there might be something else. I would like to see that.

Mr. FOWAF.R. We shall prepare something for you, Senator.
(The following table was later received for the record:)

0



Fscal year1962 receipts from Federal t azes associated with highway use and allocation between general fund and highway trust fund; I andhighway expenditures of Federal Government paid from general fund and from trust fund
[Inmillios ofdollars

Preetlaw President's propam H.RL 87133

Total Percent General Trust Total Percent General Trust TOt petot Genetal Trustre~ts of receipts fund fund re=sof receipts fund fund receipts of receipts fund fundtrns eVt rvnustrans- recit revenues and trans- receits revenuesexpendf- fraed a and expendi- ferred and and expendf- fared andtures to trust expendi- expendt- tues to trUst expendf- expend- tes to trust expendi- expendf-
td ufnt fund ture tures

Gsoffne- ------------------- $1, 820 100.0 -$---- ,L82D $2,325 98.7 M2 $2,296 a2,325 20W.0 ------ $2,325ielfuel ----------------------------------- 74 10.0 74 131 100.0 -------- --- 151 9 100.0 --- 93Trucks, blues, etc --------------------------- -2 26 50.0 $143 143 296 50.0 143 143 288 100.0 288Tires. 288 100.0 . .28 350 1000 --------- 350 3860 100. 0 350Inner t-16 100.0 .......... 16 18 100.0 8 - 100.0 18----- isTread rubber 15 100.0 - 49 100.0 49 24 100.0 -24
Use tax on certain vehicles..---------- "-- ......-- s 100.0 5D 161 100.0 ......----- oo ......50 100.0 50... 1 100.0-..187 129 100.0 --------- 129Pamngerautomobiles ------------------------- 1,3W 50.0 9 8- 79 1,358 ------------.. 3.. 1,358- ---- ,315--------Parts and accessories --------------------------- 210 62. 5 79 131 210 ---------- 210 210- 210Total ---------------------------------------- 4.115 -- 01- .. 3,214 4,.4 ----- l-- ,7 4O" 3,174 4., M------------isW8 3,,E hm y expenditures: s3",..., 

, ,,, • ., ,., :iu staOSysteum ------------------------------ 2,078 ----- 2,078 2, - 2,13imary secondary, and urba ------------------ 93 913 913 ------ ------------ 913 913 -
Public land highways ---------------------.-.. 4 4 ......... 4 ----...----------.---------- - -4 4 .. ....- .Forest development roads and tral -------------- 36 35 --- -.. 35........- - 35 ........-- 35 35-ra.k roads a4d trail and kways ------------ 43 43 .......... 43 43 --------- 43 ---- 43ndian reservation roads a ........... 1d br7d -es-- -......... 7.171 17 ------ 17 17Defense momsroads ---------------------------- 1is 28 ------ 18 18 ------- 8 --- 8------Total ------------------------------- ... 141 1----0- 2,1 %,2021 --- 03,00 o ,1 2. 15 3,,082

& WI^M F. V& M L zuPaMUeT. 01 Commrce estmaled that 2.8 pecnt of high-way fund revenues was paid by other than hg ay users.I As pased by the Homse of Representatives May 4, 1961.
'New antharistions tn 1952 for progaras other than the Interstate and the prLmary,secondary and urban systems to $11,0 , 000o which more early reflects annal pro-

pam iV
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Senator ANDERsoN. If you could, just prepare three tables. One
saying what the present law is, one saying what the proposal is, one
saying what the House bill is. It would be a little easier to read,
rather than double up twice on what the present law is as you do in
table 7. What is the total amount. of new taxes proposed in the
President's program?

Mr. FOWLER. In the - oh, you want,-
Senator ANDEMRSO. New taxes in the President's program.
Mr. FOWLER. I have a figure now of the new taxes only in the House

bill, which is $10,514 million. I can give you the other total in just
a minute.

Senator Gom.. That is over the life of the trust, fund.
Mr. Fown. That is over the life of the trust fund.
Senator ANDMIsoN. Would you add together $7,755 million, plus

$1,587 million?
Mr. Fowiaii. That is right.
Senator ANDERSON. Plus $32 and $533?
Mr. FowEji. No, that is an existing tax, which is simply being

transferred, the $32. You would add the $533, the next figure; the
$903, the $26, and then $1,625 million.

Senator ANDERSON. That is more than $10 billion, is it, not? Maybe
not, although I would think so.

Senator GorP,. Mr. Chairman while the Secretary is making these
calculations, I want to observe that this is a unique experience. The
Under Secretary of the Treasury comes to the table without a single
aid and he makes his own calculations'and gives to us his own esti-
mates. Most come with a ret'nue of assistants. We can regard Sec-
retary Fowler as being a self-reliant man.

Mr. FOWLER. Well, he is taking quite a gamble in adding these
figures before this group.

The CHAIRMAN. Maybe that is because he is a Virginian.
Senator ANDERSON. Do you get something like $12,423 million V
Mr. FowLER. I get $12,429 million as the additional taxes.
Senator ANDERSON. Oh, 32 comes off and goes to the other;

$12,429 million.
Mr. FoWLER. As the additional taxes, the new taxes that the Presi-

dent would ask for, as compared to the $10,511 million that the
House bill would provide.

Senator ANDERSON. So he has asked for more than 25 percent in
new taxes?

Mr. FOWLER. Yes, sir.
The CIA IRMAn. More than 25 percent?
Seiiator K-nn. That is what the President asks for, not what, the

house bill provides.
Mr. FowiaF. No, it is slightly less than 25 percent of total revenues.
Senator ANDRsAON. I am glad to hear that, because my arithmetic

tells me that $12 billion is more than 25 percent of $42 billion.
Senator BEN NE'rq. That includes the new taxes.
Senator ANDERSON. We were talking about what the addition was

to the present tax burden. It, is more than 25 percent, is it not?
Mr. FowLER. I beg your pardon, you are quite right.
Senator B.NiqmT. Mr. Chairman, I did not intend to get back in,

but in order to complete this record, can you tell us how much money
would be drawn from the general revenue, assuming that the amount
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will increase very year, if we adopt the House provision and finish
the program by 193, and we are now expected to draw $150 million
in 1962.

Do you have any figures to show the total amount?
Mr. FowLER. Yes, sir. The continued transfer of the tax on sales

of trucks and buses would total $1,803 million over the life of the
program.

Senator BENNrv. Is this the only amount?
Mr. FoWLER. That. is the only amount of new transfers into the

highway trust fund.
Senator BiN-r.NjI And if that, is transferred, then there need be

no direct draft on the general revenue?
Mr. Fowi.ri. That is right.
Now, there are certain other features that I have indicated. For

examl)le, we think the aviation gasoline tax ought to move out, but
we assume *ou-10

Senator IIENNnm. I have that understanding.
Mr. Chairman, for the benefit of my friend from Tennessee, it might

be interesting to ask how many people are here in the audience repre-
senting the Treasury. I am.'glad that the Secretary comes to the
table himself alone, but I am also glad that there must be some men
back there to whom he can turn in the event of an unusual question.

Mr. Fowir~m. I have two fellows that I see here.
Senator BENNE;rr. Good.
Senator GORE. I was not attempting to be uncomplimentary. I was

trying to compliment you.
"Mr. FowLvat. Thankyou.
Senator BENNE-fr. I am delighted with the Secretary's particular

performance, but I am glad he h as some experts backing him up.
Senator Gom. Have you finished, Senator Anderson?
Senator ANDE.RSON. Yes, I-just tried to make a quick calculation,

Mr. Fowler, and I may be wrong but I think if the total amount of new
taxes which the President asked for was $12,429 million against the
present possibility of $42,603 million, that is roughly'5 percent, which
is a very satisfactory amount, I would think.

Mr. FowlR. Yes, I was trying to think-
Senator GonE. Mr. Secretary, this figure Senator Anderson uses is

tei amount going into the trust fund. It is not correct, according to
my arithmetic, ft say that the President has proposed a 25- or 29-
percent increase in highway user taxes. If you say that it is approxi-
mately 25 percent of that portion of revenue from highway user taxes
that is now dedicated to tie trust fund, then it is a correct statement.

Mr. Fowrm. Yes, sir.
Senator GORE. Approximately correct.
Mr. FoWLER. Yes, sir.
Senator ANDERSON. And will the Senator yield at that point?
Senator GORE. Surely.
Senator AmERisoN. bid you not say the $7,775 million was a new

tax? It. is a continuation of the 1 cent tax on gasoline.
Mr. FOWLER. It is a continuation of the 1 cent tax which currently

exists, but would expire on July 1, and in the sense that it. would, after
July 1, have disappeared.

Senator ANDER-s1ON. Is the same thing true of diesel, $1,507 million?
Mr. FowLER. Yes, sir.

33



'34 -GHWrAY FINANCING

Senator ANDERSON. Tread rubber, the addition of that is a new tax?
Mr. FOWLER. That is an entirely new tax.
Senator ANDERSON. And the tires?
Mr. FOWLER. That is an entirely new tax.
Senator ANDERSoN. And the passenger automobile is a deduction,

so we did not pay any attention to that. And the truck use tax.
Mfr. FOWLER. It is now $1.50.
Senator ANDEISON. But it is more; you have increased it to $5. So

actually, this is a $12 billion
Mir. FOWLER. Yes, sir.
Senator Goi. Now, the $678 million, upon which you and I were

in agreement, is the amount of new taxes expected to be collected in
fiscal 1962 ?

Mr. FOWLER. Yes, sir.
Senator GORE. And the same revenue, the same tax, is anticipated to

produce a revenue for fiscal 1963 of some $800 million?
Mr. FOWLER. $692 million is the figure indicated in table No. 5, and

$709 million for 1964. Then the tax on parts for 1962 would be $131
million, for 1963, $137 million and for 1964, $144 million.

Senator GORE. Well, you do not expect to levy a tax as of July 1,
1961, and expect a total of 12 months of revenue in the Treasury from
that tax as of June 30, 1962? There is a delay in collection, of course,
and that which is delayed as a receipt into the Treasury beyond mid-
night, June 30, 1962, cannot be regarded as a receipt in fiscal 1962.
Therfore, the $678 million cannot be a total 12-month application of
the new taxes.

Mr. Chairman, I ask unanimous consent that the Secretary be per-
mitted to supply at this point in the record a full table giving answers
to all of our inquiries and questions regarding these estimates.

The CHAiRMAN. Mr. Secretary, you understand what all the in-
quiries are, do you?

Mr. FowLER. Yes, sir.
The CHAIRMAN. There have been quite a number of them.
Mr. FOWLER. It would be quite a table.
The CHAIRMAN. As a single operator, we want you to be able to get

all the inquiries down.
Senator Gonm. I do not desire you to furnish a complicated table.

What I was trying to do was to have you provide one place in the
record where the Secretary can supply the correct information with
respect to the fiscal aspects of the bill.

The CHAIRMAN. I think that is very important, and I hope the
Secretary will agree with it.

I would like a special table showing the increase in the existing taxes,
in accordance with the House bill, and showing a comparison with the
recommendations of the President on existing taxes.
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The following tables were later received for the record:)

Total rcceipt8, highway trust fund, under preent law, changes under Pre8dent's
program allocated between tax rate and other factors, and total receipts under
President'8 program

(In millions of dollars)

Increase In recel)ts Decrease In receipts
from- from-

Total .... _Total
reoelpts receipts
present Extension Repeal of Transfer of President's

law Increased to Sept. 30, transfers aviation proposal
tax rates l172 (at of general gasoline

exLting fund taxes to general
law rates) fund

Oa.line ..----------------- 30,545 7,617 299 ------------ -- 161 38,300
Die..I fuel .................... 1,450 1,571 16 ------------------------- 3,037
Trucks, buses, etc ------------ 2,276 32 ----------- ------------ ------------ 2,307
Tires ------------------------- 4,689 831 72 ------------------------- 5,492
Irner tubes .............. .---- 243 22 4 ------------------------ 269
Tread rubber ----------------- 28 633 ------------ ------------ ------------ 819
Use tax on certain vehicles.--. 853 1,65 ----------- ------------ ------------ 2,478

Subtotal -------------- - 40,241 12,231 391--161 62,702
Passenger automobiles ........ 2, 00 ------------------------ -2, (sO-............
Parts and ac*csorles ---------- 412 ------------------------ -412 --------------------

Total tx receipts ....... 42,733 12,231 391 -2,492 -161 62,702
Interest ---------------------- 70 --------------------------------------------- 70

Total receipts ........... 42,803 12,231 391 -2,492 -161 62,772

Source: Office of the Secretary of the Treasury, Office of Tax Analysis, Ime 7, 1961.

Total receipts, highway trust funl, under present law, changes under H.R. 6713 '
allocated between tax rate and other factor, and total receipts under H.R.
6713

[In millions of dollars

hInrease in receipts from-
___________________________ IDecrease

Total ill receipts Total
receipts Extension from repeal receipts
present Increased to Sept. 30, Transfer of transfers H.R. 6713

law tax 1972 (at of truck of general
rates existing tax fund tawm

law rates)

Gasoline .................... 30,545 7,617 299-------------------------38,401
Dieselfuel------------------- 1,460 404 16 ------------------------- 1,870
Trucks, buses, etc ------------ 2,275 32 ............ 1,771 ------------ 4,078
Tires ----------- ------------- 4,689 831 72-------------- ------------ 5j492
Tubes-------------------- ---- 243 22 4-------------- ------------ 209
Tread rubber ----------------- 286 158 ------------ ------------------------ 444
Use tax on certain vehicles .- 83 1,091 ------------------------------------ 1,944

Subtotal ---------------- 40,241 10,155 391 1,771 ------------ 62,658
Passenger automobiles -------- 2,080 -----------.------------------------ -2, 080 ..........
Parts and accessories .......... 412 ----------- ------------ ------------ -412

Total tax receipts ------- 42, 733 10, 155 391 1,771 -2,492 52,6 58
Interest ----------------------- 70 ------------------------------------------------ 70

Total receipts ----------- 42,803 10,155 391 1,771 -2,492 52,628

'As passed by the House of Representatives, May 4, 1961.

1 Including $388 million from assumed change in law and enforcement.

Source: Otmce of the Secretary of the Treasury, Office of Tax Analysis, June 7, 1961.



36 HIGHWAY FINANCING

Total receipts, highway trust fund, President's program, revisions under H.R.
6713 froin changes in tax rate and other actors, and total receipts under 1.R.
6713

(in mUllons of dollars]

Revisions under 1.11. 6713

Total Total
receipts Transfer of Retention receipts

President's Change in general of aviation Netchange II.R. 0713
program tax rates fund taxes gasoline In receipts

revenues

Gasoline ...................... 38,300 ------------------------ +161 +161 38,4461
Diesel fuel -------------------- 3,037 -1,167 ----------------------- -1,167 1,870
Trucks, buses, etc ............ 2,307 ------------ +1,771 ............ +1,771 4.078
Tiros ------------------------- 5, 492 -----------.------------------------------------ 5,492
Inner tubes.- ------------------- 20 ---------------------------------------------- 269
Tread rubber ----------------- 819 -375 ------------------------ -375 444
Use tax on certain vehicles .... 2,478 2 -534 ----------------------- -53 1,944

Total tax receipts ------- 52,702 -2,076 +1,771 +161 -144 52, 558
Interest ----------------------- 70 ----------------------------------------------- 70

Total receipts ----------- 5 772 -2,076 +1,771 +161 - 144 52,628

I As passed by the House of Reprrelsetatives May 4, 191.

2 The decrease would be $388 million greater except for assumption of change in law and enforcement.

Source: Office of the Secretary of the Treasury, Office of Tax Analysis.

The CI 1A Mtwx.. Are there, any other questions?
Senator GORE. Well, yes, sir.
I notice in your statement, Mr. Secretary, that you accept. the cost

,%location study of the Department of Commerce with respect to the
allocation of proportionate tax burden as between different. c-ltegories
of highway users.

Mr. FOWrAR. Yes, sir.
Senator GORE. But you reject the same study as to dedication of

the revenue from highway user taxes.
Mi'. FowLmR. We rejectthe interpretation of that, sir, that it would

call for any additional transfers, for the reasos that I think are stated
in the President's message. He addressed himself to this in his mes-
sage. Director Bell of the Bureau of the Budget will develop the
reasons for the President's rejection of this particular 8 percent prin-
Ciple in his statement.

Senator GORE. Well, I was not. asking you for the reason: I was
asking vou for the fact.

Mr. FOWLER. We do not agree with that interpretation, Mr. Sena-
tor.

Senator GORE. Thank you, Mr. Chairman. I want. again to con-
gratulate the Secretary on a. good appearance and his familiarity and
his gyrasp of this problem.

Mr. FOWLER. Thank you, Senator.
The CHAIR.MAN. Senator Hartke?
Senator HARTKE. Mr. Fowler, I am glad to see you.
Under the present setup, either with the Heuse bill or the Presi-

dent's recommendation, under both circumstances, is it anticipated
that the highway program can be completed in 1972, 'in September?

Mr. FowlER. Yes, sir.
Senator HART . In other words, as far as the actual completion

of the highway is concerned, both of them would provide sufficient
funds; is that right? Both plans?
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Mr. FOWLER. I think the answer to that is "Yes." There is some
difference in our view. We think that there is at least one soft spot
in the estimates in the House bill to the extent of about $400 billion.

Senator IIARTKE:. And assuming that no bill is passed, of course,
then the completion under the present schedule and under the present
law. it could not be done by 1972 and probably would be more nearly
1980; is that right ?

Mr. FowmEiR. If the scale that would be indicated would be carried
through, it. would probably be about a 5-year stretchout.

SCIator IIARTJHE. About 5 years, which would make it about 1977.
Mr. FowJ,E. 1977 or 1978.
Senator IIAirrKEB. ,Just for the sake of the record, in the event of the

present, amendment which bears the distinguished chairman's name,and which is the so-called pay-as-you-go system, if no new taxes
were put in whatsoever, either the President's proposal or the House
bill, and if the amendment bearing the name of the distinquished
chairman, the so-called Byrd amendment, were removed, the highway
program would still be completed in 1972 as far as construction is con-
cerned, but the payment of the )r sent, taxes which have been imposed,
without the addition of the Presidents requirement or the present
House bill, would than be extended to about, 1980; is that right?

Mr. FowLniR. That is right.
Senator IJARTKE. That is all; thank you.
The CIIA1.3AN. Any furtherquestions?
(No response.)
The CAI~x. .M1.A,. Thank you very much, Mr. Secretary.
The next. witness is the Honorable David E. Bell, Director of the

Budget.

STATEMENT OF HON. DAVID E. BELL, DIRECTOR OF THE BUREAU
OF THE BUDGET

Mr. BELL. Mr. Chairman, and members of the committee, I am
pleased to appear before this committee to review with you the ques-
tion of highway finance, and to comment, upon the provisions of Ih.R.
6713 which you have under consideration.

I should like l)rimarily to discuss the relationship of decisions on
highway financing and the level of the highway program to the overall
budgetary requirements of the Federal Government. In recognition
of the fact that this committee's concern is with title II of H.R. 6713
I will not make other than passing reference. to the fact that title I
of the bill as reported by the Senate Committee on Public Works
contains neither the billboard provisions recommended by the admin-
istration nor the recommended provisions permitting assistance in the
relocation of families displaced by highway construction.

The administration has recommended the extension of the existing
provisions for billboard control and an increase to 1 percent in the
bonus available for compliance. The relocation assistance proposed
would be limited to the administrative costs of State personnel aiding
families in finding new homes, and would not include the actual pay-
ment of relocation costs.

With respect to title II, let me say first, in summary, that I em-
phatically urge your support of the proposals which the Prosident
submitted to the Congress in his highway message of February 28,
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1961, as providing the most desirable method for financing the high-
way program. 1he administration has carefully consider the alter-
native solutions proposed by the House of Representatives and we
believe that they fall short of the objectives consideird essential and
desirable by the President.

Federal legislation adopted in 1956 authorized a program to assist
in meeting the future needs of high transportation which substantially
increased Federal highway grants and provided a schedule for com-
pleting the Interstate Highway System by 1972.

Today, our transportation requirements are as critical as they were
when the 1956 program was adopted. Yet in spite of this urgency, the
highway program is threatened with a serious slowdown at the very
time when the objective of completing the Interstate System by 1972
actually requires an acceleration in expenditures.

The legislation adopted in 1956 established the principle that Fed-
eral support of tlis expanded program should be financed on a self-
sustaining basis by highway users rather than by the general taxpayer.
Adoption of section 209(g), the so-called Byrd amendment, acted to
reinforcm this principle by limiting the level of annual apportion-
ments to amounts which will result in expenditures in any year no
larger than the anticipated available revenues.

The Congress also expressed its intent to maintain this approach
in the clearly stated principle that whenever total receipts of the
highway trust fund are expected to fall short of total anticipated ex-
penditures "the Congress shall enact legislation in order to bring
about a balance of total receipts and total expenditures."

We face today the very problem for which this 1956 provision was
designed. Revised estimates of the cost to complete the Interstate
System will require an increase of $11.6 billion above the total au-
thorizations of $25.4 billion now provided. Moreover, current and
future apportionments must be reduced below the authorized levels
unless congressional action provides additional revenues.

The present crisis is an outgrowth of the limited revenues, available
in the highway trust fund. Under existing law, on July 1 this year,
the motor fuel tax will drop from 4 cents per gallon to 3 cents per
gallon. Thus, fuel tax revenues to the trust fund are scheduled to
decline at the same time that expenditures should be scheduled to
rise. As the President has indicated, such a reduction would be
wholly contrary to the basic premise on which the 1956 Highway Act
was established and would be fiscally unwise. It'was opposed by the
previous administration, and is opposed by the present administration.

Under present law, the revenue lost to the trust fund by the reduced
motor fuel tax would be temporarily replaced, for the next 3 years, by
revenues from certain automotive excise taxes to be transferred from
the general fund. This transfer might serve temporarily to balance
the trust fund-although it would not prevent the necessity for re-
ductions in allocations beginning on July 1. But the balancing of the
trust fund would have the net effect of reducing general fund receipts
by $2.5 billion over the next 3 years.

The House of Representatives recognized the unsoundness of the
present situation and their action as proposed in H.R. 6713 has gone
far to correct the serious defects of existing law. Their proposed
continuance of the 4 cents per gallon tax on gasoline, the limited in-
creases in charges against heavier trucks, and the restoration of the
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automotive excises to the general fund provide a sound and realistic
al)proachi. The provisions of H.R. 6713, have, therefore, )artially
met, the financial objectives outlined by the President.. However, there
are two significant respects in which" it differs from the administra-
tion's proposal.

1. The administration proposed a schedule of tax rates on diesel
fuel, tires, inner tubes, tread rubber and truck use that was based
upon conclusions of a study by the Bureau of Public Roads which
clearly supports the raising of additional revenues from trucks. We
believe this proposed schedule would place a, fair share of the costs
of highway construction upon the heavy truck user. H.R. 6713 does
not provide for all the increases requested. It thus remedies only
partially the current inequitable situation under which other highway
users must bear a disproportionate share of the program's costs.

2. The President proposed continuance of the program's self-
financing feature with the program being financed from those user
taxes designated in 1956, at. rates sufficient to pay the full cost of the
prograin and without any charge on general revenues. -. R. 6713,
however, would transfer to the highway trust fund the remaining por-
tion of truck and bus excises which otherwise would be retained in
die general fund to support, other programs of the Government.

This proposed transfer would be in our opinion unwise, viewed in
the light of overall budgetary requirements and priorities.

At the end of March a general fund deficit of $2.8 billion was esti-
mated for fiscal year 1962. As you know, since that time the Presi-
dent. has found it necessary to request increases in the budget for our
defense and space programs, and for other urgent national needs.
In total, we estimate that the proposals in the President's message of
May 25, excluding civil defense, for which exact estimates are not yet
available, will add more than $700 million to budget expenditures in
1962.

In this message the President stated that "if the budget deficit, now
increased by the needs of our security is to be held within manage-
able proportions it will be necessary to hold tightly to prudent fiscal
standards." He also pointed out that various actions will be neces-
sary to accomplish this objective. One of those which he cited was
the provision of full pay-as-you-build highway financing.

Of course, the estimates for fiscal 1962 are subject to change. The
year has not yet begun and the results will depend on economic devel-
opments, and on actions by the Congress on the President's appropria-
t ion requests and legislative recommendations. Downward, as well
as upward revision, can occur. Clearly, however, H.R. 6713 would
increase the anticipated budget deficit if it is enacted.

The alternative, which we believe to be the sound approach, is to
raise the needed additional revenues from those user taxes designated
in 1956 to support the highway program. As the President stated
in his highway message we are not better able to pay our bills as a
nation by merely shifting money from one pocket to another. Any
other course than that proposed by President Kennedy would merely
shift an additional burden to the general population and would be a
departure from the fundamentally user-financed principle underlying
lie highway program.

At this point I should like to call your attention to the reasons
given by the House Committee on Ways and Means in proposing to
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transfer $143 million next year from tile general revenues to the high-
way trust fund by dedication of the remaining manufacturers' excis
tax on trucks, bises, anlld trailers. Tie. committee, in report-ing its
recommendations on It.R. 6713, stated that, it. "was impressed with
the non-highway-user xnefits which will be derived from the high-
way program."

Tihe reasoning of the committee was evidently influenced by tei cost.
allocation stuy made in the Department of ConlImerce, duringg the
previous adllinist ration which contains a finding that 8 percent of the
cost, for Federal-aid highways should be assigned to revenue sources
other than those derivedfrom highway users.

President Kennedy has statedI that th basis of this part of the
study is open to serious challenge. After careful review, the ad-
ministration has concluded that it. could not accept the argument that
the so-called nonuser benefits obtained from Federal-aid highways
justify any change in the present reliance on user taxes to finance
the Federal share of highway costs. Three main approaches to Ineas-
uring 1onuser benefits are described in the report. Each of them,
in our opinion, fails to make a. case for diverting general fund reve-
nues to the highway trust, fund.

It, should also be pointed out that even if noniser benefits could be
measured satisfactorily, it, does not follow that Federal general fuld
revenues should finanCe the highway program. A significant, part
of the costs of Federal-aid highways are borne by State and local
governments who are free to raise their share of such costs from
nonuser sources.

This approach would be consistent. with the findings of the cost al-
location report that nonuser benefits are primarily local in nature.
Furthermore, the general fund is presently contributing approxi-
muttely $139 million annually to highway construction in 1)ublic do-
mAin areas and to meet special defense requirements which also serve
the needs of highway users; and the trust fund currently receives $60
million in annual revenue from nonhighway users.

With your permission I would like to place in the record at this
time an analysis of this port ion of the cost allocation study which
supports the conclusions reached by the administration that no addi-
tional charges against Federal general revenues are justified.

Would tliat be satisfactory, Mr. Chairman, if I place this in the
record?

The CHAInTMAN. Without objection, it is so ordered.
(The document referred to follows:)

HIGHWAY COST ALLOCATION STUDY AS A BASIS FOR DIvERSION OF GENERAL FUND
REVENUES TO FINANCE FEDERAL-AID HIGHWAYS

The basic argument for diversion of general fund revenues is (a) that sub-
stantial benefits from the highways accrue to other than highway users, (b) that
these nonuser beneficiaries should pay a fair share of highway costs but are not
presently doing so, and (c) that the best way to obtain an appropriate contribu-
tion from nonusers is to charge the general fund of the Treasury-thus, the non-
user Is equivalent to the general Federal taxpayer.

Part III of the highway cost allocation study addresses itself to this argument.
The report itself states:

1. "That definitive answers to questions of cost allocation between users and
nonusers cannot be reached solely through analysis" (p. 4),

2. "No adequate method of measuring nonvehicular benefits has been de-
veloped" (p. 6), and
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3. "Accordingly, the percentages derived, on the basis of the assumptions
adopted, and the measurement techniques employed for this study, do not
constitute complete answers to questions of Federal highway financing policy"
(p. 9).

Nevertheless, in response to the congressional mandate in section 210 of the
1956 Highway Act, the report presents numerical findings allocating highway
trust fund requirements to motor vehicle user taxes and other revenue sources
as follows:

(A mount in millions)

Federal-aid highway system

It em Total
Interstate Primary Socondary

Amount Percent

Not chqliable to inotor-vehicle users:
1. 1)iroet costs ------------------------- - $7 $13 $6$6 2. 1
2. General allocation to nonusers ..... 71 35 80 186 5.9

rotl romiusers ------------------- 118 48 86 252 &. 0
Chargeable to motor-vellee users --------- 2, 02 599 217 2,8% 92.0

Total anual cost --------------------- 2,200 &17 303 3,150 100.

InI spite of the qualifications cited iII tile report, some )ersoils have onc(luel
that the report supports a charge of 8 percent to the general fund of the Treasury
to supirt. the Federal-aid highway program.

As the President said in his highway message, "The Iasis of this part of the
study is open to serious challenge; but even aside from that, it must he remem-
l)er(qd that-

(a ) The Federal highway trust fund is not paying for 100 percent of this
.ystem. A nornial portion of 10 percent is already btrne by the States, reflecting
the benefits they receive, and which they are free to raise from nonusers if they
choose.

(b) The prox sed (liversion of more than $800 million cannot possibly be
justified by the 8-percent figure-which equals only $250 million.

(c) The trust fund already receives nearly $60 million Income from nonusers;
vehicles used off the highways, motorboats, and the like; and at the same time
it is not charged with some $140 million worth of other road programs benefiting
the highway user but now charged to general revenues, though their users must
pay gas and other taxes Into the trust fund.

"In short, there is no justification for unbalancing the budget by the scheduled
diversion of more than $800 million from the general fund to the highway trust
fund-"

These issues tire discussed in more detail below:

DIRECT COSTS ($60 MILLION; 2.1 PERCENT)

Among the costs found "chargeable to other revenue sources" are those which
the highway cost allocation study calls "direct cost items": (a) special bridge
loading and overhead clearances which are attributed entirely to military require-
mnents. (b) navigational clearance requirements, primarily high bridges or
opening bridges to permit slips to pass under highways on navigable waters,
(c) relocation of public utility lines from highway rights-of-way, and Id) trust
fund apportionments to Pterto Rico which makes no contribution to the highway
trust fund.

Military loading anmd clearane.-These military design components will benefit
directlyy and substantially the special permit carriers on the Interstate System
an( with further technological advancements iI the motor carrier Industry will
be of benefit to other large commercial carriers. An analysis of the trend on
the limitations on weights and measures of commercial vehicles reveals a con-
tinuing upward movement in allowable weights and vertical clearances. It is
further noted that increases in weight and dimension for trucks using the
Interstate System were requested by the American Trucking Association in the
fall of 1960 to permit commercial users to take advantage of the higher standards
of that system.
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Navigational clearance.-The argument is advanced that the costs of higher
bridge clearances over streams is not a proper cost to highway users. However,
the rights of other methods of transportation must be considered in highway
construction and the fact that these rights are protected under declaredd public
policy implies that the highway user should be responsible for meeting the
requirements of such public policy. If any part of such costs is not borne by
highway users it should be assigned to waterway users and not considered as a
direct charge against the general Government.

Utility relocation.--Under existing law more than $44 million of Federal funds
annually is to be spent in relocating the wires, pipes, and related facilities of
privately owned utility companies from highway rights-of-way. The cost alloca-
tion study simply assumes that none of this expense should be borne by highway
users. No need is apparent, however, for assgning this cost to the general fund.
The law itself by authorizing payment of utility relocation costs out of the
highway trust fund as a necessary expense of highway developmentt, im)lies
that these costs are a proper charge against highway users. Another reasonable
approach might be to assign such costs to the utility companies who would pass
them on to their customers.

Nonuser receipts.-As an offset to the above "direct costs," the report points
out (p. 41) that the trust fDid now receives $60 million from other than high-
way users, and that in addition it is estimated that over $3 million Is paid by
the Department of Defense alone in Federal automative excise taxes for off-
highway use.

GENERAL ALLOCATION TO NONUSERS ($186 MILLION; 5.9 PERCENT)

Three main approaches to measuring nonuser benefits are described in the
report. Each of them, in our opinion, fails to make a case for diverting general
fund revenues to the highway trust fund.

Economic impact studics.-Studies conducted by various State highway de-
partments show that land values tend to increase along highway rights-of-way
after new highways have been constructed-some faster, some about the same,
some not as fast as other land values in the area. These studies contain many
weaknesses. For example, only passing reference is made to the numerous ad-
verse effects of new highway locations and construction. While all value in-
creases are considered evidence of benefits, no adequate demonstration is made
that all of these Increases are attributable to highway development. Nor is
there any attempt to separate the forces of general economic growth and de-
velopment from the effects of highway development on land values.

With respect to other types of economic considerations the data presented are
not conclusive and provide no measure of nonuser cost responsibility for highway
development. The report states (p. 4) "The economic impact studies, and the
Input-output analysis indicate increments of benefits deriving from the high-
ways. Just as in any other context, they indicate the benefits of capital
investment The existence of a dividend of this kind, however, does not of it-
self prove that there should be a proportional tax contribution from nonuser
or general revenue sources."

Relative use study.-This study attempts to determine the nonuser cost re-
sponsibility for Federal-aid highways by measuring the extent to which such
highways provide neighborhood and access services to adjoining land. Neighbor-
hood and access services are defined as individual portions of vehicular trips
(neighborhood service Is based on arbitrary determinations of trips within a
certain area; access service Is the distance in the direction of travel along the
road or street serving the point of trip origin to the first intersection, plus the
distance from the last intersection to the destination). Only the through-traffic
component of trips Is used as the measure of the motor-vehicle user share of
cost responsibility.

This analysis accepts as a basic premise the questionable assumption that In
some way portions of vehicular trips can be translated in the same proportion
into allocable cost responsibility to nonuser interests.

In view of the fact that the study measures use by through traffic and nonuse
by local, access, and neighborhood traffic, it would seem appropriate that this
measure should also be applied in defining which Federal taxes are counted as
user payments; as it now stands, Federal motor fuel taxes are considered to
be user taxes regardless of whether travel is local or through traffic. In other
words, fuel and other taxes paid as a result of the so-called nonuse portion of a
trip should be counted as nonuse support of highways. The study does not
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recognize this inconsistency. We can only conclude from the results of the
relative use study that it demonstrates that there should be no basic change in
the present highway financing system, since present highway taxes appear to be
a sound method of meeting both the user and nonuser cost responsibilities.

Earnings-credit ahudy.-This study is based on the premise that all or a major
part of the responsibility for the cost of primary highways should be charged
to users, and that roads and streets serving only local or access needs should be
financed mainly from levies on the benefited property.

While this may or may not have been a valid premise historically when the
users of the adjoining property were the main users of the road, it hardly seems
valid in the present motor age when practically all roads, streets, and highways
are built for general motor vehicle use.

Furthermore, the Federal Government is only one of the participants in the
financing of highways, but the method of financing at State and local levels is
ignored in the study. Logically the total financing plan should be taken into
account, especially since 75 percent of the Nation's roads and streets are not on
the Federal-aid system and since nonuser contributions in the forms of general
property taxes are proportionately heavier in this arefi.

Finally, the following observations are pertinent:
1. Local itature of nontuicr betwflt&.-Even if nonuser benefits could be meas-

ured satisfactorily, it does not follow that the Federal Government should be
expected to share in financing the costs associated with such benefits. As the
report makes clear, these benefits are primarily local in nature: they are based
predominantly on local access and neighborhood needs. Obviously State and
local governments can best levy the taxes appropriate to recoup the cost of any
such benefits.

2. General fund financing of highway. -The general fund already supports
certain highway programs without compensation from highway users. Forest
and public lands highways, Defense access roads, forest development roads and
trails, Indian reservation roads and bridges, park roads and trails, and parkways
costing approximately $139 million in fiscal year 1962, provide service to high-
way users. They pay gasoline taxes in connection with this use, but these tax
revenues go to the highway trust fund rather than to the general fund from
which the expenditures are made.

These expenditures should also be considered offsets in deciding whether to
make any general fund contribution to the cost of the Federal-aid highway
programs. With respect to the forest and public lands highways, a better so-
lution would be to transfer their financing from the general fund to the highway
trust fund since they are generally integral parts of the Federal-aid highway
systems.

CONCLUSIONS

Conclusions are (a) that nonuser benefits on Federal-aid highways are not
measurable by existing techniques, (b) that the techniques used in the study
fail to take into account some essential factors, (o) that the general fund already
makes a substantial contribution to highway construction, and (d) that even
if nonuser benefits could be demonstrated they should be assessed by State and
local governments and are not a proper charge to the general fund.

Mr. Bell, in view of the above considerations, the proposals for
-solving the present financial crisis which have been recommended by
the President, seem clearly to offer the most effective and equitable
means of continuing construction of the Interstate Highway System
on schedule, because:

(a) They are consistent with the original legislative intent of main-
taining a "pay-as-you-build" progrm;

(b) They.provide for a more equitable adjustment in existing tax
rates in assigning to truck users a greater share of the increased
highway costs; and

(c) They would not add to the anticipated budget deficit by trans-
fer-ing revenues from the general fund.

I would also like to recommend for your consideration two addi-
tional changes in existing law proposed by the President, which would
affect the highway trust fund. These proposals concern transferring

70680 O-61-----4
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to the general fund receipts from aviation gasoline and financing for-
est and public lands highways from the highway trust fund. The
House has taken no action to incorporate these provisions in high-
way legislation.

The President has asked the Congress to retain aviation fuel tax
receipts in the general fund rather than continue their transfer to the
highway trust fund as is presently done. Aviation fuel taxes are
clearly not a highway use tax and it. would seem equitable and logi-
cal, in conformance with the user charge principle, to retain the rev-
enues from this tax in the general fund to assist, in meeting the rapidly
mounting costs of our air transportation services.

The President has also proposeA the elimination of another defect
in the present situation by transferring the financing of forest and
public lands highways out. of the general fund into the highway trust
fund. These highways are primarily parts of Federal-aid highways,
and, like them, should be financed from the taxes levied against their
users which are now deposited into the highway trust fund.

I might emphasize at this point, Senator Anderson, that these
highways are not what are commonly called access roads to national
forest or other public land areas, but instead are parts of the main
highway system which are laid out across the public domain areas.

Senator ANDERSON. And are therefore used-by the general public
for recreation, largely?

Mr. BELL. Recreation and other purposes; yes.
I hope the committee will act favorably on these proposals.
The CHAIRMAN. Senator Anderson.
Senator ANDERSON. The Housn in its bill collects $7,916 million for

gasoline taxes. The President's proposal would gather only $7,755
million. He thinks it i-3 better to take the figure he has recommended
instead of th?. House figure. The House figure is a little larger.

Mr. BELL. On the gasoline tax, sir?
Senator ANDERSON. Well, table 5 gave us those gasoline and other

fuels and the President's figure on that is $7,755 million, whereas
gasoline and other motor fuels in the House bill given in table 7 is
$7,916 million. That is $116 million more under the House bill.

Can you tell us what causes that?
Mr. BELL. I think, possibly, sir, subject to correction from my

friends in the Treasury, the difference reflects the fact that the
President has proposed to transfer the aviation fuel tax receipts from
the trust fund and put them into the general fund:

Senator ANDERSON. Oh, that is a 3-month extension on that.
Mr. BELL. It may also be that the 3-month extension is involved

in that figure. Would you like us to supply a detailed explanation
for the record?

(The following was later received for the record:)
Revenues from gasoline and other motor fuel taxes are $161 million higher in

the proposals under H.R. 6713. This difference results from the recommenda-
tions contained in the President's proposals that aviation, fuel taxes be trans-
ferred to the general fund. Both tables 5 and 7 include the 3-month extension
of the highway trust fund beyond June 30, 1972.

Senator ANDERSON. Yes.
The next, item, on diesel fuel, the President's proposal would bring

in $1 billion and the House proposal would bring in only $420 million.
Mr. BE.LL. Yes, sir; the President's recommendation was for a

larger amount of tax per gallon of diesel fuel.
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Mr. ANDERSON. And the President still feels that is a proper tax
to put on it?

M r. BELL. Yes, sir; he does.
Senator ANDERSON. Have you made an analysis of the differences

between what the President. proposed and what the House proposed
on each of the items?

Mr. BELL. Yes, sir, we have. You mean an analysis in terms of
the-

Senator ANDERSON. Dollars and other means?
Mr. BELL. Yes, sir.
Senator ANDERSON. Could we have that sometime? You refer to

them as you go along.
Mr. BELL. I would be very glad to put that into the record.
(This information is included in a table by the Treasury Depart-

Inent which appears on D. 31.)
Senator ANDERSON. The difference between the President's program

and the House program.
(Hands copy to Senator Anderson.)
Senator ANDERMON. I have no other questions, Mr. Chairman.
The CHAIRMAN. Senator Hartke.
Senator HARTKE. Mr. Bell, let me ask you, are all highway user

funds now going into the trust fund?
Mr. BELL. There are taxes, sir, on automobiles and other things,

which are going into the general fund. They are often referred to
as highway user taxes. If that is your definition, then the answer is
that, a substantial proportion of them is going into the general fund.
I do not mean to indicate any skepticism about that definition. It
seems to me personally to be reasonable.

Senator HAirKE. Is that your definition?
Mr. BELL. We normally call them highway user taxes.
Senator HARTKE. The general concept you are following here is that

the aviation tax should not go to the highway trust fund because it is
not a highway user tax, is that right?

Mir. BELL. That is right, yes, sir.
Senator HARTKE. Therefore, to be perfectly consistent, it would be

better to say that all highway user funds should go to the trust fund?
Mr. BELL. Well, this is a matter, as I understand it, which was taken

up by the Congress at the time of the 1956 act. It was then decided,
on grounds that I am not familiar with, since I was not here at the
time

Senator HARTKE. I was not either.
Mr. BELL That certain of the highway user taxes should be trans-

ferred and dedicated to the support of the highway construction pro-
gram and an additional portion should remain in the general fund.

Senator HARTKE. Yes.
Mr. BELL. I assume that one of the considerations which was in-

volved is tht. one can argue the case for raising part of the revenues
needed to finance general Government activities by excises on these
goods, just as other excises are raised on many other goods and de-
posited in the general fund and used in support of general Govern-
ment activities.

Senator HARTh. But the recommendation is now made here and
does require that and uses as a basis the fact that aviation gasoline
tax being not a matter for highway users, should be taken away from
this fund and put. in the General Treasury?
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Mr. BELL. Exactly.
Senator HARTKE. And the concept, then, and the logical result would

be that. highway users taxes should be used exclusively for the con-
struction of the highways and for the users' trust fund?

Mr. BELL. I do not believe that the converse follows as simply as
that or as exactly.

Senator HAraTKE. Well, I will say this, I am just asking a ques-
tion. I do not feel that, necessarily, Congress is bound by the 1956
act in any of its aspects, because now the estimates which were made
there are requiring additional legislation.

Mr. BEt. Yes, sir; that is right.
Senator HArKE. And that is to involve any change in the 1956

act and we are not bound by that in any aspect, are we?
Mr. BELL. No, sir; ou certainly are not. I take it that, a direct

response, though, to the point you are making would be that to say
the highway trust fund should be financed by dedicating a part of
highway user taxes to that purpose, which is what, Congress did, does
not inevitably lead to the conclusion that we should also finance a
part of the highway trust fund by dedicating aviation fuel taxes.
That is the point I was trying to make.

Senator HAMME. I was'not making a point of how it should be
done, but I was thinking as a matter of logic, it would seem that if
you feel that certain taxes which are not users' taxes should be now
moved over and put into the general fund, then it would just as
logically follow, that users' taxes should be placed into the highway
trust fund.

Mr. BELL. We certainly agree, Senator, that highway construction
should be financed from highway user taxes. There is no difference
on that point. The question only is whether it is also legitimate and
proper that some highway user taxes should go into the general fund
of the Treasury. It seems to me that that argument is not logically
settled by proposing that. the aviation fuel taxes, which clearly have
nothing to do with highways, should be transferred from the highway
trust fund back to the general fund. This is the only point of logic
that I meant to emphasize.

Senator ANDERSON, Mr. Bell, that points up why I made the re-
quest I did a moment ago. There are other uses for highway funds
besides the Interstate System, therefore, we ought to know how much
is coming in and how much is being used for all purposes. It would
be quite illogical, it seems to me, to transfer all of it for use on the
Interstate System when there are other uses being made of it for
the highway system. That is why I would like to see how much is
being taken in taxes and how much is going for the highway fund,
not just for Interstate System.

Mr. BELL. I will see that the list of tables you requested from Sec-
retary Fowler include this point.

Senator ANDERSON. Is not the highway trust. fund now used for
more than the Interstate Highway System?

Mr. BEiU. Yes, sir; it also covers the so-called Federal A-B-C
system.

Senator ANDERSON. Can you tell me which highway systems that
are under the Federal jurisdiction are not paid for out of the highway
trust fund?

Mr. BELL. Yes, there are a number of different kinds of highways.
The recommendation which the President made, which I referred to
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earlier concerning the forest and public lands highways, is a good
illustration.

Senator ANDERSON. Yes, that is one.
Mr. BELL. Then there are parkways, there are Indian reservation

roads and bridges, park roads and trails, defense access roads-au-
thorizations for these programs are expected to total in fiscal year
1962, about $139 million, which will be financed from the general
fund, although those who use those roads will, of course, be paying
their user charges, gasoline taxes and so on, into the highway trust
fund and not into the general fund.

(The following was subsequently furnished for the record:)

Highway construction programs authorized in 1962 to be financed front budget

Program 
Amount

1. Federal-Aid Highway Act of 1960 (authorizations)
Forest highways ------------------------------------- 3, 000, 000
Forest development roads and trails -------------------- 35, 000, 000
Park roads and trails --------------------------------- 18, 000, 000
Parkways ------------------------------------------- 16, 000, 000
Indian reservation roads and bridge --------------------- 12, 000, 000
Public lands highways ---------------------------------- 3, 500, 000

2. Defense access roads ------------------------------------- 17, 250, 000
3. Construction, National Park Service ------------------------ 3,458,000
4. Construction, Bureau of Land Management -------------------- 575, 000

Total ---------------------------------------------- 138, 783, 000
NoTZ.-Tbese are Identifiable programs authorized annually for road construction in

public domain areas and to meet defense access needs. Other individual projects are
financed out of general revenues from time to time for other special purposes. 'These items
have been excluded because of their one-time nature which would distort the average
annual level.

Senator ANDERSON. That brings up one more question. How much,
then, does the aviation gasoline transfer amount to?

M. BELL. $22 million, I believe.
Senator ANIDERSON. So the other amounts 6f highway funds being

provided from the Treasury is far greater than the aviation fund?
Mr. BELL. Ye., sir, you are quite right.
The CHAIRMAN. Thank you very much, Mr. Bell.
The next witness is Hon. Frank L. Barton, Deputy Under Secretary

of Commerce, accompanied by Mr. Frank Turner, Deputy Commis-
sioner, Bureau of Public Roads, and J. C. Allen, Assistant Commis-
sioner in Charge of Office of Administration.

STATEMENT OF FRANK L. BARTON, DEPUTY UNDER SECRETARY
FOR TRANSPORTATION, DEPARTMENT OF COMMERCE; ACCOM-
PANIED BY F. C. TURNER, DEPUTY COMMISSIONER, AND 1. C.
ALLEN, ASSISTANT COMMISSIONER IN CHARGE OF OFFICE OF
ADMINISTRATION, BUREAU OF PUBLIC ROADS

The CHAIRMAN. Proceed, Mr. Barton.
Mr. BARTON. Mr. Chairman I would like to convey to you the re-

grets of Under Secretary ]Dan VMartin who is unable to be here today.
He is necessarily out of the country and he asked me to say that to
you.

Mr. Chairman, I am privileged to represent the Department of
Commerce at these hearings on highway financial matters, particu-
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larli H.R. 6713. As you well know, there is urgent need for action on
a suitable financial program before the end of the fiscal year. At that
time, certain taxes will lapse and certain other revenues now con-
tributing to the general fund of the Treasury will be transferred under
1,ebizt [aw into the highway trust fund to the detriment of the finan-
cml1 condition of the Government and the welfare of the general tax-
payer. At the same time we have other pressing highway policy mat-
ters in need of action.

The administration, under the leadership of the President, has
advanced a systematic program to meet both the urgent situation
with respect to the lapse of- revenues, ad the basic long-range con-
dition of the highway program. This program was set forth in a
message from the President on February 28, 1961, and from this
message the administration's highway bill was derived.

The President's highway policy is essentially this: Complete the
Interstate System by 1972 as originally planned; provide some in-
creases in fund authorizations for the other Federal-aid systems; and
finance these added expenditures out of increases in taxes on highway
users. A specific tax program was proposed which was designed
to provide an equitable sharjig of cost responsibility among the dif-
ferent classes of highway uue'Ps. This program was' based on factors
developed from a comprehensive study directed by the Congress in
1956 and submitted early this year.

The President's program also included adjustment of the author-
izations in the interstate program to be in line with the most recent
cost estimates. Other substantive items were also included, such as
extension of the deadline for States to Qualify for bonuses for the
control of billboards, increases in these b~nusep, and some provisions
to assist persons displaced from their homes by highway projects.

The Department of Commerce urges the committee to consider
and adopt. the President's program. It is sound financially, based
on the principles of equity to highway users and fairness to the general
taxpayer. It would attain these objectives and at the same time
enable the Nation to attain its highway goals.

Because of the scope of the highway prognm, it is extremely im-
portant to this administration's objectiv-e of promoting the develop-
nent, of a strong economic base on which other economic programs,
both private and public, can be advanced. 17he transportation of
goods and people is a dominant factor' in our, whole economic and
national life and it therefore requires a large measure of attention
on our part. Much of this transportation is accomplishel by auto-
mobiles, trucks, and bxses., The highways gver. which theselvehicles
can be operated&to movqpegple ai d goods at today's, daily traffic
volumes of abbut 2-bifliou vehicle ,,nules must keep, pace with' the
demands being made ipon' them at the prsnt timend which -will
be made in futur46 years. To do bthrwis" would affect adversely
many other facets of our national life and economy,

Tho Department of Commerce "and the Bureau of Public Roads
take pride in the 'fAct that thb highway progrmpm i progi)e ing at
the Peak rate permt4ed by the revenuesavaidlable to teihighway
trust fund. We know'thati the highway program could and would
go faster if revenues permitted.

48



HIGHWAY FINANCE 4

Under the present law, interstate funds totaling $25.440 billion
have been authorized to be appropriated. Under the pay-as-you-go
provisions of section 209(g) of the Highway Revenue Act of 1956,
an apportionment of $2 billion can be made this summer for the
fiscal year 1963, but the interstate apportionment for fiscal year 164,
to be made next year, must be reduced to about $1.5 billion under
present estimates. Subsequent fiscal year apportionments would
range from $1.5 billion upward, with a balancing apportionment of
$1.625 billion for the fiscal year 1970. These are the maximum ap,
portionments that can be made for the interstate program with pay-
as-you-go financing under present legislation andrevenues,

While this is a substantial program, the present rate of advance
will not permit the Interstate System to be, completed by 1972.
Additional funds will be needed. As you know, the new 1961 cost
estimate of $41 billion for completion of the Interstate System, of
which $37 billion is the estimated Federal share was submitted to
the Congress last January. This cost, estimate Las been carefully
prepared by the State highway departments in cooperation with the
Bureau of "Public Roads. It is recommended that. the estimate and
apportionment factors derived from these estimates be approved by
the Congress for use in apportioning interstate fuinids for the fiscal
years 1963, 1964, 1965, and 1966. The apportionment of 1963 funds
scheduled to be made later this year cannot. be made until the 1961
cost estimate and apportionment factors have been approved by the
Congress. This approval is provided for in section '102 of the bill
before you, H.R. 6713. , Section 103 -of the bill provides the additional
authorizations needed for completion of the highway system by
1972 under presemit estimates, "
Tb. pro'Vid6 the needed additional revenues nvolVed, the President

recommended oertaiii proposals for financing the highway program
in his message to Con gress.'. Iere 'lie pron)osed ndw tax whedules
to provide:, additional;revenues totaling $9.74 billion, which are' re-
quired for completion of the Interstate System in 1972, as originally
planned, together with an increasing level of A-B-C authorizations
and the financing of forest. highways and public lands highways out
of the highway trust fund. The estimatedtotal revenue" underthe
President's proposals would meet financing requirements fo' 'the

billion interstate program and for the A-B--C and other road

Ho.R. 6713 differs in shMedmateirial iespec ts from the :President's
program, even though it provides for approximately the same amount
of income to the trust fund. The bill ddot'tot provide any'differential
on diesel fuel, in spite of the fact that all studies show that diesel-
powered trucks pay far less ii highway taxes milkage consider., than
comparablegasoline-powered trx_?,4:;1 HR. 6713 raises the vehicle USe
tax on'trueks "over:26,000 pound 'gfrOss' weight froth 1.54. to $3 per
thou&-nd, whereas; the,Presidet!.has recommended -tt increte. tO
$5 per thousand.' The bill further, would increase the ax,'on tmrtd
rubber to 5 cents pev pound rather than t10'0eonts;s))r eit fted
in the Pr6sident's message. Because of, these differences, H.R. ,6713
would cause an initial revenue defieneyl of about, $150, million', ah-
nually to"the Federal Twesury., ' ' -'

The deflcientmy wouldd be made up by transferring 'from th general
fund to the highway trust fund: the revenues from 5 percentage points
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of the excise tax on new trucks. Presently one-half of the tax revenue
is placed in the general fund and one-half in the highway trust fund,
but H.R. 6713 would place it all in the trust fund. We do not believe
that the accelerated program for highways should be financed at the
expense of revenues now going into the general fund. We cannot
allow the highway program to affect, the Government's fiscal solvency.

But in addition to its disadvantage from the standpoint of the fiscal
position of the Government, the transfer fails in terms of equitable
apportionment of highway cost responsibility. The greater part of
new truck sales are smaller trucks which our studies show to be
already paying their way.

Another objectionable feature of H.R. 6713 would place it all in the
trust fund, We do not believe that the accelerated program for high-
ways should be financed at the expense of revenues now going into
the general fund. We cannot allow the highway program to affect
the Government's fiscal solvency.
. But in addition to its disadvantage from the standpoint of the fiscal
position of the Government, the transfer fails in terms of equitable
apportionment of highway cost responsibility. The greater part of
new truck sales are smaller trucks, which our studies show to be al-
ready paying their way.

Another objectionable feature of H.R. 6713 is that it would retain
the revenues from the aviation gas tax in the trust fund. We advo-
cate that these revenues should go to the general fund, since the trust
fund was set up strictly for the benefit of highway usc:s.

The tax rates proposed b the President are supported by the find-
in of the highway, cost action study recently published as House
Documents Nos. 54 and 72 of this session of the Congress. We have
additional supporting data from the road test conducted by the Amer-
icanAssociation of State Highway:Officials in Illinois, and this new
information supports the published findings. Mr. Turner can supply
additional dekaiIs on this information. You *will recall thatithe high-
wy cost allocation study was provided in section 210 of the Federal
AidHighway Act of 1956, and we believe that it Wvas the intent of the
Congress that the findings of this study be considered in formulating
a highway financial policy.

A of the results of these tests and studies directed by the Congress
show the equity of increasing the taxes on the heavier trucks. We
realize that this will be an additional cost to the trucking industry,
and to the extent possible we have considered itg impact on this impor-
tant and growing sector of our transportation economy.

In the, decade of the 1950's trucking showed spectacular growth.
Its growth was not only absolute'but represented a continuously in-
creasing share of all intercity freight traffic, but at the present time
this is about 23 percent. The great growth in the trucking industry
was a major element in, the.,,eed. for. the acceleration of the interstate
highway program. No other- segment of our, economy will obtain
gre terbeiefits fromthis program than trucking.,

Highway -costs are a legitimate part of the oot. of a trucking busi-
ness, as are the costs of labor, equipment, repairs, fuel, and other cost
elements. Increases in highway.costs should stand on an equal foot-
ing with other necessary increases in the motor carrier cost structure.
Increases in highway costs will, be met by the industry in the same
manner, as other cost increases :, through greater efficiency or advances
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in rates. Better highways, of course, are a major factor in increasing
trucking industry efficiency.e

We estimate that the President's highway program will increase
the current operating costs of the trucking industry by less than 2
percent. Operating taxes as a whole represent a small percentage of
all motor carrier operating costs; about 6.5 percent in 1960.

It has been claimed that the relative tax burden of the trucking
industry has been increasing in recent years, considering both State

and Federal highway user levies. This is not the case. Since 1953,
when the Federal Government began levying its tax on diesel fuel
trucks have been paying each year about the same percentage of all
State and Federal highway user taxes. Since 1953 there have been
substantial increases in the carried loads of the heavier truck classes,
and the number of extra-heavy loads in the traffic on our main high-
ways has also increased. Because of the greater incidence of heavier
loads on our highways, it is reasonable that the proportion of user
payments paid by trucks should also increase.

In this connection it should be noted that an increasing number of
'the very heaviest, trucks are turning to diesel fuel, which enables the
industry to operate with a smaller use tax payment per unit of weight.
All our studies show substantial deficiencies in the highway-tax
payments chargeable to trucks using diesel fuel compared to gasoline-
powered vehicles of the same weight.

Many of the claims of the severe impact of the proposed tax pro-
gram on motor carrier profits are based on the year 1960. That year
was a very poor year for all industry and trucking profits were con-
siderably lower than ordinary. We believe that any fair comparison
of the impact of the taxes should be based upon more normal
experience.

I might add that there has also been a tendency to compare the
total amount of the increased truck taxes with the revenues and profits
of the class I and II motor carriers regulated by the Interstate Com-
merce Commission. Actually these. carriers account for less than
one-third of the freight carried on our highways. Roughly one-
third of the freight carried by motor vehicle is by private carriers
while another one-third may be carried by for-hire trucks exempt from
Federal regulation. These carriers are also subject to the Federal
highway taxes.

Some idea of the actual size of the motor freight industry would be
helpful to this committee, I believe. The portion of the industry,
subject to Federal regulation, carrying one-third of the highway ton-
miles, earned revenues in 1959-60 at the rate of about $7 billion an-
nually. It is interesting to note 'that this figure is beginning to ap-
proach railroad freight revenues which in 1959-60 were of the order
of $8 billion annually. We have no reliable data on expenditures
for private and exempt motor carriers. Based on their share of total
ton-miles and their probable unit costs of operation, they must account
for at least $8 billion, which added to the regulated sector of the
industry would make trucking a $15 billion industry. Certainly an
industry of this size is not threatened with extinction by the addition
of $400 million per year to its operating taxes.

We believe that the motor carrier industry will continue to be a
rapidly growing sector of transportation because of its great service.
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advantages to our economy. It will require increasing highway in-
vestment, and because it is a growth industry trucking can afford to
support investment in highways. I

In conclusion, Mr. Chairman, I wish to state again that the De-
partment of Commerce believes that the public interest requires com-
pletion of the Interstate System by 1972 in accordance with the origi-
nal timetable, together with continuation of the A-B-C program at a
somewhat increased level. We believe, too, tbat the highway program
should be financed on a pay-as-you-go basis in accord with the general
principles of the 1956 legislation and that the President's proposals
offer the most practical and equitable means for reaching these ob-
jectives. Realization of these goals is entirely a matter of providing
additional revenues to the highway trust fund. There is ample
existing engineering, contractor, equipment and materials capacity
to handle a program of this size with efficiency, integrity, and econo-
my. The Nation cannot afford to leave a part of tiis capacity idle,
even while our highway needs are increasing.

The ChAIRMAN. Senator Hartke.
Senator HARTKE. Frank, I am glad to see you.
ret me ask you, is it possible, in your opinion with the present

capacity of the States, to accelerate the program beyond the dat--
prior to the date of 1972 if the financing were available? Are you in
a position to answer that?

7Mr, BAWTN. Mr. Turner tells me it is reasonable, Senator Hartke.
Senator HARrKPJ It is possible?
Mr. BAMRoN. Yes, sir.
Senator HARTKE. And what is the earliest possible completion date

consistent with good engineering, that if the funds were available,
that the program could be completed?

Mr., BARTON. No more than about 2 year, Senator Harke. The
States would have trouble matching on this basis.

Senator HARTKR. That would be 1970.
And if it were accelerated to 1970, with either the adoption of the

House bill or the President's proposal, can you give any estimate as
to the increased cost if the amendment bearing tie chairman's name,
the Byrd amendment, were removed?

Mr. BArTONi. May we work up that estimate and place it in the
record for you, Senator?

Senator HARTKE. Yes, I would like for you to do that and I under-
stand that it is estimated approximately 4,000"lives a year could !e
saved if the highway program were completed; is that right?

Mr. BARTON. Approximately, yes, sir.
Senator IIARTKL And that it would alleviate about 150,000 per-

sonal injuries a year, is that right .
Mr. BARTON. Yes, sir.
Senator HARTKP. And that it would eliminate about $2,100 million

economic and property loss'if the highway program were completed?.
Mr. BARToNr. That is my recollection.
(The following was later received for the record :)'

PROORAM FoB CoMPLrFIONr OF TAE INTERTATE SYSTEM IN 1970
An accelerated program for completion of. ,the Interstate System In 1970

would require an additional $7.4 billion of expenditures, by June 30, 1970 over
the expenditures for either the President's program or' for H.R. 6713 both of
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which involve completion by Septeniber 30, 1972. Under the accelerated program
the full $37 billion of Interstate expenditures would be paid from the highway
trust fund by June 30, 1970, versus only $29.6 billion under either the President's
programm or the program under H.R. 6713. The final $7.4 billion of expenditures
under the latter program would follow with $3 billion in the fiscal year 1971,
$3.1 billion in the fiscal year 1972, and the final $1.3 billion in the fall months
of 1972.

Differences in rates of Interstate payout are shown by the attached tabulation.

Interstate expenditures

(Millions of dolla]

President's Increase required to
proposal complete n 1970

Fiscal year (and H.R. Completion
6713), in 1970

completion Annual Cumulative
in 1972

Actual:
1957 ................................................ 208 208 ........................
19&8 ............................................... 675 676 ........................
1959 ................................................ 1,501 1,501 ......................
1960 ................................................ 1,861 1,861 .......................

Estimated:
1961 ............ ............19V2 ................................................ 2,139 2, 2D5 66 661962 ----------------------------------------------- 2, 1 2,116 390 466

1983--------------------------------------------- 2,451 3215 380 1.261964 ............................................ 2, 431 3. 255 804 1.260

1965 ---------------------------------------------- 2,52 3,574 1021 2, 281
1967 ----------------------------------------------- 2,64 3,714 1,069 4,8801967 ............................................ 2,739 3,776 1,037 4,387

1968 -------------------------------------------- 2,838 8,801 W4~ 5,350
19698................................................ 8,90 1,0ON 6.3M
1970 ................................................ 901 3,99 1,008 7,
1971 ............................................................2, 9-2, 4,405
1972 ................................................ 3, I04 ------------ -3, 104 1, S01
1973 ................................................ 1,01 ------------ -1801 ..........

Total ............................................ 37,000 37, 00 ---------------------

Senator HARTKE. And if you were to assume for example, even at
any rate, if you could put a value on a person's life and just assume, for
the sake not of trying to estimate a person's life, but for the sake of
trying to give some comparison, that if you assume that even at a value
of $100,000 per life, which I know is not reasonable to any person who
is alive today, and assuming that on the personal injuries, you would
not exceed $25,000 a year, which would be for any one person less than
a sixth of a cent per minute for suffering, which would give you in
excess of $6 billion on that yalue alone to see wh l-ther or not it would
cost any more than $6 billion to even speed up the highway program
and save the lives of these people, save the injury to these persons, and
save the economic loss to the country, which is going to be occasioned
by completing the highway as scheduled today. Do you understand
what I am taking about?

Mr. BARTON. Yes, sir.
Senator HARTKE. Thank you.
The CHAIRMAN. Thank you very much, Mr. Barton.
Mr. Turner, I believe you want the statement of the Federal High-

way Administrator, the Honorable Rex M. Whitton, placed in the
record following Secretary Barton's statement.

Mr. TtRNER. If yOU please, Mr. Chairman.
(The statement referred to follows:)
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U. S. DEPARTMENT OF COMMERCE
Bureau of Public Roads
Wasiington 25, D. C.

BTAT4W OF REX M. WHITTO4, FEDERAL HIGHWAY ADMINISTRATOR,
BUREAU OF PLJLIq ROADS, U. S. DEPARTMENT OF COMMERCE,

BEFORE Tn[E SENATE FINANCE COOIItE,
JUNE 1961

Mr. Chairman and Members of the Comittee:

I appreciate this opportunity to appear before you. With your

permission, I would like to read a statement on financing aspects of

the Federal-aid highway program.

Let me say at the outset that the program is progressing at the

peak rate permitted by the revenues available to the Highway Trust Fund.

The program could and would go faster if revenues permitted. Revenues

accruing to the Fund since July 1, 1956, have totaled $10.-475 billion,

and expenditures have totaled $10.230 billion. On May l, 1961, the

working balance in the Hieiway Trust Fund was $245 million, roughly

equivalent to 4-weeks operations.

Program Under Existig Legislation

As shown in Figure 1, Interstate funds totaling $25.140 billion

have been authorized to be apportioned. Under the pay-as-you-go pro-

visions of Section 209(g) of the Highway Revenue Act of 1956, an

Ir.terstate apportionment of $2.0 billion cqs be made this summer, for

the fiscal year 1963, but the Interstate apportionment for 1964, to be

made next year, will need be reduced to about $1.5 billion. Subsequent
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fiscal year apportionments vould range from $1.5 billion upward, with a

balancing apportionment of $1.625 billion for the fiscal year 1970. Tese

are the maximm apportiorments that can be made for the Interstate propam

vith pay-as-you-go financing under present legislation and revenues.

As in also shown in Figure l, the revenues exqected to accrue to

the Highway Trust Fund under eadeting legislation are adequate to cover

disbursements equaling the $25.140 billion authorized for the :.ateratate

program, with an estimated surplus of $2.318 billion in 1972 after

meeting requirements for continuing the ABC program at the same $925

million annual rate as is nov authorized for the fiscal years 1962 and

1963.

This is a sizable program, but this rate of advancement vill not

permit the Interstate 8ystem to be completed by 1972. Additional funds

are needed for completion of the $37 billion program in accordance vith

the cost estimates submitted to the Congress last January pursuant to

the provisions of Section 104(b)(5) of Title 23, United States Code, and

published as House Docvment No. 49, of this 87th Congress.

1961 Interstate System coat Estimate

7he new 1961 cost estimate of $41 billion for cometion of the

Interstate System, of vhich $37 billion i the estimated Federal share,

is the same total =cant as was furnished to the Congress in 1959, based

on the 1958 estimate plus other supplemental costa. Bovever, the new

1961 estimate also includes related Interstate program costs for State
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highway planning and research and for Bureau of Public Roads administration

and research not previously included, in order that the total Federal funds

required for these items will be accounted for in the estizaates of total

future financing requirements. Inclusion of these costs without exceeding

the same total amount shown for the 1958 estimate is possible because of

a reduction of about $1 billion in the indicated cost of constructing the

Interstate System submitted in the 1961 report as compared to the estimate

submitted in January 1958.

The 1961 cost estimate for completion of the Interstate System was

carefully prepared by the State highway departments in cooperation with

the Bureau of Public Roads. It is recommended that the estimates and

apportionment factors shown in Table 5 of the 1961 cost estimate report

be approved by the Congress for use in apportioning Interstate funds for

the fiscal years 1963, 196 4 , 1965, and 1966. The apportionment of 1963 Interstat

funds scheduled to be made later this year cannot be made until the 1961

cost estimate and apportionment factors have been approved by the Congress.

Proposed Program Recommended by the President

The President's recommendations for financing the highway program

were contained in his February 28 special message to the Congress. In

his message the President proposed new tax schedules to provide additional

revenues totaling $9.74 billion which are required for completion of the

In',rstate System in 1972, as originally planned, together with an increasing

level of ABC apportionments and the financing of Forest Highway and Public

Lands Highway programs out of the Highway Trust Fund.
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The program for completion of the Interstate system as proposed

by the President is shown in Figure 2, totaling $37 billion in Federal

funds. An apportionment of $2.4 billion would be made this sumner for

the fiscal year 1963, and the apportionments for succeeding fiscal years

would gradually increase to a maximum of $3.0 billion for each of the

fiscal years 1968, 1969, and 1970, with a balancing apportionment of

$2.885 billion for the fiscal year 1971. The funds provided by these

apportionments would be disbursed by the latter part of the calendar

year 1972.

Estimated annual apportionments, disbursements, revenues and

Trust Fund balances for the program proposed by the President are shown

in Table 1.

In addition to Interstate apportionments totaling $37 billion,

the proposed program provides for ABC and other programs totaling $17.010

billion through fiscal 1972, as shown in Table 1. Future apportionments

of ABC funds could be made in the annual amounts of $925 mi)-lion for

fiscal 1963, $950 million for the fiscal years 1964 and 1965, $975 million

for the fiscal years 1966 and 1967,' and $1.0 billion annually'for the

fiscal years 1968 through 1972. Apportionments in these amounts, involving

increases of $25 million every two years beginning with the apportionment

for the fiscal year 1964 (which would be made in the sumer of 1962), are

considered desirable to keep the ABC program in balance with the expanded

Interstate program. The "other" programs recoomended for financing from

the Highway Trust Fund in the amount of $41 million annually include $33

million for Forest Highways and $3 million for Public Lands Highways,
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TABU 1 (5-12-61)

Proposed program for ccupletion of Interstate System

As Recomended in President's Message of 2/28/61

(Millions of Dollars)

A. ortiomentFiscal

Year

Balance

1957

1958

1959

1960

1961

Balance

1963

196k

1965

196o

1967

1968

1969

1970

1971

1972

1973
0TAL

" Date
made

6-30-56

5-29-56

8-1-56

8-1 -57

8-1-58

10-8-59

8.1-61

7-1-62

7-1-63

7-1- 4

7-1-65

7-1-66

7-.1-67

7-1-68

7-1-69

7-1-70

Interstate

315

1,000

1,700

2,.20

2,500

1,800

2,0200

2,0

2,600

2,700

2,800

2,900

3,000

3,000

3,000

2,885

37,000 17,010 54,010

ABC and
other

1,665

129

859

1,381

906

883

82

920

96

991

991

1,016

1,016

1,041

1,041

1,j14

1,041

1,o141

Total

1,980

1,129

2,559

3,581

3, 406

2,683

82

3,120

3,366

3,591

3,691

3,816

3,916

4,041

4,041

/ 3,926

/1,041

Disburse -
ments

966

1,511

2,613

2,9140

2,868

3,089

3,260

3,:414

3,511

3,613

37
3,832

3,8714

3,914

4,007

4,106

1, 301
52,s543

Revenues

1;1482

2,0o44

2,088

2,535

2P,857

3,176

3,301

3,0

3,499

3,584

3,667

3,749

3,831

3,914

4,007

4,106

1,,301Y

52,543

Trust
Fund

Balance

516

1,0o49

524

119

1o8

195

236

224

212

183

43

0

0

0

0

0

iJ Unpaid balance of prior authorizations.
Includes funds to be disbursed after close of Trust Fund period.

Includes $455 million in receipts from tax liabilities accrued prior
to July 1, 1972.
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as recomended in the President's Budgets and an estimated $5 Waiion

for emergency relief in the repair of highways damaged by flood or

other disasters which would continue to be financed frc the Highvuy

Wust Fund.

Increases in revenues accruing to the Highway Trust Fund under

the provisions reccaended in the President's special message to the

Congress would finance these programs on the pay-as-you-go basis

prescribed by Section 209(g) of the Highway Revenue Act of 1956.

Revenues under present legislation are estimated to total

$142.803 billion for the fiscal years 1957 through 1972. This total

includes transfer of an estimated $2.492 billion from the general fund

to the Highway Trust Fund during the fiscal years 1962, 1963, end 1964,

consisting of one-half of the ten percent tax oc automobiles and five-

eighths of the eight percent tax on automotive parts and accessories,

as provided by the Highway Revenue Act of 1959.

Estimated revenues under the proposed program would provide an

additional $9.740 billion, for a total of $52.543 billion. This $9.1740

billion of additional revenue is a net increase after allowing for funds

to offset the reduction to be caused by the proposed recision of trans-

fers from the general fund that are now provided under existing legislation

for the fiscal years 1962, 1963, and 1964.
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The estimated total revenues would meet financing requirements

for the $37 billion Interstate program avi for the ABC and other programs.

Revenue estimates in support of the proposed program are based on

the sources and amounts of revenue shown in Table 2, covering data for

each item under present law, the proposed change, and the suggested

long-range plan. The net increase in revenue totals $9.740 billion.

H.R. 6713

The President's proposals as discussed above have been considered

by the House Committees on Public Works and Ways and Means, and hearings

on proposed legislation have been held by each of the two Committees. In

line with recommendations of the two Committees, the House has passed

H.R. 6713 which provides for completion of the Interstate System in 1972

and for continuation of the ABC program at an increased level in the manner

proposed by the President. However, under the House Bill the Forest Highway

and Public Lands Highway programs would continue to be financed frcm

general funds of the Treasury instead of from the Highway Trust Fund,

and there are significant differences in the proposed tax schedules.

Estimated annual apportiorments, disbursements, revenues, and

Trust Fund balances under H.R. 6713 are shown in Table 3.
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Fiscal

1957

1959

1960

1961

i963

1964

1965

1966

1.967

1968

1969

1970

1971

1972

1973
M OAL

Datemade

6-30-56

5-29-56

8,1-56

8-1-57

108.59

84-60

7-1 -61

7-1-62

7-1-63

7-1-65

7 -1 -66

7-1-67

7-1-68

7-1-70

AWC and

Interstate other

315 1,665

1,000 129

1,700 859

,200 1,381

2,500 906.

1,80 883

2,200 884

2,1.00 930

2,600 955

2,700 955

2,800 980

2,900 980

3,00) 1,005

3,000 1,005

3,000 1,005

2p- ,00 5

37,000 16,532

11vay
Trust
FundRevenues Ba.,ceTots1

1,980

1,129

2,559

3,581

2,683

3,084

3,330

3,555

3,655

3,780

3,880

4,005

4,O05,
4,005

3,890

53o532

Disburse-
mets

966

1,511

P,613

2,868

3,052

3P224

3,378

3,475
3,577

3,688

3,796

3,838

3,878

3,971

4#070

1,618'
52,463

1. Unpaid balance

2JIncludes',funds

of prior ethorisations.

to be disbursed after close of Trust Fund period.

2/ Based on Tr.-t, Fund extension thou"b 9-30-72.

HXIGWAT - FINANCING

Completion of Ukterstta stw unwde H.R. 6713

(Milliona of Dollars)

1,482

2,044

2,088

2#,535

2,857

3,227

3,319

3,409

3,495

3,576

3,654

3,731

3,87

3,887

3,976

4#,070

1,471
s2 t628

516

1,049

524

119

1o8

283

378

4 29

4i29

394

329

298

307

312

312

16 _
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cm?,!rIqon of Higtwa, Trust Fund venues

Highway Trust Fund revenue rates beginning July 1, 1961, under

existing legislation, under the Preoiident'e proposal and under H.R. 6713

are as follows:

Revenue source

Gasoline

Diesel fuel'

Trucks, buses, trailers

Tires

Innertubes

Tread rubber

Vehicle use

Autos

Parts and accessories

Aviation gas tax receipts

Existing
letislation

30

30

5%

80

90

30

$1.50

5%

5%

to Trust Fund

President's

70

5%

100

100

100

$5.00

to General Fund

68

H.R. 1673

f40

10%

iloo

$3.00

to Trust Fund

The additional revenues accruing to the Highway Trust Fund under the

President's proposal and H.R. 6713 are shown in Table 42, by source of revenue,

in relation to revenues under existing legislation as provided by the Highway

Revenue Act of 1959. The President's proposal would provide the $9.7if0

billion in additional revenue needed to finance the proposed progra, in-

cluding extensions of revenue provisions for two or thm moths, into fiscal

1973 if necessary. RH.. 6713 would provide $9.825 billion additional revenue,

which would finance the program co-ered by the Bill through September 30,

1972, with a surplus of $165 million.
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Revenue source

Gasoline

Diesel fuel

Trucks, buses
and trailers

Tires

Innertubes

Tread rubber

Vehicle use

Autos

Parts and
accessories

Interest

Total

Estimated Higvay Trust Fund
Revenues Under the. President's

Proposal and H.R. 6713, by
Source of Revenue

1962 - 1973

( M ions of dollrra)

Revenue Increases
1959 Act President's .. .R.
revenues prpsal 6713

$21,848 $7,5T7 $7,916

1,150 1,568 420

1,739

3,456

176

218

677

2,080

412

41

$31,797

27

886

25

530

1,619

-2,080

-412

0

$9,740

1,803i/

903

26

158

l,09l

-2,080

-412

0

$9,25

Total Revenue
President's HOR.
2roposal 613

$29,425 $29,764

2,718 1,570

1,766

4,342

201

748

2,296

0

0

41

$41,537

3,542

4,359

202

376

1,768

0

0

41

$41,622

1] To be obtained by transfer

to Highway Trust Fund vith

existing tax revenues

additional payment by

from General Fund

individual taxpayer.

2 Assumes higher yield fro present and proposed rates in accordance with

House Ways and Means Committee direction to make study and report on

thla matter by January 1962.

IGH WAY FINANCING

TABUE 4 .(5-12-61)
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A comparison of the estimated increases in Highway Trust Fund

revenues under the President's proposal and H.R. 6713 is shown in

Figure 3 by sources of revenue.

H.R. 6713 provides for loer tax rates than does the President's

proposal on several items affecting tax payments by heavy trucks, namely,

on diesel fuel, tread rubber, and vehicle use. The decrease in revenue

from these sources as compared to the President's proposal is offset in

major part by the transfer under H.R. 6713 of the remaining five percentage

points of the ten percent excise tax on trucks, buses and trailers which,

under the President's proposal, would remain in the general fund. It

should be noted that this does not produce new revenues, but only a transfer

of existing revenues.

Highway Cost Allocation Study

The report of the Highway Cost Allocation Study undertaken in

response to Section 210 of the Highway Revenue Act of 1956 was recently

published as House Documents Nos. 54 and 72 of this session of Congress.

The findings of this study with respect to the payment responsibility of

vehicles of different types and sizes, as determined by three different

methods of cost allocation, namely, the gross-ton-mile method, the cost-

function method, and the differential-benefit method, are given in Part IV

of the report.

The preliminary results of a fourth method, the incremental solution,

have become available since the above documents were compiled for printing

and as they were the principal basis for the President's tax recommendations

they are therefor discussed in this presentation.
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2se calculations of motor-vehicle tax responsibility were carried

out for a large number of vehicle types. For illustrative and explenation

purposes, however, only six typical vehicles spanning a wide range of

gross weights have been selected as examples.

Figure 4 shows the tax payments that would be required of vehicles

in each of the six selected vehicle types shown by the small silhouettes

for each of the four methods of cost allocation. The studies utilizing

these methods are described in the following paragraphs.

The gross-ton-mile study Is an allocation of the motor-vehicle

share of Federal-aid highway cost responsibility among vehicles of

different dimensions and weights based on the concept that such allocations

should be in proportion to the product of gross operating weight and

distance traveled. Although weight and distance obviously are factors

in measuring the service provided by highways and in the cost of providing

this service, it is not generally accepted thattbe product of weight times

distance is a truly correct measure of the costs occasioned by or the

benefits derived from the travel of vehicles of different dimensions and

weights. None the less, it was considered necessary in a completely

impartial study of the problem that the gross-ton-mile method be presented

as one of the four alternative allocation methods because of its use in

numerous earlier investigations of the highway cost allocation problem,

particularly the study by the Board of Investigation and Research (Public

Aids to Doaestic Transportation, 1944), and because of its use in a number

of studies by individual States.
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The coot-unction study allocates the motor-vehicle share of the

Federal-aid highway cost responsibility by a method which distributes

costs into three categories: (1) tose that vary neither with traffic

volume nor with size "d weight and are therefore distributed on a per-

vehicle basis; (2) those that vary with traffic volume but not with size

and weight ad are therefore distributed uong vehicle qlasses in proportion

to miles traveled; and (3) those that do vary with size or weight. which

are distributed in proportion to gross toa-miles. In the cost-function

study as conducted all items ,of cost in which there was a significant

element of variation with size and weight were distributed in proportion

to gross ton-miles. Since this is true of structures, and of grading

and .pavement costs on intermediate and high-type roads, the result was

that 77 percent of costs were distributed in proportion to ton-miles.

Thus the cost-function method as applied to Federal-aid construction

is in effect a modified gross ton-aile allocation.

The differential-benefit stud is an allocation of the motor-vehicle

share of Federal-aid higbway cost responsibility designed to be in approxi-

mate proportion to the benefits derived from the use of the highways by

vehicles o, different dimensions and weights, Four different classes of

user benefit are recognized: (1) Reductions in operating costs; (2) reductions

in time costs; (3) reductions in accident costs; and (4) reductions in the

strains and discamorts of driving in congested traffic. h .mag nitudes

of betiefits were estimated: on the basis of the extent of benefit-producing
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acccplishments such as (a) reduction of'distances (b) reduction of

gradient or rise and fall, (c)'elimination of intersections at grade,

(d) elimination of private access points, and (e) elimination of sharp

curves, to be realized from the Federal-aid higway program.

The incrementula study is based Upon the concept that most highway

deipn .requirements that -are variable with weight and size of vehicle

may be considered as built up "from a design and acccpanying cost

appropriate for light-vehicles, to'vhioh successive increments are added

to meet the requirements of progressively heavier vehicles:. The variation

of design ahd cost requirements with traffic volume is also taken into

account.

Among the four methods used the greatest reliance is placed on the

incremental method, because it is based on accepted engineering premises

and fully utilizes the results of the very extensive Road Test conducted

by the Highway Research Board at Ottawa, fllinois. -he incremental method

has also been publicly stated by the various user groups as the method most

acceptable to them for these same reasons. Shis Test was designed to

produce, for both fieitble (blacktop) and rigid (concrete) pavements,

mathematical 'formulas relating the performance of test sections to

(i) the elements of design (pavement, base, and subbase thickness) and

(2) the numbers of applications of axlb loads of different magnitudes.

The fiial 'analysis of the Road Test results was hot complete at

the time the text of the Hig way Cost Alocation report had to be started

through the necessary processes during September 1960 to meet the January
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1961 statutory date for submission to the Congress. However, the analysis

of data from the Test Road Las been Intensively pursued since completing

the truck trips on November 30, 1960. Thus it was possible to have pre-

liminary results available shortly after tie printed report covering the

other parts of the study was made available to the Congress and the

public in January 1961.

This incremental analysis utilized the findings developed and

approved by the Test Road Advisory Comittee during 1960, and from previous

experiences and much other related information available to the Bureau

there is ample indication that the values obtained from the mathematical

equation ultimately developed to express the relationship of road perfor-

mance to truck weights will be changed very little from the preliminary

values now available, In any case, only about 20-25 percent of the

calculation is dependent upon the results from the Road Test. Since the

other 75-80 percent of the computation Is derived from elements of the

construction which are not related to the Test Road, the effect of these

items had already been calculated but held for presentation with the

remaining portion which is dependent upon the Test Road results. Since

all of these calculated amounts are intended to be indicative of a range

within which cost responsibility may be found to rest, they thus form a

satisfactory guidance pattern on which a tax schedule can be based, and

because such a tax schedule is necessarily a compromise of many viewpoints,

it therefore is not necessary that the calculations be determined with,

more absolute precision than it is posible to obtain with the mathematical

equations now being used.
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The Highway Cost Allocation Study Indicated that approximately.

eight percent of the cost of supporting the Federal-aid highway program

might be charged to revenue sources other than motor-vehicle taxes. The

allocation among motor vehicles as sheen in the printed reports referred

to above therefore accounted for only 92 percent of the total Interstate

and ABC program cost, and must be increased by approximately eight percent

to provide for financing this program entirely from road-user revenues

as reccamended by the President.

The required tax payments calculated from the incremental solution

as thus adjusted to provide for financing of the program from road-user

revenues are shown in Table 5 for each of the six selected vehicles. Also

shown are the tax payments which would be made by the same selected vehicles

under the President's proposal and under H.R. 6713. As you kno, the

ten percent excise tax on automobiles remains in the general fund, but If

the auto were given the some credit for this tax paid on new vehicles

as is done for the truck under the Ways and Means Committee Bill, the

automobile would be shown to be paying $52.40 annually to the Trust Fund

as indicated in the right-hand column of Table 5, compared to an incremental

liability of $32.00. This would constitute an overpayment of $20k.40.

Figure 5-A provides a ccmp*rison of estimated annual Trust Fund

revenues from gasoline-powered vehicles under the President's proposal

and N.R. 6713 in relation to the adjusted incremental findings. For the

lighter and medium weight vehicles the mounts under the President's

proposal and H.R. 6713 are all very close to the incremental study findings.
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TA( 5 12 -61)

Estimates of Annual Federal Tax Payments by Selected Vehicles
Under President's Proposal and H.R. 6713
Compared to Estimated Tax Responsibility

Under the Incremental Method

Vehicle

Automobile

2-Axle, 4-Tire Truck

2-Axle, 6-Tire Truck

Vehicle ccabinations:

3-Axle
Gasoline Powered
Diesel Pwevred

4-Axle
Gasoline Powered
Diesel Powered

5-Axle
Gasoline Powered
Diesel Powered

Xncraeantal
method

(adjusted)-

(Dollars)

32.00

26.00

60.00

6L8.00
618.00

1175.00
11:75.00

President's

(Dollars)

30.-74

H.R. 6713-
(DoUars)

30.20

40.56 46.50
84.28 96.20

636.79 6p71752.78 548.47

1099.85 1o68.34
1270.25 924.32

1917.00 1670.81 1616.18
1917.00 1883.51 1356.44

H.R. 6713 rates
adjusted to include
10 percent excise
tax on automobiles

(Dollars)

52.40

46.50

96.20

6719

1068.-34
924.32

1616.18
1356.44
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For the heavier gasoline-powered vehicles, the amounts under the

President's proposal and H.R. 6713 are about equal but the values under

the President's proposal are somewhat closer to the incremental findings.

Figure 5-B shous estimated annual Trust Fund revenues from

diesel-powered vehicles under the President's proposal and H.R. 6713

in relation to the adjusted incremental study findings. For the diesel-

powered vehicles the amounts under the President's proposal definitely

bear a much closer relationship to the incremental study findings than

do the corresponding amounts under H.R. 6713.

Comparison of Tax Schedules

H.B. 6713 is broadly similar to existing legislation and to the

administration's proposal in the items to be taxed, the tax rates, and

the amounts of revenue expected. However, there are three differences

in tax rates between the administration's proposal and H.R. 6713 that

should be noted particularly.

The President requested a levy of 7 cents per gallon on diesel

fuel, compared to a 4 cents per gallon rate on gasoline. All parties

concede that diesel trucks, because of their lower fuel consumption

rates, pay considerably less for highway support than gasoline trucks

of the same size when the tax rate is the same on both types of fuel.
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The underpayment by diesels with the same fuel tax rate per

gallon is substantial. The manufacturers of diesels in their

published fuel consumption data say that the diesel-powered vehicle

will travel at least 60 percent further on a gallon of fuel than will

a similar gasoline-powered vehicle.

The cost of supplying the road for a diesel vehicle is the

same as for a gasoline vehicle, and the road-use payments therefore

should be the same. The fuel tax should not be thought of as a levy

on a product but rather as a payment of a fair share of the cost of

building the road and keeping it up. If a fuel or engine were to be

developed that would go 10 times as far on a gallon of fuel as present

engines, then we would have to adjust the tax rate. To a degree, this

problt is already posed by the diesel engine. The differential of

3 cents per gallon on diesel fuel requested in the President's message

was intended to overcome the disparity between the fuel tax payments

of the diesel vehicle and the gasoline-powered vehicle. Since many

of the very heavy vehicles are diesel powered, it would also help to

cover the additional costs of highway construction required to be

provided solely because of the very heavy vehicles.

73
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It i desirable to Put the 7-cent diesel fuel rate and other taxes

on trucks requested by the President into perspective vith toll rates

which the trucks are paying. Tolls are perhaps the only truly optional

hi hway-user charges, since the operator can take. a route on which there

is no toll or he can choose a route on which he pays a toll. [e heavy

truck operator Is obviously traveling under ccupetltive conditions that

require him to decide between takJnS the free road or paying the toll

solely on the basis of whether the savings or benefits to him are greater

than the toll costs. More and more, the truck operators apparently are

finding that the savings in time and equipment costs are greater than the

toll costs, because they are using the toll roads in increasing numbers.

Tolls on heavy trucks vary considerably, ranging for example

from about 3.4 cents a mile, on the Kansas Turnpike to 7.5 cents a mile

on the West Virginia Turnpike, but most are in the 4.5 to 5.5 cents per

mile range. Assuming that a heavy truck operates 5 miles on a gallon

of diesel fuel, his fuel tax payment under the President's proposal

would be 7 cents for the 5 miles. If he uses a toll road, however, his

toll payment for the 5 miles would be about 25 cents, and this is in

addition to his fuel tax. Since e pays the toll optionally, it can

only be concluded that he does so because the savings to him in time

and equipment are greater than the toll. This is a typical example being

repeated many times each day.
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The number of trucks making the optional toll payments is

increasing rapidly. For example, between 1957 and 1960, the increases

of heavy truck traffic were 80 and 78 percent on the Turner Turnpike in

Oklahoma and the Indiana Toll Road, respectively. Other instances of

increase between 1957 and 1960 are: Massachusetts Turnpike, 39 percent;

West Virginia Turnpike, 23 percent; Will Rogers Turnpike (Oklahoma),

32 percent; and the New Jersey Turnpike, 48 percent. In every instance,

the toll paid amounts to much more than the total of State and Federal

fuel taxes for the same distance, and generally is equal to or in excess

of the total of all present and proposed State and Federal user taxes

combined.

The increase in heavy truck traffic on toll roads is double or

more the rate of increase in automobile traffic with the sole exception

of the Will Rogers Turnpike, but even here the rate of increase 1In heavy

truck traffic is 1.6 times the rate of increase in auto traffic. This

indicates that trucks, even more than passenger cars, are finding the

kind of roadway provided by the toll facility to be productive of

substantial monetary savings or other benefits worth paying for. It

is this same type of road that is being provided on the Interstate

System and the proposed schedule of charges to be made for its use as

presented in the President's message are considerably below those shown

by the record that the trucking industry is willing to pay in the form

of tolls.

76
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With respect to the tax on recapping rubber, the President proposed

an increase from 3 to 10 cents per pound whereas H.R. 6713 provides for

a tax of 5 cents per pound.

It takes about 9 pounds of rubber to recap an average passenger

car tire, and the tax would be 90 cent. Even the lowest priced new

tire that the user might consider purchasing as an alternate to recapping

a tire already owned would weigh about 20 pounds, and at 10 cents a pound

would carry a tax of $2.00. Thus the proposed rate on recapping rubber

would rest in a tax payment of less than half of the tax that would have

to be paid on a "low price range" new tire.

The difference on heavy truck tires is more than proportionately

greater. Probably the moot commonly used tire, for heavy combinations,

is the 10.00-20 size. As vehicles get bigger, they use more wheels and

tires, rather than bigger tires. A now tire of this size costs about

$115, including the proposed excise tax of 10 cents a pound on 105 pounds

amounting to $10.50. A recap for that same tire now costs about $28.00

including the 3 cents a pound tax on the 21 pounds of camelback rubber

it takes to do the Job. The proposed increase in the tax on recapping

rubber would increase the price of the Job by about $1.50, which is

60 cents less than the $2.10 additional tax on a new tire resulting from

the 2 cents per pound increase in the excise on new tires. The total

tax on recapping rubber for the 10.00-20 big truck tire would be $2.10,

which is about 7 percent of the cost of recapping, and less than 2 percent

of the cost of a new tire.
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In this connection, it should be noted that retreading is comon

practice on thee larger tires used by heavy vehicles. Tires in these

sizes are frequently retreaded not once but 4 to 6 times or more. Unless

there is a tax on retreaded tires, therefore, the vehicle using retreaded

tires is escaping payment of a portion of its calculated fair share of

the cost of providing the roadbed on which that vehicle is operated.

A third significant difference between the tax rates proposed by

the President and those set forth in E.R. 6713 is in the weight tax on

heavy vehicles. The President's message requested a rate of $5.00 per

1,000 pounds on the total weight of all vehicles weighing over 26,000

pounds when fully loaded, whereas H.R. 6713 fixes the rate at $3.00 per

1,000 pounds.

The large truck imposes requirements on the highvays that the

AASHO Test Road conclusively found not to be necessary for small trucks

or automobiles. These include additional bearing strength of the

surface course itself, heavier foundation courses, and stronger bridges.

In addition, greater overhead clearance, additional climbing lanes on

grades for slower moving heavy units, and other features or modifications

are sometimes required for the larger vehicles. Under the incremental

method the costs for these additional features are charged exclusively

to the vehicles that require them in proportion to their frequency

of use.

The $5.00 per 1,000 pounds use tax on heavy vehicles is necessary

to furnish an effective way of equitably placing these additional costs

on the vehicles that necessitate the expenditures in proportion to their
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cost responsibility. Although the $3.00 per 1,000 pounds rate partially

achieves this objective, it falls substantially short of yielding the

full amount of payment required to meet the heavier trucks' fair share

of highway costs, as calculated from the extensive four year study ordered

by the Congress in 1956.

Vehicle Operating Coats

The Federal excise changes proposed by the President would result

in an increase of only 1/100th of a cent per mile in the total costs of

operating an automobile, as shown in table 6. For the largest diesel

combination shown in the table the increase would be 1.20 cents per mile.

For the gasoline powered combination of the same size the increase would

be .51 cents per mile. Although the difference in the increase between

these large vehicles is substantial, the effect of the increase, as

seen in the last column, would be to equalize the tax costs between

gasoline and diesel-powered vehicles since the gasoline vehicle already

is paying more tax per mile than the diesel vehicle.

The effects for the other vehicles would range between those fo-

the automobile and those for the large diesel combination, but in all

cases would be very small in terms of cost per mile.



TABLE 6.

ESTI&2 I pAsK COSTS AND TAM~ OF SELWED~ HYR VERCLES

(cents per mile)

COSTS STATE FEDERAL YDTM VEEiCLE TAX
VE83YE 0 D OAD-USER PW)PO6E

BOAD-USER TAXES I CH0a017A

AutcMb~1e 8.59 .62 .55 .01 .56

Single Unit Trucks
2 ale - atre 22.05 .71 .52 .01 .53
2 MCI - 6 tire 24.83 1.2k .89 .o .93

Comb nats with Seinifras11JAs
3 M.e - 40,000 lbs. GM

Gasoline powered 33.60 2.10 1.37 .0 1.77
Diesel powered 32.45 1.87 1.21 .63 1.84

4 axle - 55,000 lbs. GVW
Ossolios powered 35.80 2.40 1.63 .40 2.03
Dies. powered 34.65 2.03 1.37 .95 2.32

5 ,k - 72,000 lbs. G d
GssoLae vovef,-ed 42.2T 3.24 2.1. -51 2.62
Diesel powed 41.82 2.72 1.72 i.2D 2.92

_/ Includes all Federal excise taxes on motor fuel, motor vehicles, tire, parts and accessories, and
Other taxes closely associated with motor vehicles or their use.
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Related to total vehicle operating costs, the proposed changes

would be reflected in increases us shown in Table 7, ranging from

.10 percent for automobiles to 2.59 percent for a 5-axle, 72,000 pound

diesel-powered combination. It should be noted that, even with the

equulizing tax rates included in the President's proposal, the diesel-powered

vehicle is still operating at a lower overall cost per vehicle mile than

the gasoline-powered unit of the same weight, thus permitting it to retain

a favorable competitive position with respect to the equivalent gasoline-

powered unit.

For comparison with the amounts paid by other vehicles, the total

amount of Federal user taxes paid by the automobile may be considered as

a unit, This is done in Table 8, which gives a comparison of present and

proposed Federal excise tax payments for selected motor vehicles with

cost responsibility indicated by the Incremental Cost Study. By giving

the automobile tax payments a value of 1.0, for comparison, the tax

payments of the other vehicles are placed in perspective.

The Federal excise tax parents indicated by the Incremental Cost

Study range from.333 cents per mile for the automobile to 2.739 cents per

mile for the 5-axle truck. Thus under the incremental study the ratio of

payments by the 5-axle vehicle to the automobile tax responsibility is 8.23.

Under present law the ratio to the automobile tax responsibility indicated

by the incremental cost stuu, is 0.92 for the automobile, 5.65 for the

5-axle gasoline-powered vehicle, and 4.46 for the 5-axle diesel-powered

vehicle. Under the President's proposal the ratios are 0.96 for the

automobile, 7.17 for the 5-axle gasoline-powered vehicle, and 8.08 for the

5-axle diesel-powered vehicle. Under H.R. 6713 the ratios are 0.95 for

o



TABU 7.

F3TD(A2= q~Fl1 7 PROP06M YEDAL TAX CIAZIES ==EJD fli 12m- P S=IhZ-'S MESSAE OF
FmUJAR 28, 196l. cz c ~r mmm sPm~rZ zc-r vz~rczs

(can"s per =use)

PRCMT CW T7t C7 P-010 C-*"=

VEICIZ TYPE 0PLRATMN AND FDMPzCl2flT r="%-*A=
OTM COSTS AUT4OrMv TOTAL AMOUNTr Ma FRM -

EXW" C TAXES TOTALi CCSS"

Automobile 9.21 .55 9.76 .01 .10

Single Unit Truacks

2 axle - Ii tire 22.76 .52 23.28 .01 .0

2 axle - tire 26.07 .89 26.96 .04& .15 .

Cbinatios vith Semitrailers

2 IL._o - 4o,OCO lbs. GW 14

C'isolize poi.'- red 35.70 1.37 37.07 .4 1.46

Diesel pevered 34-32 1.21 35.53 .63 1.77

4 =xle - 55,000 lbr.. GV.4

lr)so1L.e pocred 38.20 1.63 39.83 .4o .0

Diesel powered 36.68 1.37 38.05 .95 .S

5 %.'c1 - 72,CCO lts. CV'.I

so~llme prrred 2.5.51I 2.11 -4.62 f 5.1.07

211izel povere-d 44.54. 1.72 46.26 j L.20 2.59 0



IMCAL W=I TAX PAW5M PE XUZ TO TM XMAY VON M U UNDr#1'Z. E LAW,
TUE PInl'8 PROPOAL AND IL a. 6723 COMPA TO M P~x;.rIT

IRDCAMM N ME INA LEE cW S

PU K= RAMI TO AU3K1I2- TAX FCPMThXr
_____ IIICAMI BY IrX~vW-AL C=? STUDY

VmCL Tm InK3MN AL FBESMI PMD ' INOMMETAL PHUIT PR IN 'S
COST LA I PROIK)AL IL It. 6T13 CCaTf LAW PROPOSAL 1. R. 67,13

(ADJSTED) 3/(ArUS) 3/2/

Atosebil .333 .30T -32D .315 1.00 0.92 0.96 0.95

SIngle-Unit Trucks
2-.zle-hI-tire AN .3 .451 .517 0.87 1.31 1.35 1.55

2-.auie-6-tuxe .500 .664 .702 .802 1.50 1.99 2.U 14

Cobinations vltb Saimtrailers
3-xle-WO,000 The. GYM

0ssollm pmx 1.5%b5 1.191 1.992 1.518 1&..4 3.58 4i.78 5

Diesel powred 1.545 1.02 1.88k 1.371 A&G 3.07 5.65%.1

4-ezxe-55,000 The. W
Osiolime pare 1.958 1.m ~b 1.7181 5.88 4.2 5.50 5.35

Disel pmws 1.958 1.167 2.4 1.541 5.88 36.50 6.36 ?4-63

5..a.1Z72000 2bi. GYV
Ossoli s powered 2.T39 1.88D 2.387 2.309 8.23 5.65 7.17 6.93

Diesel powered 2.739 1.W6 2.69A 1."38 8.23 1&.46 8.08 58

STaz rates in effect jsamsz 1, 1961.
Imlddin the President's inessg i~f 7ebruz'y 2, 196L.



HIGHWAY FTNANCING 83

the automobile, 6.93 for the 5-axle gasoline-powered vehicle and

5.82 for the 5-axle diesel-powered vehicle.

In the heavier weight groups, that is, for the 4- and 5-axle

vehicles, both gasoline- and diesel-powered, the ratios under the

President's proposal more nearly conform to the values indicated by

the incremental cost study than do the ratios under H.R. 6713. Vehicles

in the lower-weight groups would be charged more nearly the same under

the President's proposal and H.R. 6713.

In view of the close relationship between the President's

proposal and the incremental method of determining estimated tax

responsibility, it is recommended that favorable consideration be

given to adoption of the President's proposal for financing the

highway program. The President's proposals for obtaining the additional

revenue needed for financing the program are closely in line with

estimated tax responsibility of the vehicles using our highways, and

it is believed that the program should continue to be financed from

existing sources of revenue instead of obtaining revenues from the

general fund as in the case of the transfer of additional revenues

accruing from excise taxes on trucks, buses and trailers.
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Cost of Program Stretchout

I am sure that to stretch out or cut back the program for

completion of the Interstate System is not a satisfactory solution.

A stretchout in the program for completion of the Interstate System

in 1972 would result in additional out-of-pocket costs to the hiorway

user in th form of increased motor-vehicle operating costs and

increased accident costs, beginning in 1962 and continuing until the

program is completed. Estimated costs of a program stretchout are

as follows:

Length of Date of Estimated cost

stretchout completion (billion dollars)

1 year 1973 $2.1

2 years 1974 4.6

3 years 1975 7.3

4 years 1976 10.3

In addition, there are other substantial benefits to completion

of the program on schedule, such as savings in time and reduction in

strain and discomfort while driving.

Conclusion

In concluding my remarks, I would like to state again that I

believe the public interest requires completion of the Interstate SA tem

by 1972 in accordance with the original timetable, together with continuation

of the ABC program at a somewhat increased level. I believe, too, that the



HIGHWAY FINANCING 85

program should be financed on a pay-as-you-go basis in accord with the

general principles of the 1956 legislation, and that the President's

proposals offer the most practicable und equitable means for reaching

these objectives.

Obviously, the program should advance at a prescribed rate. An

orderly, well-managed program is conducive to efficiency for the State

highway departments, for contractors, and for suppliers of equipment

and materials. If we can anticipate the amount of work to be done

annually, the cost of doing it will be lessened. We will get more for

our highway dollar.

To complete the Interstate program by the originally scheduled

date of 1972, while continuing the ABC program at a slightly increased

level, is entirely a matter of providing additional revenues to the

Highway Trust Fund. There is ample existing engineering, contractor,

equipment, and materials capacity to handle a program of this size with

efficiency, integrity, and economy.

The President's proposal provides such a program and the means

to finance it. I join the Secretary in reccrmending its adoption by

the Congress.
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FIGURE 1

INTERSTATE PROGRAM UNDER EXISTING
LEGISLATION
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FIGURE 2

COMPLETION OF INTERSTATE SYSTEMUNDER PRESIDENT'S PROPOSAL FORINCREASES IN EXISTING EXCISE TAXES
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FIGURE 3

ESTIMATED INCREASES IN HIGHWAY TRUST FUND REVENUES

UNDER THE PRESIDENT'S PROPOSAL AND H.R. 6713, BY

SOURCE OF REVENUE 1962-1973
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FIGURE 4
REQUIRED ANNUAL PAYMENTS TO HIGHWAY TRUST FUND

DERIVED BY FOUR DIFFERENT METHODS OF COST ALLOCATION

MAXIMUM GROSS VEHICLE WEIGHT - THOUSAND POUNDS
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FIGURE 58
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The CHAIRMAN. The Chair is pleased to insert. in the record of the
hearings a statement in behalf of the National Associaticn of County
Officials submitted by the director, Christian H. Xahl, in lieu of a
personal appearance.

(The statement referred to follows:)

STATEMENT OF CHRISTIAN H. KAIIL, ELECTED COUNTY EXECUTIVE, BALTIMORE
COUNTY, MD., AND DIaEcroR, NATIONAL ASSOCIATION OF (COUN'TY OFFICIALS, AND
CHAIRMAN, NACO's ROADS AND HIGHWAYS COMMITTEE

NACO HIGHWAY STATEMENT SUMMARIZED

1. The Interstate System, should be completed by 1972.
2. Congress could greatly help county road programing by developing a long-

range construction and finance program this year.
3. A finance plan should include a plan to finance a $25 million increase in

A-B-C appropriations each year rather than each 2 years as recommended by the
President.

4. The finance plan advocated by the President is more advantageous to county
roadbuilding than his alternate proposal of levying an additional one-half cent
per gallon on gasoline since our State and county governments must look to the
State gasoline tax as their principal source of road revenue.

WHAT IS THE NATIONAL ASSOCIATION OF COUNTY OFFICIALS?

Mr. Chairman, my name is Christian H. Kahl and I am the elected county
executive of Baltimore County, Md. I am also a director in the National Associa-
tion of County Officials, a national voluntary association of some 8,500 elected
and appointed polieymaking county officials in nearly every State in the Union.
NACO has affiliated with it State associations of county officials in 44 States.
Our Washington staff, located at 1001 Connecticut Avenue, also serves our
affiliated national associations of county clerks, engineers, treasurers an.- finance
officers, and administrators. I also serve as chairman of NACO's Roads and
Highways Committee.

OPPOSE STRETCHOUT

In general, the National Association of County Officials strongly supports the
President's Federal-aid highway program as outlined in his highway message of
February 28. With the permission of the hairman we would like to have in-
corporated into the minutes of this hearing our American county platform sec-
tions on highways. (Official policy statement referred to appears at end of
statement.) Commenting in detail, NACO-

1. Strongly supports the completion of the Interstate System by 1972. The
estimated saving of 4,000 lives a year, plus a reduction in the rate of accidents
which injure 1.4 million people a year, is conclusive evidence that the highway
program must be finished on schedule. We are very Ipleased that the President
opposed a stretchout; elimination of construction in urban areas; reduction
in standards in diversion of highway-user fees for mass transit subsidies.

2. It is imperative that a long-range Federal financial program be devised
this year. Congress has displayed great foresight in obtaining a comprehensive,
factual analysis which is now available for the purpose of determining a long-
range financial plan. This, coupled with the sound estimates of the State high-
way departments of the ultimate cost of completin-r the Interstate System, should
be extremely helpful to the Congress in determining an equitable plarn. Our
nearly 3,000 counties with road programs urge the Congress to determine a
level of construction and a finance plan to which they can gear their own con-
struction and finance plans. Wide fluctuations or uncertainties in Federal plans
of necessity unsettle State and local highway plans. Once the Federal long-
range building and finance plans are determined, our counties can then plan
both their Federal-aid highway plans and non-Federal-ald highway plans to
match the Federal program. This will bring economies in land acquisition,
facilitate total local community facilities planning and construction, ease the
problems of family relocations, stabilize local staffing and equipment needs,
and, in general bring far greater economy and efficiency into our local programs
that require such long planning leadtimes. In short, our county highway depart-
ments and local finance officers must have definite assurance of the level of
Federal activity in order to make maximum use of highway dollars.

92
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3. The Federal finance plans should include a method to finance an increase of

$25 million each year for the A-B-C program until these appropriations reach a
level of $1 billion annually. This is the plan that Congress wrote into the 1950
Federal-Aid Act. The President recommends that the A-B--C appropriations
be increased $25 million each 2 years until they reach $1 billion. The President's
plan, therefore, represents an ',nerease of only 1/, percent per year for a
755,728-mile system of roads that carry more than 66 percent of all traffic gen-
erated by our 70 million vehicles. The inadequacy of the recommended A-B--C
appropriations can be seen when the 11/2 percent annual increase in appropria-
tions is measured against an estimated annual increase of 1,500,000 in the
number of registered vehicles and an annual 2 to 3 percent in vehicle miles of
travel (10 to 15 billion vehicle-miles crease per year). To increase A-B-C
appropriations $25 million each year would increase total costs $125 million
over the life of the program.

4. The President recommended that the highway program be financed by user
taxes that fall heaviest on larger trucks and pointed out that the alternative was
to increase gasoline taxes one-half cent per gallon. Of these two alternatives,
the President's recommended plan would be more beneficial to county road con-
struction since it would not place an additional burden upon the gasoline tax
which Is the main source of State and local user fee revenues. The State high-
way officials report that 40 States can raise their share of Federal matching
funds for the life of the program without additional gasoline taxes. Nine
States may raise taxes at the end of 2 years just to meet Federal matching re-
quirements. Most States could use more money for maintenance and non-Federal
aid projects. Some 16 States are now considering gasoline tax increases at the
State legislature. Two States, Arizona and New Mexico, are considering pro-
posals to allow their counties to levy county gasoline taxes. It is apparent
that a further increase of one-half cent per gallon in Federal gasoline taxes
would make it more difficult to get much needed State gasoline tax increases.

2. ROADS, HIIGHWAYS, AND TRANSPORTATION

2-1. Highway Act endorsed: We Americans, by free choice, have woven the
motor vehicle Into the fabric of our daily lives. We have deliberately become
a nation on wheels. An adequate system of highways, both rural and urban, is
therefore vital to our present way of life, our national economy, our military and
civil defense and our future growth as a people. In recognition of these facts,
the National Association of County Officials strongly endorses the national high-
way program as enacted in the 1956 Federal Aid Highway Act. The program,
developed after long and careful study and debate, has broad citizens support.

2-2. Highway partnership: The partnership of 50 sovereign States within one
sovereign nation Is nowhere more clearly defined in law and practice than in the
highway field. The Federal Government collects highway user taxes nationally
and returns a portion of them to the 50 sovereign States on the basis of legislative
formulas to help finance selected systems of roads, the development of which
are mutually determined to be in the national interest. This relationship re-
quires of the Federal Government that it plan and develop jointly with the States
and their political subdivision, to conform to mutually agreed upon standards
and specifications, a National System of Highways, and that it not violate the
spirit of State sovereignty through hamstringing regulations or arbitrary use of
it control over enormous sums of money. It requires that the States and their
political subdivisions exercise particular care In planning, staffing, directing,
supervising, and controlling construction.

2-3. Interstate highways: We favor completion, not later than 1972, of the
41,000 miles of interstate and defense highways. The national Importance of
these roads demands that '" e Federal Government continue to pay 90 percent of
the cost with the States absorbing the remaining 10 percent and allxnaintenance
costs. Control of access, separation of grade, and other standards carefully de-
veloped by the States and the.Federal Government to meet traffic volumes of
1975. should be scrupulously followed to protect this tremendous, national asset.
Those who pronose penny-pinching, compromise with standards or stretchout of
the program must remember that nearly 40,000 Americans die each year on our
horse-and-buggy.roads.

2-4. Federal aid secondary: Counties which have primary responsibility for
520,371 miles of lederal-aid secondary roads urge the Congress to honor Its
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commitment expressed In the 1956 act to Increase appropriations for the primary,
secondary, and urban extension systems by $25 million annually until they reach
a level of $1 billion a year. Each county, in cooperation with the State and Fed-
eral Government, should immediately undertake a more detailed highway needs
study upon which we can develop a realistic national program to keep develop-
ment of the secondary system in balance with the other systems of roads.

2-5. Comprehensive highway planning: Since the highway systems will have
great effect on the future development of both urban and rural areas, great
care should be exerted to insure that each section is designated to facilitate
the wisest possible development of the region. To this end:

(a) Every county should have planning and zoning machinery and regard-
les of size, should encourage on a continuing basis the planning and zoning
processes;

(b) The county highway plan approved by the elected officials should be
developed in cooperation with the planning body and should make adequate
allowance for agricultural, industrial, and residential development; urban re-
newal; coordination of highways with water, rail, air, and truck transportation;
and, should take into consideration such factors as recreational open space needis;

(c) The State highway departments should honor such plans where they
exist In a usable form and should encourage the development of such plans
where they do not exist through the use of 11 percent funds authorized in
the Federal-aid program, the provision of State-collected data, technical staff
assistance, loan of technical equipment, provision of financial assistance for
Independent studies, State training of local personnel, and such other assistance
as is necessary;
(d) In the typical area where we have a welter of smaller political subdi-

visions engaged in highway planning and construction, the county (or several
counties acting together) which is the political unit representing all the people
of the area, should take the lead in coordinating all the area highway plans
and where possible, should serve as a single point of contact between the State
highway department and the area;

(e) Comprehensive highway planning must be diligently carried out to pro-
vide for prompt realistic action and informed decision under controls exer-
cised by elected representatives.

The CHAIRMAN. The Chair takes pleasure in submitting for the
record a letter from Clarence R. Miles, manager of the legislative de-
partment of the Chamber of Commerce of the United States in sup-
port of the expanded program as authorized in the 1956 Highway
Act.

(The letter referred to follows:)
CHAMBER OF COMMERCE OF THE UNITED STATES,

Washington, D.C., June 5, 1961.Hon. HARRY F. BYRD,

Senate Finance Committee,
,enate Ofee Building,
Washington, D.C.

DEAR SENATOR BYRD: The national chamber would like to present to your com-
mittee its views concerning the future of the Federal-aid highway program.

The chamber supports the expanded program as authorized in the 1956 Hich-
way Act. We are convinced that it is needed to remedy serious deficiencies in the
Nation's highways important to interstate commerce and national secu'itv.

Because of the national importance of the Interstate System, we are in agree-
ment that the Federal Government should continue to assume primary respon-
sibility for financing its modernization.

We also agree that the "pay-as-you-go" principle established in the act is
sound and should be maintained.

The President pointed out in his special message to the Congress that presently
scheduled revenues for the highway program will be insufficient to complete it
on schedule. We believe that it should be completed on schedule. Such addi-
tional financing as is required should be obtained to the maximum extent feasible
from current revenues. If such revenues are insufficient for these needs, addi-
tional funds should be obtained by reasonable and equitable increases In taxes
among the various classes of persons using the Federal-aid highways or other-
wise deriving demonstrable and direct benefits from such highways.



HIGHWAY FINANCING 95

It will be appreciated if this letter will be made a part of your current
hearings.

Cordially yours,
CLARENCE R. M ILES,

Manager, Legil tlive Department.
The CHAIR AN. The Senate is in session and we have been told that

we are not permitted to meet, so we will have to adjourn until tomor-
row morning. The three remaining witnesses will be called first
tomorrow morning.

(By direction of the chairman, the following is made a part of the
record:)

NEW MEXICO MOTOR CARRIKRS' ASsocIATION, INC.,
Albuquerque, N. Mex., March 7, 1961.

Hon. DENNIS CHAVEZ,
U.S. Senate, Wa8hfngton, D.C.

My DEAR SENATOR: Statements made by President John Kennedy In his spe-
cial message to Congress recommending major increases In Federal taxes paid
by heavy trucks are so far out of reason that we find it very difficult to prepare
an adequate statement.

While the New Mexico Motor Carriers' Association does not presume to talk
for the entire trucking !ndustry, we would like to point out that President Ken-
nedy has ignored a number of unrefutable facts:

1. The effects on design, construction, and maintenance of Federal-aid high-
ways by the various users and the frequency of such vehicles in the traffic
stream.

(Proper recognition of the value of these highways to the Nation's defense
must be given.)

2. The cost responsibility of each of these different types of vehicles together
with the benefits derived by each.

3. The direct and Indirect benefits accruing to other classes besides highway
users.

In his statement, President Kennedy has apparently Ignored items 1 and 3
of the above entirely, and the only conclusion that can be drawn is that he is
looking for a victim without losing popular votes.

Before any consideration Is given to raising highway user taxes, something
should certainly be done to halt the present diversion of such highway users
taxes into the general fund. At the present l-nie approximately $1,700 million
is being diverted yearly.

At the present time, highway user taxes collected, those going into the high-
way trust fund and those being diverted are as follows:

Going Into the highway trust fund:
Four cents per gallon Federal tax on highway motor fuel, gasoline,

and diesel;
The tax on tires and tubes;
The tax on tire retread material;
One-half of the 10 percent tax on new trucks, busses, and trailers;
The special $1.50 per 1,000 pounds Federal tax on all trucks having

a taxable gross weight greater than 26,000 pounds;
Five-eights of the 8 percent tax on automotive parts and accessories;

and
One-half of the 10 percent excise tax on new automobiles,

Motor vehicle taxes being diverted Into the general fund and not to the high-
way trust fund are-

One-half of the 10 percent Federal excise tax on new automobiles;
The remaining one-half of the 10 percent Federal excise tax on new trucks,

buses, and trailers;
The 6 cents per gallon tax on lubricating oils; and
Three-eights of the 8 percent tax on automotive parts and accessories.

The trucking Industry feels' that the highway trust fund should be supple-
mented by appropriations from the general fund in recognition to the nonhigh-
way user benefits of the expanded highway program.

Our position of opposition to Increases In highway user taxes is clear, and
before any Increased taxes to highway users are levied for the Federal highway
program, the, Congress should dedicate to the present highway program -the
present special highway user taxes that are diverted into the general fund, and



96 HIGHWAY FINANCING

which are depriving the highway trust fund of approximately $1,700 million each
year. This diversion will amount to, more than $20 billion during the life of the
highway program. We fall to see why there should be any diversion whatever.

We are very firmly opposed to the increases reconnended by President John
F. Kennedy.

Very truly yours,
LESLIE R. THOMAS,

Afanaging Director, New Mcxico Motor Carrier8 A88ociation., Inc.

ST. IoUiS TIRE DEALER' ASSOCIATION,
,St. Louis, Mo., June 3, 1961.

Senator HARRY F. BYRD,
Chairman, Finance Commtittce,
Senate Office Building,
Wash ington, D.C.

HONORABLE SIR: I would like to bring to your attention the hardship that
will be caused through the increase on the tread rubber for the proposed im-
provement of the national highway.

For the past 5 years the recapping Industry has been on a general decline and
this condition was brought about by the major rubber companies introducing a
third-line tire that Is very cheap in construction and was purposely manufactured
to replace the recapping market.

This tire was so priced and through national advertising in this advertising
the prices that were quoted were very close to the price range of a first-class re-
capped tire; therefore It was so attractive that the motoring public have been
buying these types of tires which automatically cut Into the recapper's field.

We heartily agree with the national highway program, but we do believe it
should be financed In such a way that it will not create an additional hardship
on those who are already facing a decrease in business due to the chaotic con-
dition in general that has been in existence for the past3 years.

The records will show that the major oil companies have been continuously
showing a financial increase every quarter when these financial reports are
printed in various trade papers and magazines and if you will definitely analyze
the various segments of business that will profit by this improved highway and
by the same token check the records as to the premium that is paid by the major
oil companies to build their service stations on these types of thoroughfares it
will automatically show that the major oil companies should pay a certain pro-
portion of the cost of the building and maintaining of these highways.

If you will analyze the method that Is being now used in the financing of
this program you will note that the diesel oils and recap rubber, tires, and tubes
have been Increased in price.

It is true that these Increases are added to the various lines of commodities
that are taxable without any resistance from Mr. John Q. Public, because Mr.
Big Businessman automatically adds this on to the products that are bought by
the public and these manufacturers do not In any way bear this increased cost
of these products which would automatically have a reflection from the profits
standpoint,

You know ds well as I do that John Q. Public is saddled with these types of
expenditures and the big manufacturers and oil companies have privileged tax
concessions, which is absolutely unfair from a tax standpoint of the small in-
dividual who has to pay his full share on his taxes withut any privileged
deductions.

Therefore, I believe that if this committee will make a complete study of the
depletion allowances that are granted the major oil companies before taxation
the figures will be startling and by the same token they are the main ones who
will profit continuously on the use of these highways because the more these
highways are traveled the more gasoline and diesel will be used and naturally
their margin of profit will be greater.

It should be understood that it is Impossible for the Individual small re-
capper to assume any additional cost in the recapping of tires because the re-
cappers pay a very high labor rate and any additional cost of operation will force
them out of business.

We sincerely hope that you will understand our position and if the above-
mentioned facts are studied I believe that you will agree Improvements of this



HIGHWAY FINANCING 97
nature should be financed by those who will greatly profit by such an in-
provement.

Trusting you will understand our position and recommend to your commit-
tee to approve the 2 cents per pound on tread rubber as proposed by the House
committee.

Sincerely yours,
CHAD. J. SWARTHOUT,

Executive Secretary.

STATEMENT OF THE AMERICAN AUTOMOBILE AsSOCIATION

We appreciate this opportunity to present the views of the American Automo-bile Association on behalf of its more than 7 million motorist members on House
passed H.R. 6713, the Federal Aid Highway Act of 1961.

We offer three specific proposals:
(1) We urge that the temporary fourth cent tax on gasoline enacted in 19'),

which is scheduled to expire June 30, 1961, be permitted to expire.
(2) We urge a 2-cent differential between Federal taxes on gasoline and

diesel fuel.
(3) We urge that the committee make provision in the tax schedule so thatnon-highway-user beneficiaries will pay their fair share. We feel that the high-way cost allocation report as provided for in section 210 of the Highway Actof 1956 definitely shows substantial benefits to non-highway-user beneficiaries.

Until an equitable way can be found to assess a tax specifically against non-highway-user beneficiaries, we suggest the transfer of sufficient funds each year
from the general fund to the highway trust fund to complete the program on aschedule determined by the Congress. If the program is to be completed onschedule in 1972 this will mean transferring from the general fund to the high-way trust fund each year an amount which will average about $675.8 million
over the next 11 years.

Should the committee agree with the recommendations of the President andthe House of Representatives that the highway program be completed on sched-ule, then we recommend the tax structure shown in the following table in lieuof that contained in H.R. 6713. Our detailed reasons f'.r these proposals are
set forth immediately following the table on page 3.

Estimated avengc annual trust fund revenues, flsoal 1962 through Sept. S0, 1972

Estimated. Percent Percent
average paid by paid byTax Item Rate revenue Percent autos and trucks

(millions) light over 8,000
trucks pounds

Gasoline ------------------ 3 cents per gallon .......... $1,971.0 53.3 78.4 21.6Diesel fuel ................. cents per gallon .......... 135.0 3.6 ---------- - 100.0Tread rubber ------------ 5 ents per pound --------- 33.4 .9 72.0 2 0Tires .................. --- 0 cents per pound -------- 387.0 14 74.0 A,0Inner tubes -------------- 10cents per pound ------- 18.0 .5 28.0 -72.0Truck use tax ............. $3 per 1,000 pounds over 165.0 4.6 ------- 100.02 ,000."... ...

Subtotal .....-............................. 2,709.4 ............ - 68. 31.3Truck excise ............... 10 percent ........-.----.- - -314.8 8. .Nonuser beneficiaries -------------------------- 675.8 83 .............
Total ........-................ ....... 700. 0 I0. 0 1

In addition to paying about 68.7 percent of highway csts, th pmsexiger car owners are paying about$1,600,000,000 each Year in excise taxes to the general fund (10 percent auto, 8 percent auto parts and acessoies). (See P. 18, H. Rept. 326, 87th Cong, 1st seas,' Dedicated to trust fund from general nL

DIESEL FUEL INCREASE ' TO 5 CENTS

AAA believes that the additional funds to be realized from the increase in thetruck use tax from $1.50 to $3 per 1,000 pounds over 26,000 pounds gross weight isa desirable step in the direction of adjusting the Federal tax structure so that thisheavy class of vehicles more nearly meets its fiscal responsibilities. However,
there Is another area of tax equity among various classes of highway users



98 HIGHWAY FINANCING

which merits additional congressional consideration. This calls for a differential
tax rate as between the users of gasoline and the users of diesel fuel.

Excise taxes on gasoline and diesel fuel to some extent foim a basis for meas-
uring highway use. However, to tax diesel fuel at the same rate as gasoline is
patently unfair to the users of gasoline. In similar vehicles diesel fuel users
obtain 60 percent more mileage out of a gallon of diesel fuel than do gasoline
users out of a gallon of gasoline.

An identical tax rate on both types of fuel permits diesel fuel users to escape
their proportionate share of highway cost responsibility. Increasing proportions
of heavy trucks are diesel powered. If the tax rates on gasoline and diesel fuel
are the same this will mean an increasing loss of fuel tax revenue. The inequity
will also increase.

GASOLINE TAX SHOULD BE REDUCED TO 8 CENTS

The States and highway users were told by Congress In 1959 that the fourth-
cent tax was temporary and would expire June 30, 1961. Since 1959 several
States, apparently relying on the June 30, 1961, expiration date, have increased
or are giving consideration to Increasing their gas tax rate.

The bill under consideration by your committee would extend this tax to
October 1, 1972, thus repudiating Congress' promise to the States and highway
users and Imposing on motorists another decade of inequity.

Gasoline undoubtedly Is the most overtaxed commodity in America. State
taxes average a fraction over 6 cents a gallon; the Federal tax brings this to 10
cents a gallon, Increasing by 50 percent the retail price of gasoline which Is by
no weans a luxury but a vital necessity to the vast majority of American families.

NONUSERS SHOULD HEW SUPPORT THE PROGRAM

There Is ample documentation showing the vast contribution of the Federal
highway program to the ge,,..-J. economic welfare of the Nation, to the national
defense, and to various segments of the economy which derive benefits from the
highway program without making direct contributions to the highway trust fund.
For example, part VI of the "Highway Cost Allocation Study" dealing with the
economic and social effects of highway improvement shows conclusively the Im-
portant benefits that flow in many directions from the Federal-aid program.

Congress in 1956 recognized the potential inequities of the taxing program and
called for extensive studies as to the taxes that should be paid by those benefiting
from the highways other than through direct use, as well as the proper distribu-
tion of taxes among various classes of vehicles using the highways.

The House Ways and Means Committee In its report on the Federal-Aid High-
way Act of 1961 stated that It was "impressed with the nonhighway user benefits
which will be derived from the highway program." However, the tax schedule
in H.R. 6713 does not recognize nonuser obligations. We believe that this Is
Inequitable.

CONCLUSION

In conclusion, we respectfully urge the committee to amend title II of H.U.
6713 providing for-

(1) Expiration of the temporary fourth cent tax on gasoline as scheduled on
June 30, 1961.

(2) A 2-cent differential between Federal taxes on gasoline and diesel fuel.
Thus the diesel fuel tax should be raised to 5 cents as against a 3-cent gasoline
tax.

(3) The recognition of the tax obligation of nonhighway user beneficiaries.
Until an equitable way is found to assess a tax specifically against nonhighway
user beneficiaries, H.R. 6713 should be amended to authorize the transfer of
sufficient funds from the general fund to the highway trust fund so as to com-
plete the highway program on a scheduled determined by the Congress.

MONSEY, N.Y., June 5, 1961.
SENATE FINANCE COMMITTEE,
Senate Building, Washington, D.C.:

Reference highway bill, H.R. 6713, tax raise on tread rubber will seriously
affect retreaders. No increase on tread rubber excise tax should be considered
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at this time. Diminishing returns will not help to finance highway program.
Independent retreaders are faced with severe competition from low-quality new
tires and consumer safety is at stake. As an independent retreader I ask that
you study our problems before voting.

FRED DRESDALU
Daley Tire Service.

LAxEwooD, OHIo, June 6,1961.
Hon. HARRY FLOOD BYRD,
Senate Office Building, Washington, D.C.:

We strongly urge your support in voting against any further increase in excise
tax on tread rubber as proposed in the President's highway tax bill. We believe
this unfair and discriminatory against the independent tire retreaders and
would imperil their chance of remaining in business.

CARL H. MOCAouE,
Executive Secretary, Greater Cleveland Tire Dealers Assoolation.

OAKLAND, CALIF., June 7, 1961.
Hon. IARRY BYRD,
U.S. Senate, Washington, D.C.:

Eleven hundred California independent tire dealers and retreaders urge you
to oppose the 231 percent tax increase on tread rubber as recommended by Presi-
dent Kennedy. Fifty-four percent of all tires are bought by people who earn
$6,000 a year or less. These people want a good, safe, reliable tire at a price
they can afford to pay. The abnormal tax increase on tread rubber will en-
courage people to buy new, unsafe, cheap tires. This is a manufacturer's tax
and not to be Imposed on small independent rebuilders of tires. The 2-cent pro-
posed Increase is much above the increases on other tire items. Any increase in
the tax on new tires, tubes, and tread rubber should be proportionately equal.
Your consideration of these facts is solicited and appreciated.

JOSEPH MAHER
President, California State Tire Dealers Association.

THE SHIPPERS' CONFERENCE OF GREATER NEW YORK,Brooklyn, N. Y.,hMay 31, 1961.

Hon. DENNIS CHAV FZ,
Chairman, Senate Public Works Committee,
U.S. Senate Office Bulildng, Washington, D.C.

DEAR SENATOR CHAVEZ: We understand that H.R. 6713, the Federal-Aid
Highway Act of 1961, is now before your committee for consideration. The
Shippers' Conference of Greater New York hereby registers its opposition to
title II of this bill, entitled "Internal Revenue Code and Highway Trust Fund
Amendments." a

The conference includes in its membership traffic officers in charge of the
transportation of industrial concerns or commercial organizations and repre-
sentatives of shippers located in, or interested in transportation to or from, the
metropolitan district of Greater New York. It does not include any carrier
membership.

A large number of our membership operate their own trucks or fleets of trucks.
The recommended tax increases would present an additional burden on them
which would result in greater inflation. It will ultimately fall on the con-
sumer due to increased costs on every type of industrial and commercial product.

Many of these taxes which are levied on motor vehicles are placed and left in
the general fund, whereas they should be earmarked and kept in the fund for
which they were collected; namely, the highway program.

The truck operators are being assessed by local, State, and Federal authorities.
The proposed increased taxes cannot be absorbed and will have to be passed on
to the general public.

We strongly urge that this measure be defeated.
Respectfully yours,

D. J. SPEERT, (harlmant.

(Whereupon, at 12:15 p.m., the committee adjourned to reconvene
at 10 a.m., Wednesday June 7,1961.)





TITLE II OF H.R. 6713 RELATING TO HIGHWAY
FINANCING

WEDNESDAY, JUNE 7, 1961

U.S. SENATE,

COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10:10 a.m., in room 2221,

Senate Office Building, Senator Harry F. Byrd (chairman)
presiding.

Present: Senators Byrd, Gore, Talmadge, Hartke, Williams, Ben-
nett, Morton, and Douglas.

Also present: Elizabeth Springer, chief clerk.
The CHIAIRMAN. The committee will come to order. Hearings are

resumed on title II of H.R. 6713.
The first witness is Mr. Thomas R. Kingsley, the Movers Confer-

ence of America.
Mr. Kingsley, will you come forward and proceed, please?

STATEMENT OF THOMAS R. KINGSLEY, MOVERS CONFERENCE OF
AMERICA

Mr. KINGSLEY. Mr. Chairman, Senator Douglas, my name is
Thomas R. Kingsley. I am general manager of the Movers Confer-
ence of America. The movers conference was organized in 1943 as
the national association for the moving industry. It is a voluntary
membership organization dedicated to the interests of motor carriers
of household goods and is representative of members located through-
out all parts of the United States . The offices of the movers confer-
ence are located at 1616 P Street NW., Washington, D.C.

I deeply appreciate the opportunity to come before this committee
and testify on H.R. 6713.
• We are concerned particularly with the proposed increase in the
highway motor vehicle use tax imposed under section 4481 (a) of
the code as amended. This tax currently is imposed at the rate of
$1.50 per year for each 1,000 pounds of taxable gross weight. As
this tax has been applied to tle moving industry it has been par-
ticularly discriminatory in its incidence. Under standards which
are purely artificial, this industry is being taxed for something which
does not exist and which can never exist.

In order to bring into perspective the role of this industry in the
family life and economy of the Nation, I should like to make reference
for the record to certain maps and data.

I believe that they have been passed around.
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One is entitled: "Mobility of the Population of the United States:
April 1958-59"; Bureau of Census, U.S. Department of Commerce;
Series P-20, No. 104; September 30, 1960.

The other is entitled: "Components of Population Change by
States: 1950-60"; Bureau of Census, IU.S. Department of Commerce;
Series P-25, No. 227; April 26, 1961.

Mr. KINoSLEY. The first is a current population report showing
population characteristics. It shows the number of people moving
and breaks it down into location, type of residence, occupation, color,
sex and age, marital and employment status, and numerous other
classifications.

The second contains maps on the last two pages showing net migra-
tion losses and increases among the States during the past two decades.

The Bureau of 'Census reports that one out of every five persons
moves from one residence to another each year.

Of the 45 million American families, more than 9 million are in-
volved in the annual move from one home to another.

The military alone spends well over a hundred million dollars an-
nually in moving the household goods and personal effects of service-
men and their families.

American business spends well Over a hundred million dollars an-
nually moving its employees about the country.

Several bills currently are pending to allow those who move from
depressed 'areas for purposes of obtaining employment to obtain a
deduction for the expenses incurred in moving family and household
effects.President Kennedy last week sent to the Congress a bill (I.R.
7373) which would provide for the retraining and moving of unem-
ployed workers. The bill proposes to pay 50 percent of the expenses
incurred in the moving of these workers and their families and house-
hold effects to areas where jobs are available.

Moving the personal possessions of these families is the service
provided by the members of this industry. The moving and storage
industry is comprised of approximately 12,000 local, intrastate; and
interstate moving companies. Approximately 3,184 of these corm
panies hold certificates front the Interstate Commerce Commission
identifying them as motor common carriers of household goods.
Intrastate movers are classified and identified in the same way by
State utilities commissions in almost all of the States. Many of the
larger cities, and even numerous smaller cities, by local ordinance or
State Public utilities laws, similarly remilate and define the scone of
operations of local movers. For example, in the city of New York
alone there are about 1.000 movers licensed for local moving by
the New York Public Utilities Commission. The only exceptions in
State regulation which come to mind are Delaware, Maryhund, New
Hampshire,' New Jersey, and the District of Columbia where motor

-carriers generally are not regulated but in which States,'nevertheless,
movers require and do use the same special types of equipment because
of the kind of service which they render.

The Interstate Commerce Commission and State commissions define
"household goods" authority,.in the certificates or licenses issued as a
franchise, as a type of service requiring special skills and special
equipment.
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The foregoing is useful in order to understand the fallacy of cer-
tain objections which the Treasury insists upon raising to avoid
correction of admitted inequities in the Federal-highway use tax.

It is of the utmost importance that we clearly distinguish and estab-
lish the fact that we are not here asking for favored treatment or
for any subsidy. We are here pleading only for the correction of an
inequity which is acknowledged to exist under the classifications set
forth in the Federal highway use tax.

When the Treasury first proposed the regulations that led to
Treasury Decision 6216, the moving industry was concerned with
respect to the method of determining taxable gross weight. That
this concern was no idle matter became apparent when the manda-
tory use tax schedule of the Treasury was released. The schedules
resulted in the compulsory assignment of taxable gross weights to
moving vans which were based on studies of the Treasury, and the
Bureau of Public Roads that involved weight loads of more tian three
times the loads actually carried by movers. These facts are not in
dispute by the Treasury, as they were stipulated to by the Govern-
ment in the course of a lawsuit in the Court of Claims. We have
attached on the back of this statement a chart and two of the court's
findings. You will find them on the last two pages.

This stipulation showed that the load density of moving vans was
less than 6 pounds per cubic foot. The loads included in the study by
the Bureau of Public Roads, on which the Treasury issued its regula-
tions had a load density of more than 25 pounds per cubic foot in the
ease of 91 percent of all the cargoes included in the Bureau of Public
Roads' studies. This means that 9 percent of the cargoes had a load
density of less than 25 pounds. And, as stipulated, the load density
of movers was actually 6 pounds per cubic foot. This has resulted in
discrepancies beyond justification under any concept of general aver-
aging or simplified tax administration. In its opinion, the Court of
Claims recognized that household goods "are much lighter than the
merchandise normally carried in trailers used for general hauling
purposes" and stated that this artificial classification was in fact made
by Congress itself. The court said:

In the instant situation Congress recognlse, as does the plaintiff, that it would
he Impracticable to weight actual loads' for the purpose of assessing the tax.
It was a taxpayable once a year. Practically, it had to be based on capacities
of equipment. Congress might htave provided that if. a taxpayer could prove
that it was in the kind of business in which it never used the equipment up to
its weight capacity, or that under Its Interstate Commerce Commission license it
could not lawfully so use its equipment, the tax'should be reduced accordingly.
Whether such differential treatment of various 'classes of highway users would
have created administrative difficulty and expense disproportionate to the
benefits resulting from it was a problem for Congress, not for the courts.

While the Treasury occasionally expressed sympathy with the
plight in which the moving industry has found itself under the :high-
way motor vehicle use tax,.it.has been unwilling to provide any ad-
ministrative relief and has opposed legislative relief on the ground
that this Would set a precedent for other industries to comlain and,
further, that it might lead to problems of enforcement. Neither of
these objections appears to be well taken. The discrimination against
the moving industry has been admitted by the Government and has
been so found by the Court of Claims. Other industries have not
significantly complained as far as we know, with the exception of
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carriers of automobiles. Thus, fear of the Treasury that a recognition
of the plight of the moving industry was a Pandora's box is largely
imaginary. We feel strongly that the discrimination against our
industry should be removed and that. we should be taxed according to
a weight that bears a teNable relationship to the undisputed facts, he
gross weights of moving vans. If the increase in the tax rate for
$1.50 to $3 per thousand pounds under the action by the House is put
into effect, this discrimination against the moving industry would
be compounded.

In other words, the taxing of weights that do not and can never
exist would be doubled by reason of the artificial standards which
apply.

The House has recognized in part the problem of the moving indus-
try by calling for a study of the matter. There is no need for fur-
ther study since the facts on the discrimination against the moving
industry are well known to the Treasury and to the courts and are
not susceptible to dispute by th- Government. The moving industry
has patiently waited for relief for several years. To force it to wait
for the outcome of further studies at the same time as the tax rate
is doubled would be to double the discrimination against, the moving
industry. The result is that movers would continue to pay a much
heavier tax than they would have to pay if the tax bore a reasonable
relationship to the actual gro-s weights of moving vans in their maxi-
mum loads.

The problem of enforcement can be easily exaggerated in the case of
this industry. The reason for this is that the moving industry is
regulated by the Interstate Commerce Commission insofar as movers
engage in interstate commerce and by State commissions insofar as
they move in intrastate commerce.

Under these regulations the moving vans can be used only in serv-
icing shipments of household goods and related items. This was
demonstrated to the Government's satisfaction during the war years
when it attempted to force the use of moving vans for hauling gen-
eral commodity cargoes. Any apprehension that. movers will use their
equipment loosely in various typos of motor carrier service is to ig-
nore the several natural economic divisions of the motor carrier in-
dustry. These natural divisions of the common carrier motor service
have 'been separately classified for economic regulatory purposes for
more than a quarter of a century. The liceuise is a. very valuable
piece of property, and no mover would endanger its possession by
using his equipment in violation oi the ICC and State regulations.
There is no problem, therefore, of identifying moving companies and
the equipment they use. The determination is readily ascertained on
the basis of self-assessment, which is the basis now used in the admin-
istration of the highway use tax. Virtually the whole Federal tax
system is based on self-declaration by the taxpayer. This is the
method of reporting and paying the current tax, and would continue
to be. the method with the change we propose unless, for other reasons,
the Treasury should revise its methods of enforcement. 'I'fiere would,
therefore, be no problem of enforcement.
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Under Treasury regulations the highway use tax has been based
on an average of a gross weight of highway motor vehicles on the
basis of unloaded weights and without regard to actual weight of
loads customarily carried. As a result of this, it is not possible for
any taxpayer to challenge the unfairness of the methods of averag-
ing by the Treasury since the facts on weights peculiar to any user or
groups of users of highway motor vehicles are deemed irrelevant.
It is urged that the area of administrative latitude of the Secretary
of the Treasury in prescribing practical gross weights be limited
either by requiring a special classification for the moving industry
and others similarly situated, or by restricting the Secretary to a
margin of error--say of 25 percent-in computing the average
weights of loads. This could be done by an amendment placing a rea-
sonable restriction on just how "artificial," in the words of the Court
of Claims, the classification should be. Such an amendment would
pay due respect to the practicalities of tax administration by allow-
ing general classifications of vehicles within a reasonable administra-
tive margin of error.

Such an amendment might be worded as follows:
Section 4482(b) to be amended by adding to the end thereof the following

new sentence: "No regulation, however, shall result in a taxable gross weight
which exceeds the actual unloaded weight of a highway motor vehicle (and any
semitrailer or trailer) as provided in paragraph 1 (A) and (B), and 125 per-
cent of the actual weight of the maximum load carr'ed on such vehicle in
customary use by the taxpayer or others similarly situated with respect to such
use, as provided in paragraph 2."

On behalf of the moving industry, we earnestly urge your adoption
of this amendment or an amendment to require the Treasury Depart-
ment to prescribe a separate classification for the moving industry.

The latter type of amendment was before the 86th Congress in a
bill (S. 172) introduced by Senator Kerr. It embraced amendments
which are reasonable and just and more highly desired by movers.
Nevertheless, the language we have proposed in the suggested amend-
ment above is an acceptable alternative, and it does have the merit
of broadly contributing to sound tax legislation.

Thank you very much, Mr. Chairman.
(The attachments to Mr. Kingsley's statement follow:)
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SHIPPING DENSITIES OF CARGOES
CARRIED BY MOTOR TRUCK

Percent Less tm 25 Over 25 Pounds
(%) Pounds per cu. Ft. per cu. ft.

100
90 91%80
70
60
50
40
30

20
10

Sbwcm FindingscfFoct Nos. 20 and 21 by te U.S. Court of Claims
In North America Va Lines, Inc. v. United States of America, 169
F. Supp. 252 (193%9*

Findings of fact No s. 20 and 21 by the U.S. Court of Claims In North Amer-
oan Van Lines, Ino. v. United States of Amerioa, 169 F. Supp. 252 (1959).

"20. For the year 1954, statistics gathered by the Bureau of Public Roads
show that in the U.S. trucking Industry as a whole:

"(a) Approximately 9 percent of the cargoes carried had shipping densi-
ties of less thar 25 pounds per cubic foot;

"(b) Approximately 39 percent of the cargoes carried had shipping densi-
ties of between 25 and 50 pounds per cubic foot;

"(c) Approximately 17 percent of the cargoes carried had shipping densi,
ties of between 50 and 100 pounds per cubic foot;

"(d) Approximately 35 percent of the cargoes carried had shipping densi-
ties of more than 100 pounds per cubic foot."

"21. The total tonnage carried in trucks in 1954 amounted to approximately
1,650,825,000 tons. Of this total, some 29 million tons were accounted for by
cargoes which had shipping densities of less than 10 pounds per cubic foot, and
these cargoes consisted of 16 types of commodities including household goods.
Of the 29) millon tons, 929,000 tons consisted of household goods. While the
total figures have been the subject of variance since 1954, the percentage distribu-
tion of cargo load densities has not varied substantially in the years since 1954."

The CHAIRMAN. Thank you ver*z much, Mr. Kingsley.
Are there any questions?
Senator ])ouor.As. May I ask a question, Mr. Chairman?
The CH ..IRMAN. Senator Douglas.
Senator DOUGLAS. Does your proposal boil down to a suggestion

that 62.5 percent of the maximum load be taken Vs customary load,
rather than 100 percent; that is, take one-half of 125 percent?

Mr. KIssLEY. Senator, I am not quite certain that it would work
just exactly that way.

Senator DOUGLAS. It is the amendment you suggest.
Mr. KiNGSLrY. In other words under this proposal, there could be

no more margin than 25 percent between the schedule which has been
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established by the Treasury and the maximum weight customarily
carried. So that if, under the schedule, the taxpayer is charged with
having 40,000 pounds under the tax schedule, and, in fact, he does
not have maximum loads of more than 27,000 pounds, the r. .rgin
between those two would be reduced to 25 percent.

Senator DOUGLAS. Well, how can you determine the customary
weights which are actually carried ?

Mr. KiNGSLEY. Senator, the Bureau of Public Roads was able to
determine that. On the last page are some findings of fact which were
matters of stipulation based upon studies made by the Bureau of
Public Roads. These were used as a basis for the regulations and the
schedules established by the Ti ,asury. Now, finding of fact No. 21
has gone so far as to determ.iio even the number of tons carried by
each of about 16 different classifications of carriers. Here they found
that there were 929,000 tons carried by movers, compared to an over-
all total of 1,650,825,000 tons for all of the various ?.argoes carried
over the highways.

Also, the business of moving is highly regulated. Weighing of each
shipment is required. And, in fact, the regulations in some of the
States are so sophisticated that the number and domicile of agents and
vehicles that the mover can use are even regulated.

Senator DOUGLAS. Well, what weight per cubic foot, under this sys-
tem, would be taxed?

Mr. KiNGSLEY. Senator, it would not disturb the Treasury sched-
ules currently in effect; they were based on overall weight density
averages, which stretched all the way from 6 pounds, or perhaps even
less, per cubic foot to cargoes well over 100 pounds per cubic foot. It
would not disturb those schedules, except to make possible adjust-
ments, perhaps at the end of the year, as is done for many other taxes,
for those taxpayers whose maximum weights are substantially below
the schedules. The taxpayer could apply for credit or refund.

Senator DOUGLAS. How many sub-classifications would you have?
Sixteen.?

Mr. INGSLEY. No; since 1956, when the schedules were put in effect,
others have been satisfied with the schedule. Apparently, the only
two who have had difficulties under them have been the movers and
the automobile transporters. We do not know, ourselves, of com-
plaints by other groups. If there have been, we do not know of them.
But we feel so strongly about the discrimination under the schedules
that we have taken two cases to court and we have been before the
Treasury constantly. We have also had bills before the Congress.

Many of the States have differentials in the license plate registra-
tion fees. For example, in some States movers pay on a different
schedule altogether, because of lower weights andless frequency of
highway use.

Senator DOUGLAS. Well, your contention is that the actual weights
are only*a fraction of the capacity weights upon which you are taxed,
is that not true?

Mr. KINGSLEY. I am not quite certain I understand the question, sir.
Senator DouoLAs. I must be very stupid this morning.
Mr. KiNGSLEY. No, sir; pardon me. I did not get your question.
Senator DOUGLAS. I thought your contention was that the actual

weights carried by movers were only a fraction of the potential carry-
ing weights upon which you are taxed. Is that not your contention ?
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Mr. KINGSLEY. No, Senator, because even our potential ol our
particular type of equipment is much lower than for other types of
vehicles. It is the construction of the van itself and type of service
that makvs this so. Actually, the schedules were designed, were set
up so that rates are determined by the unloaded weights of tractors
and the number of axles that the tractor may have; that is, the trac-
tor that pulls the trailers and the smnitrailers, the power unit. The
taxable gross weight under the schedule is based on averages of un-
loaded weights of those tractors, and the number of axles that they
have.

Now, while it is true that we have tractors in all these different
weight groups, and that, for example, you might have a 9,500-pound
tractor that would be taxed on a. taxable gross weight basis of 50,000
pounds; nevertheless, its service in the moving business would never
be used for weights that high, because we just do not have those kinds
of weights.

Senator WILLIAMS. Would there l)e any occasions when you did
use that full 50,000 pounds?

Mr. KINGSLEY. Senator, not that I know of.
Senator WILLIAMS. You mean you are taxed at weights higher than

you ever use under any circumstances; is that correct?
Mr. KINOSLEY. Yes, that is correct, Senator.
The CrARMAx. Are there any further questions?
(No response.)
The CHAIRMAN. Thank you very much, Mr. Kingsley.
Mr. KINwsLmY. Thank you, sir.
(The following was subsequently received for the record:)

MOVERS CONFERENCE OF AMERICA,
Washington, D.C., June 7, 1961.

Hon. HARRY IF. BYRD,
U.S. Senate, Wa8hingtont, D.C.

MY DEAR SENATOR BYRD: This is to confirm and also to clarify what I said
in my testimony before the Senate Finance Committee.

The Movers Conference is primarily concerned with obtaining relief under
the Federal highway motor vehicle use tax by being assured that the weight
classifications applicable to movers will bear some reasonable relationship to
the maximum weights that cain be carried by movers in their customary use
of equipment. The discrimination has arisen because of the light density of
goods carried by movers in comparison with other motor carriers.

This objective could be achieved in one of two ways--either (a) a direction
to the Treasury to provide a special classification or the moving industry, or
(b) a limitation on he averaging technique used in fixing taxable gross weights
for the loads customarily carried.

In my testimony before the Finance Committee, I gave langauge for the
second technique and briefly referred to the method followed in the Kerr bill
(S, 172 of the 86th Cong.). The provision In the Kerr bill is as follows:

"That section 4482 (b) of the Internal Revenue Code of 1954 (relating to
definition of taxable gross weight) is amended by adding at the end thereof
the following new sentence: 'Such regulations shall prescribe separate classi-
fications for highway motor vehicles used exclusively in combination with
semitrailers equipped with furniture van or automobile transporter bodies.'"?

If you believe that the special classification in the Kerr bill would be more
fmitable, we sl~ould be very happy with it. It would require the Treasury De-
partment to precribe separate classifications for the moving industry and for
carriers of automobiles.

Since these two types of motor carriers use highly distinctive equipment which.
under the regulations of the Interstate Commerce Commission, can be used only
to haul household goods and automobiles, respectively, a separate classification
should present no series problem of definition or tax administration.
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We sincerely believe there have been enough studies and earnestly urge the
correction of this discriminatory taxing of movers before compounding the in-
equity by doubling the tax and requiring of movers added payments for weights
which can never exist.

Respectfully yours,
THOMAS It. KINGSLEY,

General Manager.

The CtAn1MAN. The next witness is Mr. W. W. Marsh of the Na-
tional Tire Dealers & Retreaders Association.

STATEMENT OF WINSTON W. MARSH, EXECUTIVE SECRETARY
AND GENERAL MANAGER, NATIONAL TIRE DEALERS &.RETREAD-
ERS ASSOCIATION, INC.

Mr. MARSh. Mr. Chairman, my name is Winston W. Marsh. I am
executive secretary and general manager for the National Tire Dealers
and Retreaders Association, Inc., a nonprofit trade association. This
is the only organization which represents and speaks for the inde-
pendent tire dealers and tire retreaders of the United States. The
association has members in each of the States land to be eligible for
membership a tire dealer or retreader must be completely independent
of manufacturers, suppliers, and chainstores and thus each one is truly
an independent, small business. Our membership at the present time
exceeds 3,000 in number. The average member employs six persons
plus himself and sells and services tires in a local market. About 80
l)ercent of these members are retreaders.

As small businessmen we are concerned with the economy of our
country, and this association and its members are in favor of and
support the highway program and the pay-as-you-go principle forfinancing it. We believe, however, that t. 6713 was passed in the
House without a full awareness of the impact that the proposed in-
crease in the excise tax on tread rubber will have on independent re-
treaders in the United States. We hope that this statement Will ex-
plain the position of the independent tire retreaders on this bill. It
seems incongruous for the Congress to pass legislation which we will
demonstrate could seriously hurt the independent tire retreader when,
at the same time, the Congress is vitally concerned with measures to
aid and strengthen small business in the United States.

The present tax on tread rubber is 3 cents per pound. H.R. 6713
will increase this to 5 cents per pound.

We will examine briefly the effect that this increase will have on
the market for retreaded tires, and then consider whether the increase
in this excise tax will in fact produce the desired increased revenue.

The retreading industry, although known back in the early twenties,
achieved its major growth during World War II when it played a
major role in America's defense effort. During the war the motoring
public and commercial users relied heavily on retreaded tires. The
retreading industry will play a vital part in any new major defense
effort and must be kept strong, Since this is a Defense Highway Sys-
tem for the protection of the entire Nation, it is only fair that. every
taxpayer should share to some extent the cost of the program. Weak-
ening the retreading industry is not in the best interest of our national
defense.

With such rapid growth, experience with the use of retreaded tires
was mixed. Recognizing that the postwar public did not generally
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af'cept and use retreaded tires, the Tire Retreading Institute, a di.
vision of the National Tire Dealers and Retreaders Association,.was
formed in 1955 to establish minimum standards for the retreading of
tires to produce a safe quality product at a low price. Each member
shop is inspected annually by the United States Testing Co. to deter.
mine whether the shop and the methods are in compliance with the
standards and specifications. There are no comparable standards in
the new-tire industry.

On February 16, 1956, in a statement before the House Ways and
Means Committee which was then considering the Highway Revenue
Act of 1956, we predicted that an excise tax on tread rubber would
increase the sale and use of cheap, low quality new tires. Attached
to this statement as an appendix are copies of recent ads for new tires
which bear out this prediction.

Cheap, low-quality tires now supply 20 percent of the replacement
market. To avoid exceeding my time limitation before the commit-
tee, cutaways of a quality retread and cutaways of cheap new tires,
will be delivered to your office so that you may examine and coni-
pare the quality of each. New tires of this quality are advertised at

8.88 up, plus tax, quality retreads of the same size currently retail
for about $13.95. According to the Look magazine "National Auto-
mobile and Tire Survey of 1960," 25 percent of all retreads were pur-
chased by persons having an income under $4,800 per year; 75 per-
cent of all retreads were purchased by persons having an income of
less than $7,000 per year. Retreads comprise 27.8 percent of all re-
placement tires in use. People in this income bracket must look for
quality and safety. One of the biggest users of passenger retreads is
the taxicab industry. Economy is essential to a profitable taxicab
operation. Taxicab owners do not buy cheap new tires, but rely
primarily on retreaded tires.

rlie American public is notably "new-product conscious." Con-
sumners avoid used or reconditioned items when new articles can be
purchased for nearly the same price. Many consumers have been
led to believe that a new, cheap low-gil-ae tire is equal to or superior
to the premium retreaded tire. However, in 1960, 29,500,0010 pas-
senger tires were retreaded and sold for highway use; 7,300,000 truck
tires were retreaded and sold in 1960. The excise tax has already
been collected on each of these tires. The unused tread rubber is
buffed away and replaced by new tread rubber in the retreading op-
eration. Passenger tires are the biggest factor in retreading-60
percent of the tread rubber tax is collected from passenger tires-
and it is interesting to note, I might add, that the American Auto-
mobile Association has stated that this figure is apl)roximnately 72
percent. It appears to me that previous witnesses have overlooked
the fact that* we are talking here about a passenger tire problem.

It is of considerable importance to note that 75 percent. of the re-
treaded passenger tires were purchased by perswis with gross incomes
of less than $7,000 per year. If the price of retreaded tires is in-
creased by further excise taxes. the low-income groups in our e.cmony
will be forced to buy these $8.88 new tires at i considerable sac-
rifice in safety, performance,"and endurance. The safety in the useof retreads can be best demonstrated by the fact that. retreaded tires
are wed on commercial airplanes on all of the major airlines as well
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as on military vehicles and airplanes, emergency vehicles, police vehi-
cles, racing cars, and buses.

The retreaded tire is the only price regulator in the tire industry.
It is the retreaded tire which offers the competition to new tires
and was one of the primary reasons for price reductions on all grades
of new tires last year to prices comparable to those of 1950. The
Consumer Price Index issued by the Bureau of Labor Statistics
shows that the 1950 consumer index for new tires was 112.3; in 1960
the index was 121.8, and the 1961 index is 114.8, although. during this
period the index has reached as high as 134.

This, then, is the market for the retreaded tire--low-income groups,
trucks, public vehicles, aircraft.

This is the average retreader-a small businessman operating on
borrowed capital, serving a local market, working on a close margin
of profit, employing six people in his business, with an average in-
vestment of $25,000 in retread equipment and faced with buying new
high-speed equipment as it is developed in order to remain
competitive.

The present excise tax has caused problems for retreaders which
this c' -nmittee is probably not aware of, and which will be aggra-
vated and compounded by any tax increase. It is the policy of the'
Internal Revenue Service that new tires can be advertised at a price
plus tax, but this policy does not authorize advertising a retreaded
tire at a price plus tax because the Internal Revenue Service has
taken the position that this is not a manufacturer's tax but is a use
tax. The excise tax on new tires is determined by the average weight
table for each size of tire regardless of the actual weight. Retread-
ers are not permitted to do this, unless they weigh the amount of
tread rubber on each tire. Thus, the excise tax cannot be an "add
on" for a retread. It would be helpful if this committee would
recommend to the Internal Revenue Service that it permit the present
tax on retreads to be advertised in the same manner as is the tax
on the new tires.

When retreaded tires are sold to a State or municipality the re-
treader cannot deduct or get a refund for the excise tax paid on the
tread rubber, but the State government can buy tread rubber itself tax
free. The greater the excise tax the more incentive there will be for
local and State governments to establish their own retreading plants,
and some have been established already in State prisons where a good
bit of the public business is now done. Even the Federal Government
has opened two retreading plants in prisons plus those now operated
in their own military installations. Increasing the excise tax will
add more incentive for competition from public agencies which the
retreader is powerless to compete for. So, now these small business-
men find themselves faced with increased competition-this time from
their own Federal and State Governments.

The average retreaded passenger tire uses in excess of 9 pounds of
rubber in the retreading operation. Thus, under H.R. 6713, from a.
present tax of approximately 27 cents, the tax would increase to 45
cents per tire, an increase of 662 percent. Under the President's
proposal the increase would be 2331/3 percent. The increase on new
tires would be 25 percent. To attract the replacement tire buyer a
quality retread must compete in price with new tires. If the adver-

III
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tised and selling price of the retreaded tire is considerably above the
advertised price of the new tire, consumers will seek out the new tire
rather than the retread. The safety of retreaded tires has been well
established. To sacrifice safety is to destroy customer confidence, so
the retreader finds himself in an impossible dilemma-unable to com-
pete in price on one hand and unable to reduce quality and hold
customers on the other hand.

The tire retreader has pulled himself up by his own bootstraps
through the Tire Retreading Institute to fight for a share of the re-
placement tire market. He has developed a sound product, a safe
product, and one which is available to the motoring public at less
than one-half the cost of an equal quality new tire. Raising the tax
on tread rubber will have a crippling effect on these independent small
businessmen in their effort to maintain a business which will produce
even a small profit. It will not serve the public interest because the
safety of a motorist is served better by a safer quality retreaded tire
than a cheap, thin new tire. A $30 pair of shoes is not thrown away
when the sole wears out. Resoled, it is as good and comfortable as
before and far superior to a $10 shoe. So it is with retreaded tires.

I cannot emphasize to this committee the seriousness of this pro-
posal to the independent retreader. We have received hundreds of
letters from retreaders throughout the country testifying that this
excise tax will have a disastrous effect upon their business. Retread-
ing is about the last opportunity for small independent businessmen
to stay in the tire business.

But there is a further consideration which we believe will concern
this committee and that is, will this increase in fact produce more
revenue for the highway program? We are confident that the use of
retreaded tires on highway vehicles will drop sharply with the neces-
sary increase in price occasioned by this tax increase. It is our sincere
belief that the use of retreaded tires will decrease substantially and
most particularly in the passenger tire field when their advertised
prices are spread even further from the advertised price on new tires.

f this is so, the tax increase will not produce the revenue which it is
designed to do. There is a level of taxation for excise purposes beyond
which increases are self-defeating. You cannot collect tax on a com-
modity that has ceased to exist.

The tax on tread rubber in 1960 yielded only three-tenths of 1 per-
cent of the total of all automotive excise taxes received by the Federal
Government. This is the significance of the tax we are considering
which must be weighed against the impact of any increase on many
small businessmen and low income consumers.

We believe that this proposed increase will defeat itself and pro-
duce little, if any, more revenue, which at best is an insignificant por-
tion of the total excise taxes levied for the highway program, but it
will eliminate a number of small businesses from this field with a
resulting loss of business, increase in unemployment and reduction in
payrolls. To illustrate-there are approximately 10,000 retread shops
in the United States employing an average of 6 persons each. If the
increase in tread rubber taxes increases the sale of cheap new tires and
reduces the sale of retreads, as we are fearful it will, a mortality of
as low as 25 percent of the retread shops will add 15,000 persons to the
ranks of the unemployed. Another 1,000 unemployed will be added
at the retread supplier level for a total of 16,000.
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The proposed excise tax bn new tires and tubes would mean an in-
creased inventory investment of approximately $1,000 for the average
tire dealer on new tires alone. Investment in tread rubber would be in
addition to this.

And to all of this the inevitable capital requirement of meeting a
floor stock tax, a retroactive tax on current inventory, and the small
businessman selling tires will find himself with a serious capital re-
quirement which he may well not be able to meet. At the very least
this portion of the tax should be waived so as not to penalize the small
retrea(ler on his inventory for a relatively negligible tax return.

We are here this day with the earnest plea of an industry that has
grown by fighting for survival. We speak for small business and for
independent business in one of the most highly competitive industries
in the current economy. Our plea, we believe, is meritorious and
sound. It is, we believe, consistent with our support of the highway
program. We urge you to leave the excise tax on tread rubber un-
changed at this time. We believe that this will produce as much reve-
nue as the proposed increase would produce. It would permit a sub-
stantial segment of small business in the United States to continue its
fight for survival.

Mr. Chairman, in addition to this statement, I have attached an
appendix which we hope serves to illustrate the attachment here of
this number of 12 or 13 ads, which illustrate the problem I have tried
to outline in my statement.

This concludes my formal statement, and I want to take this op-
portunity to thank you for the privilege of being heard.

(The appendix referred to follows:)

APPENDIX TO STATEMENT OF WINSTON W. MARSH ON BEHALF OF TilE
NATIONAL TIRE DEALERS & I'R-1EADERs ASSOCIATION, INO.

The attached advertisements" give some idea of the type of competition exist-
ent in the tire business. The prices are unbelievably low in many cases. The
quality of the merchandise is dubious in many cases. There are no standards of
measurement in the new-tire field, so it Is a bewildering panorama of "premium,"
"first line," "second line" and "third line." While there are few who confess
to the nomenclature, there are even fourth-line tires and more than likely fifth
line as well. Imagine, It you can, a tire of this grade at expressway speeds.

In order to reduce some of the confusion in the minds of tire bluyers, the asso-
ciation has brought out a consumer tire guide. This guide helps the motorist
grade his tire needs by rating what he wants in safety, stability, speedability,
mileage, and retreadability.

The advertisements depict such things as "no trade in required," or "one
p~ce foi any size tire" or "by a famous maker" or "all first quality" or "for
safety and economy" or "we take the mystery out of tire buying." In fine or
almost microscopic print you will see the words "Federal excise tax extra."

It is this type of competition that faces the independent tire dealer-retreader.
In additibn to this, the retreater must add the cost of a casing ($2-$4) to the
price of the retread service itself if the customer needs this. Attached is an
advertisement that depicts the ad of an independent retreader trying to sell a
quality retread at $13.95 against this competition. He has identified himself with
the Tire Retreading Institute, told the story of his service and the fact that this
retread is guaranteed coast to coast.

Also attached is a comparison chart showing some of the specifications of a
"cheapie" snow tire (new) against a standard snow tire of the same size and a
regular highway-type tire for an automobile much smaller but with the same
rim size. The conclusions are obvious.

a The advertisements refetred t6 were made a part of the committee fAles.
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It would be a tragedy t4 deny tMe motoring public the benefit of a low-cost tire
mileage with safety as ic is now provided by the quality retreader. It would be
a tragedy to the retreader to be prit out of business by a Federal tax program.

The CHAIRMAN. Thank you very much, Mr. Marsh.
Are there any questions(No response.)

The CHAIRMAN. I thank you, sir.
Mr. MARSH. Thank you, Mr. Chairman.
The CIrAIRMAN. The next witness, Mr. Ernie Adamson, Middle-burg, Va.4,0 Cair would like to state that we have to be in the Senate at

12 o'clock to start voting on the housing bill, and we would appre-
ciate it if the witnesses could confine their oral remarks to 10 or 15
minutes and insert any additional statements in the record.

STATEMENT OF ERNIE ADAMSON, MIDDLEBURG, VA,

Mr. ADAMSON. My name is Ernie Adamson. I am an elderly
lawyer engaged in tle practice of transportation law. I have been
engaged in this practice for more than 40 years. I reside near
Middleburg, Va. I would like to point out to the committee that
all of the motor truckers are not prosperous and, indeed, there is a
sharp dividing line in the industry between the so-called regular route
operators and the irregular route operators. Some of the smaller
and poorer irregular route operators are finding it difficult to make
ends meet at the present time.

I did not come here to ask you to make any concession or reduc-
tion in the tax base. I do wish to point out to you that if a few
changes were made in section 203 of title II, and that is the section
covering the use tax, it would enable some of these smaller truckers
to stay in business and pay the tax. I suggest that a paragraph be
added to that section which would read, in substance, as follows:

Any taxes assessed and collected subject to the provisions of this section shall
be in lieu of any and all other taxes by State or local governments upon the
same vehicle or vehicles.

I also wish to recommend that a plate procedure be established. I
am sure the Treasury Department can promulgate the necessary regu-
lations. Each vehicle paying the tax under section 203 should bear
a plate so that we can tell who is paying the tax and who is not. This
plate should also be in lieu of any other identification marks that may
be required of other States, except, of course, the State in which the
vehicle is domiciled. If that were true, it would save the truckers
thousands of dollars.

Let me give you one concrete example. A trucker over in western
Pennsylvania, who operates in about 20 States via irregular routes,
and I guess he operates about 40 or 50 trucks, showed me a letter
from the tax authorities of the State of New York enclosing a sort
of a blank voucher. The letter said:

You must sign this voucher and return it to us agreehig to pay the expenses
of a couple of auditors to come to your place and audit your books to see
whether or not you are telling the truth In reporting your returns to the State
of New York. If you do not agree to do this, then you must load your books
in a truck and bring them over to Albany, N.Y., where we shall audit them.
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Now, I cannot view that in any way except that it is in the form
of a penalty. In other words, he pays the New York tax to use the
same federally aided highways that are covered by the Federal statute.
It is a use tax in New York, just as it is in the Feral statute. The
accountants tell me this is what they call a third structure tax, what-
ever that means.

Several of the States went into this taxing field long before the
Interstate Highway Act was passed, and in those cases, I belitive the
division of contribution was 50 percent for the State and 50 percent
for the Federal Government. Now it is 90-10, and they have not
changed their tax base at all; they are still taxing just as if they were
contributing 50 percent.

My point is that they have no right to tax anything. The Federal
Government has entered the field of taxing on the third structure, and
the Federal Government should handle it exclusively. If the States
feel that they should receive some additional contribution because of
the fact that the Congress will make the taxing power exclusive, that
is another matter entirely. But the average small trucker has to
spend about $5,000 a year, not in just paying these additional State
taxes, but in maintaining an accounting department that does noth-
ing-some of them have clerks who do nothing but account in their
records for the division of the mileage operated by the trucks.

Now, I have in mind one State where they sell their State license
plates to interstate truckers for 50 cents. Well, that is not burden-
some. But the accounting problem is. And unless something is done
to relieve the conditions that now exist, I am sure they will get worseinstead of better. And when we come to the point where a trucker,
whose average tax to the State of New York is $140 a year and they
tell him he has to pay the expenses of auditors to come to his place
because they do not believe that he reports-and I understand that
they go on tours and they are visiting offices of a large number of
motor trucking companies--the large, wealthy, regular route carriers,
of course, who take in more money and realize greater net profits,
maybe these things do not amount to so much to them. But for the
smaller and the poorer truckers, it has become a major element, and
if the committee is sufficiently impressed with mysuggestion, I shall
be happy to draft a couple of sample paragraphs and submit them
within the next day. However, I am sure that your staff is entirely
competent. They can do the job better than I could.

That is all I have to say, Mr. Chairman.
The CHATRMAN. Thank you very much, Mr. Adamson.
Are there any questions f
Senator DOUGLAS. May I very impishly say that I think the witness

is to be congratulated in emphasizing the national nature of the truck-
ing industry. Particularly is it nice to have a man from south of
the Mason-Dixon line emphasize it for us.

Mr. ADAMSON. Well, Senator, you cannot build roads without
money. I am not here asking that you reduce anything. I do be-
lieve that equity should enter into every tax bill, though, and common-
sense. And I am sure that unless something is done, this situation
is going to grow like a mushroom.

Take a fellow who operates in 40 States; he has a terrible problem.
His accounting department, just for keeping track of the mileage, will'
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probably run to $10,000 or $15,000 a year, regardless of the money he
pas out tothe States, and something mustbe done.IT hankyou.

The CJAJIMAN. Thank you, Mr. Adamson.
(The following was subsequently received for the record:)

HEAVY-SPECLIJZED CARILMkRS CONFERENCE,
Wa8hington, D.C., Juto 7, 1061.

CAIMAN, $MATE FI;ANcE COTMITT',
U.S. fenqto, Washi7Wggth D.C.

DEAR SIP: In regard to my statement before the committee this morning, I
would suggest the following additions to section 203, title II, H. R. 0713:

"Any and all taxes collected under the provisions of this section shall be in
lieu of any and all taxe.3 imposed by State or local governments, upon the same
vehicles.

"Each and every vehile subject to the provisions of this section, upon payment
of taxes accruing hereunder, shall display a suitable pl.te or identification mrk
to be prepared and issued subject to reasonable regulations promulgated by
the Secretary of the Treasury. Such plates or Identification markers shall
be in lieu of any other or further identification marks that may be required by
the governments of the several States, except In th0 State or States wherein
the vehicle or vehicles are domiciled."-

Yours very truly,
ERNIE ADAMSON, Attorney.

The CHAIRMAN. The next witness is Mr. James W. Heizer, of the
National Congress of Petroleum Retoilers.

STATEMENT OF JAMES W. HEIZER, ON BEHALF OF THE NATIONAL
CONGRESS OF PETROLEUM RETAILERS, INC.; ACCOMPANIED BY
WILLIAM D. TUCKER, BUSINESS MANAGER, AWJI4]U GASOLINE
RETAILF41 OF FLORIDA

Mr. TFIzEujt. Mr. Chairman and members of the committee, my naime
is James W. Heizer. I am executive secretary of the Virginia Gaso-
line Retailers Association, with executive offices in Roanoke, Va. I am
also a director and chairman of the Committee on National Legisla-
tion for the National Congress of Petroleum Retailers.

I am accompanied today by Mr. William D. Tucker, who is busi-
ness manager of the Allied Gasoline Retailers of Florida.

The National Congress of Petroleum Retailers is the national trade
association of the retail petroleum industry and is comprised of State
and local associations of gasoline retailers and automotive service sta-
tionx operators in 43 States, the District of Columbia, and Puerto Rico.
About 90 percent of the Nation's organized service station operators
are members of our national organization, and we are by far the
largest trade association in the oil industry in numbers of members and
number of businesses represented.

This is our basic position:
The Nation's service station operators represented by our national

organization strongly support the objectives of an adequate and ex-
panded interstate highwav system. We recognizethe need for Fed-
Oral financing of the roadbuilding program through highway user
taxes; and we believe that the objectives of our highway building pro-
gram, based on sound financing, can be. realized and should be realized
through means which are fair, equitable and in harmony with other
objectiveqs of our national poliy--including fair treatment for small
business.
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Within the framework of these principles, we come to the particular
concern of our testimony; namely, the gasoline tax and the inequitable
burden which it imposes on service station retailers in requiring them
to pay tax on gasoline Jost through shrinkage and evaporation.

Service station operators are the only business group in the oil in-
dustry who are subjected to this inequitable burden.

It is a burden which Congress did not intend, and which is coiltrary
to the basis on which extension of the present rate of the gasoline tax
is sought.

The existence and extent of this burden are clearly established by
surveys, technical studies and statistical evidence.

Because of this injustice, delegates at our last annual session went
on record as opposing any new gas tax measures which would continue
or increase this injustice. We specifically ask that this injustice be
corrected in accordance with established' legislative precedents, the
basis of the gasoline tax as a highway user measure, and equitable
treatment for small business.

Correction of this inequity with respect to Federal gasoline tax
can be attained through amendment to existing statutory provisions
or by incorporating such amendment in any highway user tax meas-
ure now proposed.

The amendment proposed is in harmony with existing ' refund pro-
visions applicable to Federal gasoline taxes, and administrative ma-
chinery for carrying it out is a ready fully established and operating
with respect to comparable provisions.

President Kennedy's message relative to "our Federal pay-as-you-
go highway program" deals with and refers to the gasoline tax as
a highway user tax." This is in accord with the legislative history

since 1955, and it accords with the basis on which extension of the
present rate of gasoline tax is now proposed.

A A basic inequity arises, however, in the area of discrepancy be-
tween the basis of the tax as a highway user tax and the manner in
which it is actually imposed; and reenactment of the tax without cor-
rection of this injustice is inconsistent with the basis on which such
reenactment is proposed.

The injustice to which we refer is the requirement under present
provisions that service station retailers pay gasoline tax at time of
delivery to their tanks on gasoline which is never used on the high-
way and never sold-because it is lost in the ground through evapo-
ration and shrinkage which occur in accordance with the physical
nature and properties of gasoline itself.

Unlike the tax on diesel fuel, which is imposed as a retailer's ex-
cise tax; i.e., on the retailer at the point of sale to the motorist, the
Federal gasoline tax is imposed at the point of sale by the producer
or wholesale distributor.

Internal Revenue Code, section 4081 (a) imposes the tax in the fol-
lowing language:

There Is hereby Imposed on gasoline sold by the producer or importer thereof,
or by any producer of gasoline, a tax of 3 cents a gallon.

Public Law 85- 842 added a subsection that:
On and after October 1, 1959, and before July 1, 1901, the tax Imposed by

this section shall be 4 cents a gallon.
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Public Law 86-342 also amended section 4082: Definitions, to define
"producer" so as to include wholesale distributor, and defined "whole-
sale distributor" as a person who-

(1) sells gasoline to producers, to retailers or to users who purchase in bulk
-quantities for delivery into bulk storage tanks, and who (2) elects to register
-and give bond with respect to the tax imposed * *

This latter provision was added to the law in 1959 so that oil job-
bers would not be required to prepay the gasoline tax to refiners on
gasoline which would be lost through evaporation and shrinkage be-
fore same was sold either to retailers or consumers. It is an equitable
provision.

But contrary to an impression which is sometimes encountered,
this amendment did nothing whatever to lessen the burden on service
station retailers of paying tax on gasoline lost through evaporation
and shrinkage.

This amendment does not permit a service station retailer to qualify
as a producer or wholesale distributor through casual bulk sales or
any other means. The regulations understandably specify that the
bulk sales referred to must be other than casual sales and, further,
that the person seeking registration as a wholesale distributor must
hold himself out to the public as being engaged in the wholesale dis-
tribution of gasoline, and be actually so engaged.

Under the statutes and regulations, producers, including whole-
sale distributors, may purchase gasoline tax free from one another,
not being liable for the tax until the point of sale to a retailer or
consumer.

The cumulative effect of these provisions on the retailer is inescapa-
ble:
He cannot purchase gasoline other than on a tax-prepaid basis. In

practice, this means that he must overpay the tax from the stand-
point of the purpose and theory under which it is imposed-that is,
that it is a highway user tax-sin.a a certain percentage of the gaso-
line which lie purchases and on which lie pays tax will be lost in the
ground through evaporation and shrinkage and cannot be resold and
used on the highway.

The burden is not only harsh but discriminatory against small
business, as service station operators are the only business group in
the oil industry to pay tax on gasoline lost tl~rough evaporation and
shrinkaxwe.

In selling gasoline to motorists, the Nation's 200,000 service station
retailers. are in competition with retail service station facilities oper-
ated by their own supplying companies and other integrated oil com-
panies, wholesale distributors, and so-called private brand chains.

The discrimination against service station retailers is clearly dis-
closed when we compare the impact of the tax upon the service station
retailers as compared to its impact upon any of the large oil company
suppliers which also operate substantial numbers of retail service
station facilities. Neither the integrated companies nor the wholesale
distributors suffer any loss through tax paid on evaporation and
shrinkage in any form; and this is true both as to their sales to retail-
ers, and also as to their sales to motorists from company-operated
service station facilities.
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Surely it is contrary to the principles of equitable and sound taxa-
tion to handicap small business retailers in the competitive struggle
for survival with giant integrated companies by requiring the small
business retailers to bear a tax burden from which the integrated com-
petitors are exempt.

Congress never intended that service station retailers bear this
inequitable burden.

At the time that the first gasoline tax measure was enacted, the
great majority of service station facilities were operated by refining
companies who suffered no tax loss on evaporation and shrinkage,
as the tax did not attach until the point of sale. The first gasoline
tax law set the pattern for subsequent enactments; but in the mean-
time the marketing structure of the industry changed from a prepon-
derance of refinery-operated service stations to a preponderance of
retailer-operated service stations. The discriminatory burden on re-
tailers, which was small at first and arose almost unperceived, has
since multiplied automatically with each successive increase in the rate
of gasoline tax.

While Congress did not intend this burden to arise, there is no
way in which the inequities can now be rectified except by congres-
sional action.

Service station operators' losses through shrinkage and evaporation
are established by authoritative surveys to be approximately 2 per-
cent.

Service station operators' shrinkage and evaporation losses on
gasoline are caused by the physical properties of gasoline itself.

Gasoline is a highly volatile liquid. It is this volatility which
causes gasoline to mix with air and propel the piston engines of high-
way vehicles. This volatility also causes gasoline to escape in vapor
from the tanks of the service station operator. If you go'behind any
service station where the exhaust vents come up out of the under-
ground storage tanks, you can smell the fumes of the gasoline which
is evaporating. If those vents were not there, the underground tanks
would blow up from vapor pressure.

A number of technical and statistical surveys conclusively show
the existence and extent of these losses due to evaporation alone.

Attached to this statement as exhibit A you will find "Study of
Normal Evaporation Losses, Navy Exchange, U.S. Naval Base, Key
West, Fla." This study was prepared and certified by Vapor Salvage
Systems, Inc., and forwarded to Washington under date of Auguist
31, 1954. It was prepared on a temperature-corrected basis so that
shrinkage due to differences between above-ground and below-ground
temperatures is not a factor.

Here are the conclusions set forth:
Gasoline losses due to evaporation alone at this naval excliange

service station were equal to 2.2 percent of throughput (gasoline dis-
pensed) on high test, and 2.8 percent on regular grade.Also attached hereto is exhibit. B, "Study of Normal Evaporation
Losses, Fuel Depot" at the U.S. Naval Base at Key West, Fla., Pre-
pared by the same firm and certified to Washington on the same date.

The conclusion of this study is that the rate of evaporation loss
from the Navy's own fuel depot was likewise equal to 2.2 percent of
the total of gasoline dispensed.
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Stanford Research Institute, in a recent survey of evaporation by
P. A. Magill Industrial Research Chemists, found that every transfer
of gasoline from one container to another will show a loss of one-
half to 1 percent. The retail operator participates in two transfers
and would thus show an average loss of 1 percent from this cause
alone, plus the evaporation losses from storage.

Service station operators also suffer tax losses on gasoline due to
temperature contraction. Official bulletins of the U.S. Bureau of
Standards show the established coefficients of contraction for gasoline
in various temperature ranges and according to physical properties,
particularly its specific gravity. These ta hleo show that gasoline
shrinks about 6 gallons per thousand for every 100 downward change
in temperature.

Service station operators' gasoline tanks are usually 6 feet under-
ground, covered by asphalt or concrete, and are virtually a cold
storage plant for gasoline at ground temperature of 600.

Gasoline is delivered to these tanks from vehicles (transport trucks
and tank trucks) which bring the gasoline from aboveground storage
tanks in the heat of the day through city streets to the service station.
In substantially all areas of the-United States, the temperaure at
which gasoline is delivered to the service station is above 600 most
of the year, and in some areas, particularly the Southern States,
substantially all of the time; and for every 100 by which the tem-
perature of the gasoline when delivered exceeds 600, the service
station operator suffers a loss due to contraction of six-tenths of 1
percent, or .30 gallons on a 5,000-gallon load delivery.
. Even in the northern areas of the United States, authoritative
studies show that combined shrinkage and evaporation losses suffered
by service station retailers are between 1/% and 2 percent.
. Attached as exhibit C is "Evaporation and Loss Analysis of Re-
tail Gasoline Dealers in Macomb, Oakland, Washtenaw, and Wayne
Counties of the State of Michigan." This study was prepared by
L. V. Messersmith, certified public accountant, Detroit, Mich., and
certified January 21,1952.

The conclusion of this survey is that the average loss suffered by
service station retailers due to shrinkage and evaporation is 1.6
percent.

Shrinkage and evaporation losses are officially recognized on State
gasoline tax provisions, and were also recognized by Federal regu-
latory agencies during gasoline rationing.

Most State gasoline taxes are levied on gasoline at the time it goes
into refiners' or wholesalers' storage tanks or is imported into the
State, and 39 States grant shrinkage and evaporation allowances
from 1 percent to 4 percent to refiners and wholesale distributors.

Thirteen States so far have adopted measures recognizing retail-
ers. shrinkage and evaporation losses, granting or directing refunds
therefor; and similar measures are pending in 15 other State legis-
tures this year.
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States which have adopted such refund laws for retailers are:
Percent Percent

Georgia ---------------------- 2. 0 North Dakota ------------------ 1.0
Florida ---------------------- 2.0 Utah ------------------------- 1.0
Minnesota -------------------- 1. 0 Wisconsin ---------------------. 5
Michigan --------------------- 1. 0 Tennessee ----------------------. 5
New Hampshire ---------------- 1.0 Colorado --------------------- 1. 0
Idaho ------------------------. 1.0 Texas -------------------------. 5
Ohio .------------------------1.0

It also should be pointed out that the U.S. Government has recog-
nized service station operators' shrinkage and evaporation losses.
During World War II, gasoline retailers' losses up to 2 percent of
total gasoline purchases were allowed by the Office of Price Ad-
ministration in computation of coupon credits on OPA Form R-
549, "Certificate of Shortage or Overage of Stock, Coupons, or Other
Evidences." See exhibit D attached, which is a photostat of the
OPA Form R--549.

The inequitable burden of paying Federal gasoline tax on gaso-
line lost through shrinkage and evaporation, now borne by service
station operators, shoulder corrected by amendment to the bill now
under consideration by this committee.

Bills to relieve the inequitable burden now borne by service sta-
tion operators through refunding their overpayment of the tax have
been introduced by members of both parties in prior sessions of
Congress-and an amendment embodying the basic provision of these
measures for a refund to gasoline retailers of tax lost through
shrinkage and evaporation was moved as an amendment before the
House Ways and Means Committee to the bill now under considera-
tion by this committee.

This amendment, which was offered incidentally, by Representa-
tive Harrison from Virginia, received the favorable votes of nine
members of the House committee when it was considered early in
April; and I am confident that it would have received additional votes
necessary for approval if circumstances had made it possible for us
to fully acquaint all of the members of the committee with the issues
and evidence involved.

Copy of the amendment which we propose is submitted herewith
for your committee's consideration, marked as "exhibit E." However,
I am pleased to note that the Honorable Senator from Kentucky has
already introduced such an amendment, which is better written than
our proposed amendment, and we shall certainly go along with it.

Present statutes provide for Federal gas tax refunds on other types
of nonhighway use; and existing administrative procedures for
handling such refunds can be adapted to administration of a percent-
age refund to retailers.
On purchases of gasoline used on farms for farming purposes, the

entire amount of the gasoline tax is refunded by the Government on
ap lication therefor, pursuant, to Internal Revenue Code section 6'120.

On purchases of gasoline used for various other nonhighwayv pur-
poses and for local transit systems, 2 cents of the present r'ate of
Federal gasoline tax is r'efunded by the Government on application
therefor, pursuant to section 6421 of the Code.

The regulations and administrative machinery covering such re-
funds have been fully operative since 1956 and similar procedures
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could be applied or adapted to the proposed refund to retailers on tax
lost through shrinkage and evaporation.

Moreover, the cost of a 2 percent refund to service station operators
on Federal gasoline tax paid would be moderate compared to other
refunds and exemptions provided under the law at present, as shown
by the following Government statistics.

The CHAIRMAN. What would be the amount of loss?
Mr. HEIZER. I get into that now with the following several para-

graphs, sir.
Analysis of Motor-Fuel Usage in Calendar Year 1959, prepared

by the Bureau of Public Roads,1J.S. Department of Commerce, show
total private and commercial use of motor fuel for the year in the
amount of 60.4 billion gallons. Disregarding shrinkage and evapora-
tion losses, nonhighway use portion of this total was 5.1 billion
gallons.

Approximately 55.1 billion gallons were sold for private and com-
mercial highway uses.

Department of Commerce business census and income figures indi-
cate that sales by service station operators were not more than 80
percent of this total or approximately 44 billion gallons.

The 2-percent shrinkage and evaporation loss on 44 billion gallons
at the 4-cent gasoline tax rate equals $35 million of gasoline tax over-
payment by the Nation's service s'ation retailers for which refund
provision is sought. This is a very moderate amount of money in
comparison to the refunds allowed on 5 billion gallons for other non-
highway uses, or the revenue loss involved on additional 1.3 billion
gallons of annual exempt sales.

But although the total amount involved is moderate with respect
to other refund and exemption provisions, or in relation to the total
revenues involved, it is of increasingly severe importance to the serv-
ice station retailers who must bear this inequitable burden.

Mr. Chairman, there have been some questions raised-I under-
stand it was raised in the House Ways and Means Committee--con-
cerning the authenticity or veracity of the Florida studies referred
to as exhibits A and B, an(l as to whether or not the storage tanks at
the naval base, were above ground or below ground. Mr. Tucker, who
is business manager of the Allied Gasoline Retailers Association of
Florida and with me today, can answer any questions this committee
might have concerning the Florida studies and the losses incurred
therefrom, and the fact that the storage tanks'were below ground
rather than above ground.

The Nation's service station operators urgently request your ap-
proval of the amendment proposed to correct thfs inequitable situa-
tion and we thank you for the privilege of presenting our position
to your committee.

The CHAIRMAIN. Thank you, Mr. Heizer. The Chair would like
to state that you make a very clear statement.

Mr. HEIZER. Now, with regard to the amendment finally voted upon
over there, the Harrison amendment, was for a 1 percent allowance
rather than the 2 which we are asking for.

The CHAIRMAN. The 2 percent allowance would mean $35 million,
is that correct? And the 1 percent would be $175,000?

Mr. HEIZER. Yes, sir.
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The CHAMMAN. Do you have a justification in the data you sub-
mitted with respect to the 2 percent?

Mr. HEIZEi. Yes, exhibit A at Key West, the study made at Key
West Naval Base, showed a 2.2 and '2.8 percent loss.

The C1AIRMAN. Was that study made in Florida, that you just
spoke about?

Mr. HEIZEpR. At Key West, yes, sir. Exhibit B was another study
made at the fuel depot at the U.S. Naval Base at Key West, Fla.,
showing a 2.2 percent loss, and exhibitt C. attached, is a study made by
certified public accountants an([ certified by them' showing losses in
four counties in Michigan to be an average loss of 1.6 percent due
to this cause.

(The exhibits referred to follow:)

EXHIBIT A

VAPOR SALVAGE SYSTEMS, INC.,
Miami, Fia.

Study of normal evaporation 1os8e, Navy Exchange, U.S. Naval Base, Key WC8t

Gallons
Amount dispensed per stock records

High test Regular

Inventory at beginning, July 27, a.m- -. . ..------------------------------- 2,285 1,591
Gasoline received from July 27 to Aug. 13 _------------------------------ - 10,355 '17,705

Total available ------------------------------------------------ 12,640 19,299
Less Inventory at end, Aug. 13, p.m ..................................--- - 2,207 1,832

Amount dispensed per stock records -------------------------------------- 10.433 17,467

High test gasoline Regular gasolineAmount dispensed per meter readings

A B A B

MAter readings at end, Aug. 13, p.m ------------------- 42,632 94,119 101,381 96,456
Meter readings at beginning, July 27, a.m -------------- 37, 894 88, 649 88,345 92,508

Dispensed per meters ....------------------------ 4,738 5,470 13, 036 3,948
Add A and B ----------------------------------------------------- 4,738 ------------- 3,030

Total dispensed, each type ---------------------- ------------ 10,208 ------------- 16,984
Evaporation loss, each type- .......................... ............ 225 ------------ 483
Percent loss high test, 225/10.208 ------------------------ -------- -- 2.2 ........................
Percent loss regular, 483/16,984 ----------------- _----- ------------ ------------------------ 2.8.

I Appro.\mate monthly throughput 45,000 gallons.

I certify that the above is a true copy of an exhibit included in our study of
evaporation losses of gasoline at the Key West Naval Base, dated August 24,
1954, and forwarded to Washington on August 31, 1954. All pump readings, tank-
measurements and temperature readings were taken by official U.S. Navy per-
sonnel in charge of the facilities in question.

JOSEPH ATIELOW, President.
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EXHIBIT B

,Study of normal evaporation losses, fuel depot, building 54, U.S. Naval Base, Key
. West

Start of test: August 9, 1954.
End of test: August 20, 1954.
Place of test: Fuel depot, building 54.

Measured Gallonage
gallons adjusted

to 600

Measurements at storage tank:
Aag. 9, inventory at beginning of test ---------------------------------- 2,563.0 1 2,611.6

A u g . 1 1 , r e c e i v e d ----------- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 1 ,0 0 7 .0 --------------
Aug. 12, received ------------------------------------------------------- 1,016.0 -------.......
Aug. 17, received ------------------------------------------------------- 1,993.5 --------------

Total received -------------------------------------------------------- 5, 5w. 5 466. 3

Total available --------------.-------------------------------------- 8,129.5 8, 077. 9
Aug. 20, inventory at end of test ---------------------------------------- 2,728.0 12,685.4

Total dispensed plus evaporation, losses, per stock records ------------- 5,401.5 5, 392. 5

Meter readf'.gs at dispensing pumps:
Aug. , end of test ---------------------------------------------- 7,836.0 ----..........
Aug. 9, beginning of test ------------------------------------------------ 2,443.0 .............

Dispensed per pump readings ------------------------------------------ 5,393.0 .............
Adjusted pump reading s ------------------------------------------------- 5,360.6 15,277.0

Total evaporation loss Aug. 9 to Aug. 20, 1954 --------------------------------------- 115.5
Percent evaporation, 115.55277 ----------------------------------------------------- 2. 2

I Adjusted from 860 usIng formula 0.0006 X gallons X degrees over 600.
2 Adjusted from 900 using formula 0.0006 X gallons X degrees over 600,
3 Pump reads 0.6 percent over actual gallons passed through meter. Adjustment was made for this

difference.

I certify that the above is a true copy of an exhibit included In our study of
evaporation losses of gasoline at the Key West Naval Base, dated August 24, 1954,
and forwarded to Washington on August 31, 1054. All pump readings, tank
measurements and temperature readings were taken by official U.S. Navy
personnel in charge of the facilities In question.

JOSEPH AHELOW, President.

EXHIBIT C

DETROIT, MICH., January 21, 1952.
RETAU, GASOLINE DEALERS ASSOCIATION OF MICHIGAN, INC.,
Detroit 26, Mich.
DEAn Sins: At your request, we have analyzed the evaporation and loss of

gasoline sustained by retail dealers in merchandising gasoline to owners and
drivers of motor vehicles.

For the purpose of this analysis, we used the gasoline marketing cost survey
of retail gasoline dealers in Macomb, Oakland, Washtenaw, and Wayne Counties
of the State of Michigan conducted by us for the month of September 1949.

To review for you the care with which the survey was made, we present the
following facts:

(1) The data was collected from individual dealers who completed their
own questionnaires, or had them prepared by their accountants.

(2) The completed questionnaires were sworn to by the owners or lessees.
(3) The questionnaires were prepared so as to exclude bias and to provide

for comparative and representative results.
(4) The questionnaires were made available to all known members of the

trade in the area covered.
(5) Every return was used in the compiled results except where the facts

clearly precluded the use of the return.
(6) The returns were diversified as to area and in sufficient volume to

make a representative survey.
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(7) The compilation was made by acceptable accounting and statistical

techniques.
(8) Conservatism was exercised throughout the survey so as not to over-

state results.
(9) The list of the retail gasoline dealers was furnished to us by Mr.

Harold E. Bradshaw, director of the gasoline tax division of the Michigan
department of state.

The 391 questionnaires used in the previous survey for the month of September
1949, were used in the present analysis.

We made a random grouping of the 391 stations into 10 groups of 40 stations
and made a comparison of the number of gallons of gasoline sold to owners and
,(rivers of motor vehicles with the number of gallons handled by the retail
dealers.

The summary of our analysis is as follows:

Number of stations I Cost in Sales in Difference Percent
gallons gallons loss

40 -------------------------------------------- 30, 127 522,464 7,663 1.4
40 --------------------------------------------- 633,579 631,004 2, b75 4.1
40 --------------------------------------------- 5, 768 525,978 10,790 2.0
40 --------------------------------------------- 0 60,311 603,736 2,575 4.3
40 --------------------------------------------- 552,012 543,720 9,092 1.6
40 --------------------------------------------- 720,221 688,176 32,145 4.5
40 -------------------------------------------- 619,092 610,914 8,478 1.4
40 -------------------------------------------- 665,549 658, 462 7,087 1.1
40 --------------------------------------------- 587,388 580, 705 6, 683 1.1
31 --------------------------------------------- 460,904 464,282 5, 622 1.2

Total .................................... 5,911,951 5, 829, 441 92,710 1.6

ITotal number of stations, 391.

As may be seen above, the 391 stations sold 5,829,441 gallons of gasoline in
September 1949, but the net purchases of gasoline during the month amounted
to 5,922,151 gallons or a difference of 92,710 gallons. We may assume that this
difference of 92,710 gallons represents evaporation and loss to the retail dealers
on which they had paid the Michigan State gasoline tax and for which they
had not been reimbursed by the owners and drivers of motor vehicles.

This difference of 92,710 gallons amounts to 1.6 percent of the cost of gasoline
sold.

Even though the average percent loss varied from 1.1 percent to 4.5 percent in
our analysis, in our opinion, the average loss for the 391 stations of 1.6 percent
is a representative evaporation and loss of gasoline in operating retail gasoline
stations for September 1949.

In addition to the above findings, we would like to submit the following
observations:

The sovereign States of Georgia and Minnesota now have evaporation and
loss refund laws for the retail gasoline dealers. The State legislature of Texas
has also passed a similar law. The States of Mississippi, Wisconsin, Indiana,
and New York have this matter under consideration. Representative Beckwith
(Texas) has introduced a Federal gasoline tax bill, H.R. 1276, in the U.S. Con-
gress for a 2-percent refund to retail gasoline dealers of the Federal gasoline tax
paid.

During World War II, the Office of Price Administration, after thorough
study, granted retailers of gasoline a 2-percent allowance for evaporation and
loss.

In our report, we have been conservative In our computations. We have not
taken into consideration any interest costs on the investment in gasoline tax
paid by the dealers, nor have we considered any collection fee for the dealer in
handling the tax for the State.

In conclusion we wish to state that, In view of our study and the above-
mentioned facts, the retail gasoline dealers are within their rights to request
a 2-percent refund of State 'gasoline tax under Senate bill No. 53 now pending
In the State legislature.

Very truly yours,
L. V. MESSERSM1TI,

Certified Public Accountant.
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ExIIT E

PROPOSED AMENDENT TO FEDERAL HIoHW.,Y T'x BrLL

,A BILL To amend the Internal Revenue Code of 1954 so as to compensate retail dealers
,of gasoline for taxes paid or, gasoline which is lost due to evaporation, shrinkage, and
other causes
Be it enacted by the Senate and Housc of Representative8 of the United Statc8

of America in Oongre8s a88etnbled, That (2) subchapter B of chapter 65 of the
Internal Revenue Code of '1954 (relating to rules of special application for
abatements, credits, and refunds) is amended by renumbering section 6421
,and 6422 and by inserting after section 6420 the following new section:

Section 6421. Gasoline lost by evaporation, shrinkage, etc.
(a) PAYMENTS TO RETAIL DEALEns.-The Secretary or his delegate shall pay

(without interest) to a retail dealer of gasoline, to compensate such dealer for
the tax paid on gasoline which is lost by evaporation, shrinkage, and other
causes, an amount equal to 1 percent of the tax paid under section 4081 on the
gasoline sold by him.

(b) TIME I-OR FILING CLAIMS: PERIOD COVERED.-Not more than one claim
for payment may be filed under this section by any retail dealer with respect
to gasoline sold during the 1-year period ending on June 30 of any year. No
claim for payment shall be allowed under this section with respect to any 1-year
period unless filed on or before September 30 of the year in which such 1-year
period ends.

(o) IM., ATIONS-
(1) EXEMPT SALES; REFUND.-No amount shall be paid to any retail

dealer of gasoline under this section with respect to any gasoline sold by
him-

(A) which the Secretary or his delegate determines was exempt
from the tax imposed by section 4081, or

.(B) the tax on which is refundable to any person under any provi-
sion of this title.

(2) SALES TO OTHER DEALERs.-NO amount shall be paid to any retail
dealer of gasoline under this section with respect to any gasoline sold by
him to any other dealer (including any wholesaler or distributor) of
gasoline.

(d) APPLIcABLE LAWS.--
(1) IN OzE&x.-AIl provisions of law, including penalties, applicable

in respect to the tax imposed by section 4081 shall, insofar as applicable
and not inconsistent with this section, apply in respect of the payments
provided for In this section to the same extent as if such payments consti-
tuted refunds of overpayments of the tax so imposed.

(2) EXAMINATION OF BooKS AND WITNESSEs.-For the purpose of ascer-
taining the correctness of any claim made under this section, or the correct-
ness of any payment made in respect to any such claim, the Secretary or
his delegate shall have the authority granted by paragraphs (1), (2), and
(3) of section 7602 (relating to examination of books and witnesses) as if
the claimant were the person liable for tax.

(e) REoULATIONS.-The Secretary or his delegates may by regulations pre-
scribe the conditions, not inconsistent with the provisions of this section, under
which payments may be made under this section.

(f) EFFEOrvE DATE.-This section shall apply only with respect to gasoline
sold by retail dealers after June 30, 1961.

(g) The table of sections for subchapter B of chapter 65 of such Code is
amended by striking out

"Sec. 6421. Cross references."
and inserting in lieu thereof

"Sec. 6421. Gasoline lost by evaporation, shrinkage, etc."
"Sec. 6422. Cross references."
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EXHIBIT F

ALLIED GASOLINE RETAILERs AsSOOIATION OF FLORIDA,
Jack8oville, Fla., April 28,1961.

Mr. JUm.s W, BIri,
Virginia. Gasoline Retailer8 Association,
Pcoples Federal Building,
Roanoke, Va.

DEAF JIM t I have talked with Mr. Joseph Abelow, president of Vapor Salvage-
Systems, Inc., in regard to the study of evaporation losses at the Navy EK-
change and -at the Fuel Depot, Building 54, U.S. Naval Base, Key West, Fla.
Mr. Abelow states that jlb aQtorap iw wp located underground at the time
he made the studies.

If any addittonfl Information is needed, please let me know.
Sincerely,

WILLIAM D. TUCKER, BusinC88 Manager.

The CHAIRMAN. The wholesalers do not have any reduction for
shrinkage at all do they?

Mr. HYEiZER. KO, sir, they do not have any tax loss on shrinkage or
evaporation, because they pay tax only on what they sell, rather than
on what they purchase.
. The CIFIAIR14AN. The big oil companies that bring gasoline into a
State pay on the full amount., do they not?

Mr. tm u , Thay pay only on whMt they actually sell to the service.
station operator or to the fleet operator, whoever that may be.

Tho OfIAYRMAN. In ot her words, If there is any shrinkage between
that ahd the retail operator, they do not collect far it?

Mr. HEIZE.R. That is right.
Senator BENmnmr. I would like to pursue that one thing. In the

case of a company-owned service station, where the Gulf Oil Co.,.
for instance, actually pumps the gas to a retail customer, what is
the situation there?

Mr. JEIER. In that event, the oil company must pay only upon
what actually goes through the pumps in that service station, because
the way the law is written, at that particular time, it says the tax is
only paid at the time of actual sale. So until they sell it and it goes
into the automobile, they have no loss.

Senator BPNNE'I'r. I just wanted to make that clear, because you
have been referring to the retailer. I wanted that in the record.

Senator MoRToN. Mr. HIizer, I commend you on a very clear state-
ment. For your information, the amendment which has been printed
and referred to this committee is an amendment, of course, to H.R.
6713, and is identified in the Senate as 6261, amendment A. This is
the same amendment, substantially, that our former colleague on the
committee, our present colleague in the Senate, Senator Cotton of
New Hampshire, proposed, I think, last year or the year before-
whenever this amendment was last before the committee. I have
consulted with him, since he is no longer a member of the committee,
and it is agreeable to him. In fact, he urged me to offer this at this
time.

I just want to say thaIt I think that it is not a question of loss of
revenue, because there is a question of equity involved here. If the
independent retail filling stations were all out of the business and
were all handled by Gulf and Standard and the big companies were
running their own stations, the Government would not recover this
money.
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I might give a parallel in my own State. When we bottle the
distilled product of Kentucky, there has been a great evaporation dur-
ing the years in the barrel, and we pay the tax on what goes into the
bottle, not on what first went into the barrel. The situation here is
very similar. If we are' going to give to these giant distilleries that
some of my colleagues on the committee talk about from time to time,
this kind of relief, I think we ought to give it to the retailers, also.

Senator WILLIA~rs. Are the products equally explosive?
Senator MOrTON. I would not say that they are equally explosive,

but sometimes they are.
The CITAIRMAN. Senator Cotton was unable to be here this morn-

ing, but he will make his statement this afternoon. He is also in
favor of providing for a 2 percent refund on gasoline to gasoline
retailers for losses due to evaporation, or shrinkage.

Are there any other questions?
(No response.)
The CHAnMAN. Thank you very much, sir.
Mr. HzIzER. Thank you, sir.
The CHAIRMAN. The next witness is Mr. Edward V. Kiley,

American Trucking Association.

STATEMENT OF EDWARD V. KILEY, DIRECTOR, DEPARTMENT OF
RESEARCH AND TRANSPORT ECONOMICS, AMERICAN TRUCKING
ASSOCIATIONS, INC., WASUINGTON, D.C.

Mr. Knxy. Mr. Chairman, gentlemen of the committee, my name
is Edward V. Kiley, and I am director of the department of research
and trans port economics of the American Trucking Associations, Inc.,
with headquarters at 1616 "P" Street NW., Washington, D.C. The
American Trucking Associations Inc., is a federation that was es-
tablished in 1933 as the national trade association of the trucking
industry, representing all types of motor carriers of property, for-
hire and private. We have affiliated associations in 49 States and
the District of Columbia. In addition, we speak for 18 affiliated
motor carrier conferences.

Any truly thorough discussion of highway financing issues neces-
sarily would be painfully historical and highly technical.

In view of the time problem facing this distinguished committee
and all the rest of us seeking a solution to the questions in issue, we
intend to be brief and entirely practical.

The trucking industry was one of the earliest supporters of an
expanded hi hway program. It has always believed that an equit-
ably financedprogram is necessary terms of our national welfare,
national defense, and the general well-being of our economy. We
have repeatedly 'asserted our willingness to bear a fairly assigned
share of the costs of the road program.

It is against this background that we wish to present to the com-
mittee our position on several aspects of the highway tax proposals
with which the Nation's motortruck operators are deeply and seri-
ously concerned.

When Congress enacted the Federal Highway Act of 1956, it
provided, pending further study, that virtually all of the revenue
going to the highway trust fund would be from special taxes on
highway users. At that time, the special highway user taxes already
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being: levied, but which were going into the Government's general
fun, were more than enough to pay for the program on a current
basis. This is true today, even with the 40-percent increase in cost
of the Federal program.However, no provision has ever been made for true general fund
support of the hghway program. To the contrary, the only addi-
tional revenues for the highway trust fund have come from additional
highway-user taxes.

The Nation's motor carriers, together with other highway-user
groups, have had good reason to expect some tax relief. The present
1aw, calling for a reduction in the motor fiel tax from 4 to 3 cents,
and for greater trust fund use of the Federal highway-user taxes
would have provided a major portion of this expected relief.

In addition, there wasrmore than ample justification for the belief
that the study ordered by the Congress, under section 210 of the High-
way Revenue Act of 1956, would provide evidence for non-highway-
user tax support of the highway program.

The nonuser benefit section of the section 210 study has been com-
pleted A finding is made in the section 210 report that 8 percent
of the total highway cost should be paid from non-highway-user
taxes or, in other words, from the general fund. We believe the 8
percent to be an unrealistically low finding in view of the admitted
benefits of enormous consequence clearly outlined in the Bureau of
Public Roads study.

However, even this modest recognition of nonuser responsibility
would mean additional trust fund revenues of more than $250 million
annually, or close to the amount we are told must be provided, over
and'above retention of the fuel tax at 4 cents, if the highway .pro-
gram is tobe kept on its original schedule. But there is no provision.
in pending proposals that this limited contribution of 8 percent be
made to thetrust fund.

H.R. 6713 provides that the remaining one-half of the 10-percent
tax on new trucks, buses, and trailers be placed in the highway trust
fund. The other half has been in the trust fund since passage of
the 1956 act. Since the revenues from remaining one-half of the
10-percent tnx have been going to the general fund, this transfer to
the trust fund as proposed in H.R. 6713 is regarded by some as gen-
eral fund support of the highway program. This may be under-
standable from the standpoint of Federal fiscal problems, but the fact
remains that the 10-percent tax on new trucks, buts, and trailers, is
a highway-user tax and l1ull and complete credit should be given to
those who pay it. In any event, and regardless of what it is called,
it is a special tax paid by trucks and buses and not by other forms
of transportation.

Transfer of the remaining part of the truck and bus tax puts this
money where the trucking industry believes it belongs--in the high-
way trust fund. It will provide an annual average revenue of $164
million for the highway program. In addition to this, H.R. 6713proposes to raise an additional $198 million on an annual average
basis, through increased highway-user taxes. Thus, all of the addi-
tional trust fund money being provided, $862 million on an annual
average basis, is highway-user tax revenue. This does not include
the revenues that will come from continuation of the Federal motor
fuel tax at 4 cents per gallon.
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There is still no specific general fund support in recognition of the
vast recognized non-highwaqy-user benefits of the highway program.

H.R. 6713 proposes to raise an additional $198 million average an-
nually for the highway trust fund through an increase in the tax on
all tires, tubes, and retread material and by doubling the special tax
of $1.50 on all vehicles having a registered gross weight greater than
26,000 pounds. This means that the tax increases fall most heavily on
trucks and buses, particularly on those vehicles paying the special tax.
Vehicles having a registered gross weight greater than 26,000 pounds
represent approximately 1.4 percent of all motor vehicles, but they
wil1 be paying 60 percent of the tax increases..

In fact, all trucks and buses will pay 72 percent of the new taxes,
or $142 million on an annual average basis. Since these vehicles are

aying all of the remaining half of the 10-percent tax on new trucks,
buges, and trailers, which-will go to the trust fund, this means that
of the $362 million annually, that will be added to the highway tist
fund, $306 million, or 84 percent is truck and bus tax money.

A large intercity truck, a five-axle tractor-semitrailer combination
with a aross weight o currently paying $1,019 in
special Federal ta, the hig way trust d. .. 6713 adds an-
other $12 ann y to this truck's tax burden, increase of 12 per-d , this truck isl Jin $19a high-
cent. In ad ion,.t ing $193 anua in Federal high-
way-user es that go to the ove nt's e l nd. HR. 6713
would t 0 $156 of tl i nd lace it i th st f d, for a total
trust f taxpay t o $1,3 1 ann ly. In additi 'this truck
will tinue to ay tax iac o ies an luhicatin
oil w ch will to the d, not th highwa trust funy.

Th increase in T c cor at ti a when t e Nation's
moto carriers, like man er usi1n throu out the untry, are
stru gling hard to kee rising sts fr comp ly over-
taki g ever-n rr gr

though., V c some, that increa costs of
mo carrier eratio are a c they are passe on to the
ship rs or co ume i comp y on nd unrea stic. The
Natio 's for-hi m r ca e C e gaged in stern competitive
battle ith the r i oads. In tJ' ast 2 ears, m r carri have been
subjec to a predator ry t-cut *ug tpa h tat ha placed truck
operator in a desperqft, financial condi io . Caught tween a de-
pressed ra level and pidlyinc asing costs, the- otor carrier in-
dusry is in'o position to pass on additional cost f operation. In-
creased costs n&be absorbed, and there is no t sponge to absorb
them today.

In testimony befort-__omMnttfs asnd eans of the U.S.
House of Repesentatives, wcie- the record of 1960 operations of
class I and II for-hire motor carriers of property. These carriers,
who operate under authority granted by the Interstate Commerce
Commission, had in 1960 their poorest year since 1945. One-third of
the carirers operated in the red in 1960, and many more would have
been in the red with only a marginal increase in costs of operation.

To give an example, the carriers' aggregate operating ratio in 1960
was 97.5 percent. Putting this in terms of dollars, it means that in
1960, the 2,666 carriers had-gross operating revenues of $5,797 million,
expense's of approximately 5,651 million, leaving a'net profit of only
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$109,300,000 with $54 million, left after Federal income taxes. The
-tax increases proposed in the original proposal before the Ways and
Means Committee and those proposed before this committee would
have eliminated this slim profit margin.

Preliminary analysis of reports, as filed with the Interstate Com-
merce Commission, covering the carriers' operations for the first
quarter of this year indicate no improvement in their financial condi-
tion. In fact, it may prove to be a little worse.

I just developed this morning, for example based on the first quar-
ter of 1961, data concerning the operations of the class I and class I
carriers, in two of the largest regions of the country, and half of the
carriers in these regions were operating "in the red" for the first
quarter.

The situation facing the class I and A for-hire motor carriers is
not the full story of the impact of tax increases on the trucking indus-
try. There are many thousands of other truck operators, private and
for-hire, and many of them very small, to whom any tax increases are
a tremendous economic hardship at this time.

A practical aspect of the truck tax problem which is being overlook
in the consideration of proposals for increased truck taxes is the in-
,creasingly heavy taxlonA resulting from the pyramiding of Federal
and Sttet taxes.

The intercity thick, mentioned above, which is currently paying a
total of $1.212 in Federal high*ay taxes, and which will pay an addi-
tional $126 under the provisions of H.R. 6713. is at the same time, pay-
ing approximately $2,155 on the average, in State highway use taxes.
This makes a total highway taxpayment of $3,493, annually. It is
obvious that this vehicle is caught in a vicious squeeze play between
Federal and State taxes. This has become a serious problem of far-
reaching proportions.

Truck taxes cannot be considered separately by the Federal and
State Governments in a vacuum, but that is precisely what is hap-
'pening. Truck operators cannot afford to pay increasd taxes at the
Federal level, high taxes at the State level], not to mention highway
taxes that do not go for highways, without any regard to the total
tax burden. The Nation's truck operators have come to the end of
the line. Our highway tax burden has become too great. We cannot
afford to pay any more. This is why we, as an industry, were forced
to recommend to the Ways and Me.tns Committo6e of the U.S. House
of Representatives that the highway program be stretched out if the
only alternative were higher truck taxes.

We stated that if trucks were the principal beneficiaries of the
highway program, as some have asserted, then trucks would be the
principal losers if the program were curtailed. We were forced,
reluctantly, to recommend that the program be tailored to fit avail-
able revenues. The alternative of pupitive truck taxes was utnaccept-
able. We frankly told the committee that we were being benefited
to death. We could not afford any more benefits.

During the hear ns before the Ways and Means Committee of
the U.S. House of Representatives, in statements made before his
committee, attempts were made to justify truck taxes higher thah
those proposed in H.R. 6713. The basis for these high truck taxes
are studies, or perhaps more accurately, selected parts of studies,
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made by the Bureau of Public Roads under the directive of section
210 of tie Highway Revenue Act of 1956.

Findings of the Bureau of Public Roads in these studies are sub-
ject to serious challenge as to their accuracy and validity and the
trucking industry challenges their accuracy and validity.

It is not possible, in a brief statement to undertake a thorough dis-
-cussion of the Bureau's studies, although we are anxious to do this in
a complete and exhaustive manner. However, a few pertinent facts
of a vital nature should be brought to the committee's attention.

In section 210 of therighway Actof,1956, the Congress specifically
asked for two fid only two, studies of the proper allocation of high-
way costs .iong the various classes of vehicles, In the clear language
of section 210, Congress requested a study of the added costs occasioned
by the/.arger vehicles and k study of the extent to which various ve-
hicled benefited fyoin l ighway programs. Tlese two approaches are
mof common known as the "differential-cost" 'or "incremental"
analysis and the "differ~ntiah-benefit" analysis. h

,Only one of these studies, t1i eailifferentialebenefit anilysi", has been
- nt to the Congress Jf) coikpletkmanner. Selected parts of the in-
.cmental analysis b!k been presented, first to the Wi4ys and Means
tommitteeof the Hni, of]epresethtives and now to this committee.
.-owever, the )ompet ildy;sh0- g iinecssary detail how the re-

dults were btainedi Isstill to hbm&, /.
The trucking in4htry hN M p -A -ted the incrementalimethod as the

soundest a pproach to\ etermnnim hightqy_ cost responsibility. We
ha, e confild ce in the ftndings'f oi practical, incremental study, but
neither the trucking industryv nor yone eecan fill evaluate and
discuss the Bureau's stay until wethve s n it in cofip te and proper
form.\ All we have seen so fak is a 6iwr&e on a chi't and a few para-
graphs9f prelimiii-iytextoL'a generalized navarre.

What wedo know, however is that a theoretical approach to the de-
termination of the effect of vehicles on highvwvay costs, as differentiated
from a practic~t~approach, can be thegbais or just about any con-
.clusions one wishes 1-draw .. Fori-V'ample, the elementary first step
in an incremental study is a determination of the type of highway we
would build if we did not have trucks. This type of facility is then
-compared with what we build, or would build, to accommodate truck
traffic together with the millions of other vehicles on the roads.

Obviously, the development of truck tax responsibility depends
heavily on where we start. If we begin with a thin road of very light
-design, which is completely theoretical, and which would not be built
for a number of reasons even if there were no trucks, and progress to
roads of a type and design actually in use, we cannot escape a finding
that trucks should pay higher taxes. On the other hand, if we ap-
proach the problem practically and start from the type of highway
that experience shows we build for nontruck road, we will have
entirely different findings.

We believe that a practical, realistic, incremental study will show
that trucks are paying their fair share of highway costs. We need a
practical study to show the extent to w thh is beif i valid. We
cannot test it with a theoretical approach, nor, do we believe, can the
Congress.

IThe completed "differential-benefit" study, which has been sent to
the Congress, clearly refutes the charge tliat truck taxes should be
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higher. sinder (lie provisions of 11.11. 671:1, the five-axle truck com-
biniationl mentioned earlier, will be paying $1,301 in highway trust
fund taxes. Its annual tax resj)onsihi ity. it s determined by the ureau
in I he benefit. study, is $1,085, or $216 les thin it is paying or would ba"
playing under I.R. (713. It short, this vehicle will be pying more
than its fair share.

1 would like to add here that, ill ciltect ion with tile benefit, pro-
grant, which is a valid approach, we are told that higher taxes 11ay

e justified because of benefits. Eventually, these' benefits will come
when this highway progralul has reached i stage where these roads
are in continual use. Today, we have only about a quarter of the
roads finished in a very atomiyzed or scattered fashion. What we are
being asked to do is piv today for benefits tomorrow. Soiea. of these
taxes will be so high tlat trucks will not be around to reaIP ) the belle-
fits we Ire paying for.

We believe that little need be said of the ton-mile studies which the
Bureau saw fit to make, although they were not requested by the Con-
gress. Needless to say, by assigning all, or practically all, elements
of highwlway cost on tlte basis of weight. these studies found trucks to
be underlaying. Congress has consistently rejected the ton-mile
theory of highway taxation, as did the Federal (oordinator of '1'rans-
portation and the late liningn, IT. MneDonald. who was Conllis'sioner
of the Bureau of Public Roads for a. quarter ofa century.

Of more importance, however, is that the Bureatus preliminutry
incremental findings, incomplete through they may be, contain the
Bureau's considered conclusion that approximately 80 percent of high-
way costs have no relation to tile size or weight of vehicles. Oh-
viously, the ton-mile theory, which treats all costs its being affectedequally by vehicle weight, is a worthless ineastire of cost. responsi-
bility. Findings under the ton-mile theory do not merit the slightest
consideration.

The financial and competitive conditions of the trucking industry:
the heavy burden resulting from the pyramiding of Federal and Stalte
highway taxes; and the industry's firm belief that there is no j)racti-
cal basis to support the charge that trucks nre not now paying their
fair share of highway costs are the reasons for the industry's opposi-
tion to any tax increases.

Our position before flits committee is no different from the position
we took before the Ways and Means Committee of the House of Rep-
resentatives, which in substance is that the trucking industry's )re-
caxious position, now and in the foreseeable future, is such" that it
should not be asked to pay increased levies beyond the heavy present
State and Federal imposts.

As practical people, we are rtware of all the. strong: pressures for
keeping the highway Program on schedule and to minimize the trans-
fer of money from the general fund, and under the circumstances,
the House bill, H.R. 6713, appears to be the best compromise that could
be worked out. However, we would have to be vigorously opposed
to any increases whatever beyond those proposed in H.R. 6713.

Th6 CHAIIMAN. Thank you very much, Mr. Kiley.
Are flere any questions
(No response.)
I am placing in the record a statement by James F. Pinkney, vice

president, Ryder System, Inc., of Miami, Fla.
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(TIle staeltlietit refePr' to follows :)

STATEMENT OF JAMES F'. PINKNEY, VItCE PI'SIEIlNT, IYDEII SYSTEM, INC., IAMI,
LIA.

My unme Is ,Jamns F. l'inkney. I amnl vilce president. yder system, Jul(.,
.iauni, Fill. .My Washliagton address Is 17101 It streett NW., lVashlngton it, D).C.

''le(- Ryder System owis I rlkilig coljianlies ojieratig tit present in more than
25 1Slt(', its rlilcilliil Ol'raltihms being It the soutllhelstern lind (eltril parts
of tile liulted States. It Is I of the 10 largest trucking conlmanies of the country,
serving thousands of comnitiltles in both Interstate and intrastate commerce,
nIllny of which llle not leing served fly any other mloh- of tralnslortltion. It Is it
pulcly owned conllpally whit more tll i 5,000 employees and 8,500 stockholders.

We sllst, oppose the aIdmlnstrat lun's projosal sharply alnd drastically to in-
crease Ilghway taxes for reaslls tated by Mr. Kiley of A rllerhJan Trucking
Associtations. inc. Furtlermlore I wish to lpilnit out the effect such taxes would
lave till our cumanjliny.

Our 11160 net, before tax revenue was $257.243. We estimate 101 net before
tax earnigs of approximately $O310.00 (although we lost money in tile first
quarter of 1!HII ).

The tixes propisetl ly the adntin lstratlon would increase our Federal hilgh.
way ise. taxes, which hi 1)) were $762,000 by $637,0O0-Un Increase of 83 per-
Cellt. As indicated above this Increause would be uiore thtn twice our 19M0. and
our 19111 net lbefore tax revenue. In addition to tle figures given above we ires.
ently sire paying lit special Stile highway levies $1,980,000 and III Federal taxes
on new equipment $424,000. We also. of course. Imy sill Ploderil mid state
Income, property, and other ilorlaml taxes.

These special highway taxes. Federal and State, aggregated in 19110 $3.1116,000
or ilitmost 6 percent of our gross carrier revenue of $53 million. Our net before
tax profit in IW6O front our truck operations was less than one-half of 1 percent
fif tht revenue.

It is obvious that even the taxes proposed by the House of Ilepresentatives
will lie extremely burdensome. The additional taxes sought by the adniulls-
trati could be disastrous. This is a concrete example of a tax proposal
whiclt cold destroyy tile agency taxed-in tills case an agency which is a vital
segment of out great public transportation system.

I wishl next to refer slieihally to tite diesel fuel tax proposal. We use
over 12 million gallons of diesel fuel each year as we have paid the consider-
ably higher price for diesel equlpnent In order to reach for more eflicient and
economical power units. A dIfferential of even I cent, innehi less tile 3-cent
differential souglit by tie administration, would so Increase our highway tax
IurIen thtat we would have to give serious consideration to returning to less
pil'itlent auld less e'onlnlical line-haul power equipment In order to stay In
Iuslness. assutling we could dispose of our diesel power units.

We believe our situation to be typical of the other regulated trucklhtes of
the country. both large nnd small, as the overall figures given by the ATA wit-
ness demonstrate.

Truckline earnings have been deeliting in recent years, not prinarily because
of poor general business conditions, but primarily because of (1) Increased
costs of labor. taxes and euiptent, and (2) the competitive situation In trans-
portation. Because of this serious competitive situation and the general de-
eline of cointion carriers, both of which are currently being considered by the
Senate Comnerce Committee ani by one of Its subcommittees, freight rates
have declined lind there is practically no prospect of Increasing them in the
foreseeable future in order to offset increased costs or taxes.

Our companyy has already paid into tie Federal Treasury many hundreds
of thlouminds of dollars as a result of the Highway Act but to date we have
received no appreciable benetfis, nor do we anticipated such belleats for years to
('{lille

It Is reslletfully stibillitted tIlat In the Interest of preserving a sound national
transportation systenl, of which the trucking Industry Is an essential part. ani
in the long-range interest of conlmpleting the Federal Highway System, to which
the truck lines contribute so substantially, the Senate should not Impose the
additional taxes requested by the administration.

ThelM TAMA,. The next witness is Mr. James H. Ianes, Petro-
lum1 Equipment Suppliers Association.
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STATEMENT OF JAMES H. HANES, PETROLEUM EQUIPMENT
SUPPLIERS ASSOCIATION

M.' l 111". ('hIt irlI II, gent hqnen, 1n1 nIlIne is ,an mIs 11 1 lanes.
I anil apl)lari ._l, Oil Inlilf Of th I e Pet r-lelnn ElflIil~lini't Splldiers AS-
seriat io Wlnith 4 lits its execitiveI olites at 11)1 Firs t (ily Natloital
Bu,11k lHuihli i, I louston, Te'x. I an tile hl1an1 o ie tax, ilII-
:ucet', h'gatl and leishltive ilwoIlniittee (oninionly ulhle Lhe TII
siiboilinitteef) of the service coIies "roup of I al association.
I an not enlphved by the Pet1oel1n luipment Stipl ler,. Asswia-
tioni but Work as tIheogenaIIe l atlornev and lei1ilier of t le opeuta lig
)oanrd of 1)owtll of Tulsa, ()kIl. I *)Well is the oil field serviet divi-
sion of thi )ow (llemicull (Co. and is it 1Ileniler' of lle association.

hlul Pet rohtl Eliquipn'llnt Suppli'rs Assocmit ion is a n.t onal t trade
li.s5oialt lOll coiposed of 'OIll nies which Stllly Slpcialized equip-
itill, I11111erial and services to tihe pet roenll 11idstr. ihe assoia-
lion its thireo subdivisions: One being coiosed of ihe nnaniuiitifactur-
ers of oillield e(luiplent. lit(] supplies; the CsevOld being the Slilp)liers
Who open'ate stores and sell amd iakeis( deliven'y of sctl eqilmneit- and
sti)pllies to oil andi gas operators; and the Ihi'd being the service con-
lpnies which furnish highly specialized services to the, oil and gas
indhustrv. This presentation is being nla(le on behalf of the 2.C service

nomlpanlv members, and one of tho service comn)anies which is not a
nwniber of the association.

It has long been realized in the oil industry thiat certain highly spe-
cialized services can only be economically and efflhiently ott'ied by
organizations which are set. up to furnish services to all comipallies
drilling and producing wells in a given area. Many of these are small
companies an( many of them operate in only one area. Tliese com-
)anies (o not. reducee or sell any oil or gas themselves. In order to
provide such services as well .logging, cementing, fracturing, acidiz-

ing, testing, directional drilling, perforating, mud service, fishing,
an-i specialized tool operation, highly skilled engineers' and expensive
specialized equipment must be used. Throughout the oil producing
areas of our country companies have been organized and established to
provide such specialized services to all oil producers. The. investment
in such specialized units, which are truck mounted to provide the nec-
essary mobility, run from a few thousand dollars to well over $100,-
000. "In almost every case the equipment used by the particular service
COmpany is designed by its own engineers and built to its own specifi-
cations to perform the special services required.

Before t urning to the main point, in myl presentation, I believe a very
brief review of some of the major services performed by the industry
will be of assistance to the committee in understanding our position.
Almost. every oil and gas well thmt is drilled today has a niumnber of
t hese specialized services performed on it. UIsually" at new well will be.
logged. This consists of running specialized tools into the. well on a
calibrated electric cable to measure and record the characteristics of the
eartli formations traversed by the well. Tihe result of this logging op-
eration generally deterinlnes wliether or not. the person drillino the well
goes ahead and tries to complete it as a commercial well or abandons
it as a dry hole. In either event, comepting services will be required
to seal off either the area between the well casing and the earth forma-
tions, if it is a producer, or to plug tlje hole, if dry. This cement pre--
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'ent s I lie (, t auulination of fresh water or other zones byv the flow of
fluids froll one fol'latjoln Itsanother 0hbroulgl the well bIre. In most
VcIses State vouiservat ioln Io(lies requlire I le ceitieuilg of all well..

If Ohe well appi]ears to lbe ])roilisiig, ithe p)revailing method of con-
l)let ilg wells is to celent. a pipe ri iglt. through tie Iro(hicing forma-
I io1ll Illc(i 1 li hllave alloto ti'e ice 'oillipall Crew brig Out, its special-
ized( t(llil)nllent to perforate through tile pipe and tile ceenlllt into the
sele('e(l area ill Ili earlh. This )e,,rforatiOn may be performed either
bv shooting lillets, shaped charges, or, more recently, by abrading
holes throllugh tie pipe aid cementt, by )Iuniling a slurry containing a
soli(l abrasive material through an o ice at. very high pressures and
rates.

WVilen this process is conipleted a well may be tested and the owner
will then (leterlnilne whether or not. one of the stimulation treatments
will be al)lie(l to the well to increase its capacity to l)rodhce oil or gas.
It, has been estilnate(l that, the use of these st'illatioll methods, of
which fracturigian aidizing are the prime examlnples, have increased
the recoverable oil reserves ini this country by approximately 5 billion
barrels.

After a well has pro~dued for somle tlinle it is often found desir-
able or necessary to perform additional services to remedy problems
which 'ari.e ,or toi fturher s innuhate p~roduct ion. In fhis case, also, the
service companies are called as needed to perform such tasks.

The service companies participating in the TILL Subcommittee
activities operate approximately 3,338 trucks, 1,270 tractors, and 2,410
trailers.

I have briefly outlined the nature of our association and the opera-
tios performed by oil field service companies. Now, I would like to
get to the reason fOr iuy appearance here today.

It. is the belief ofoil hel service copallies that fle liatllre of
their oleraitiolns ail(1 Ite1 vehicles lsed ill these oi)eration.s warrallt all
eXeiIij)tioll from the 1)ayullelt. of file tax oil use of highway liotor
vehi('ie. 'I'hese. vehicles are similar to vehice s which have already
been given all exeiul)tiol mi(leI' the cur'rellt regflathiolls govelling
the pa.yment of this use tax. In1 all of the discuissionls we have seenl
concerning the. passage of H.R. 6713, which doubles the highway use
ta.x, the basic reason for the increase of tle tax has been to require.
titicks to pay their "fair share" of the cost of the, new highway
vonstrictlion. In the case of the, service companies serving the oil
and gas industry, we feel that. we are at. present paying far more
thanl our "fair siare" of the tax for the new Interstate Highway
System.I have with me a map of the United States showing the Interstate
Highway System as it will be when it is completed. I would like
to attach thatt map.

The OCHAtnMMI'. Witflout ol)jection, it is so ordered.
(The map referred to is as follows:)
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Mr. HANES. Superiniposed upon this map are a number of circles
which show tie operating stations currently in use by Dowell. I
believe that Dowell's stations are representative of tie industry ac-
tivity, with the possible exception of the California area. We started
operations out there only recently and have only one station located
at Bakersfield.

I noticed after I finished the map and had it all reproduced, we
also left out our station in Hattiesburg, Miss.

In a recent survey made to furnish information to the Interstate
Conunerce Commiss on, tile petroleumn servicing companies indicated
that the average distance they travel to perform a service operation
is 59.5 miles. The circles shown on the map give an approximate
indicattion of the areas serviced by each station assuming an average
distance traveled.

You will note that, comparatively few of these circles are on the
proposed Interstats. Highway System. Even though a station may
be located near the interstate highway1 there will be very little use
of such highways by the vehicles operating out of this station because
the most direct. route to the oil or gas well needing service will be
followed and these wells are seldom located along such highways.

In the survey mentioned, the companies participating further indi-
cated that approximately 26.5 percent of the total miles driven are on
unimproved roads. These operations are very localized in nature,
as indicated by the fact that an average of only 19 percent. of the
total time worked by service equipment operators is driving time
and 92.5 percent of this time is strictly intrastate operations. In
many of the most active areas of operation, the roads are merely bull-
dozed trails to provide access. In the Four Corners area. 'it was
recently found necessary for the oil industry to construct its own
bridge across the San Juan River, as well as all roads in the area.

Under the present law and regulations, the oil service industry pays
approximately a quarter of a million dollars per year under the high-
way use tax. Under the proposed increase this would, of course, be
doubled and would extend over a long period of time. This industry
will have no chance to recoup any of this tax money through operat-
ing efficiencies resulting from the new highway system. This system,
even when completed, will very rarely be used by our vehicles.

Under the present law and regulations an exemption has been
granted to certain vehicles not used for highway transportation.
Examples of such vehicles are earth movers, trench aiggers, and farm
machinery. These units are properly recognized as having a primary
purpose of off-highway operations and are exempted even though
they may occasionally use public highways in moving to or from a
particular site of operations.

The only difference between such exempted equipment and the type
of equipment used by the oil field service industry is that in most
cases oil field service companies start with a standard designed truck
chassis and have it built into the type of equipment needed, whereas
in the case of the presently exempted vehicles the unique design is
furnished by the manufacturer. In both cases, the end result is a
vehicle designed for off-highway operations.

This industry is not in the business of furnishing transportation
but finds that the use of trucks is necessary to permit the performance

7080-o--lo
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of services wherever they are required. We submit that the vehicles
we use, as finally completed, are equally entitled to the exemption
granted other off-highway vehicles.

We request the flowing exemption as an addition to section 4483
of the Code, as a now subparagraph (d) :

SPECIALIZED 01, FIELD SERVICE VEICLES.-NO tax shall be Imposed by section
44S1 on the use of ally intor vehicles 11I)0o which is miouinted slleehI1lilZed equip-
ment used In the drilling, logging, completion, cementing, stimulation, testing,
or reworking of oil and gas wells.

Granting us this exemption would still leave us subject to a basic
excise tax on trucks, tires, inner tubes, fuel and tread rubber and all
the many accessories and replacements needed in the operation of
our vehicles. In addition to this, we are also paying all the appli-
cable State and local taxes for the construction aiid maintenance of
highway systems.

I have here a few pictures showing the type of equipment used by
our company. Other companies in this industry have comparable
equipment of their own design to perform similar operations. As
you can readily see, these units are very highly specialized and are
not designed for the hauling of comnmodities along the highways.

We appreciate this opportunity to appear before you today and
we trust that you will recognize thie reasonableness of our request. and
find it possible to give us the relief requested.

If there are any questions, I would be most happy to try to answer
them.

I have one. Have you received this picture of the trucks? Have
they been distributed?

Senator BF.NNmmrr. We have them.
Mr. I-ANES. There are two in the lower right-hand corner on this

double sheet that look like they might be tank haulers. These actually
are mixing tanks, and they are now obsolete. We have replaced this
batch process of treatment by the unit shown on the blue and yellow
sheets.

Senator "WILLI ts. Does this equipment-is it used on the high-
ways?

Mr. hRvI.AN . Occasionally, yes, sir.
Senator Williams. Did you ask for exemption on the basis that you

do not use the Interstate System ? Is that correct?
Mr'. BASES. That is correct. We use, as I pointed out, 26.5 percent

of oui use is on totally unimproved roads. But we do find it necessary
to use. highways from our stations to these points of operations.

Senator WILLIAM1S. If we recognize that principle, would not most
farmers come under the same classification?

Mr. -LANE.S. I think most farm vehicles which come within this
weight limitation are now exempted.

Senator VILLlAMS. Not when they use the main highways with
trucks going back and forth from town.

Mr. -exEs. The farm trucks you mentioned are trucks hauling
standard commodities, whereas our vehicles are really our manufactur-
ing plant. Because our ciston.ers cannot come to us, we must be
mobile. So rather than being in the transportation business, we go
out and treat these wells to increase their productivity or to correct
other'deficiencies.

Senator BF.xs- r. Whlat is the tax imposed by section 4481?
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Mr. HIAxYs. That is the heavy, or 26,000 pounds. The present rate
is $1.50, and this is being doubled.

Senator B1x.Nivrr. Will you pay the gas tax?
Mr. MiNEs. Yes, sir.
Senator B x.xrjrr. And all the rest of them?
Mr. IIAx.-s. The rest of them are insignificant. I guess the figure

you have been hearing today, the total amount, is insignificant to you,
but it is pretty important to these small companies. I think ours is
the largest in this business, but the others are small.

Senator BEEx1x Far. The farmer gets his exemptions on the gas tax.
Mr. HANES. Yes, sir.
Senator B.: -.xm-r. Are you asking for similar exemptions?
Mr. HANES. Well, the fuel we use in performing treatments actually

comes within the exemptions. The fuel we use in our vehicles, we have
not asked for an exemption from that.

The C1muiir,.x. "T hank you very much, Mr. Hanes.
Mr. HA-,ES. Thank you, sir.
The CIJA1AHIMA. The next witness is Mr. A. Lee Al. Wiggins, Harts-

vile, S.C.

STATEMENT OF A. LEE M. WIGGINS, HARTSVILLE, S.C.

Mr. Wwixs. M[r. Chairman, my statement will be informal and
brief. I represent no organization and no industry. I am appearing
as an individual who, you might say, is a friend of the Presidentfs
highway tax program.

t igh, for background, say that I served as Under Secretary of
the Treasury from 1947 to 1948, and it is easy to remember those 2
years, because during those 2 years, not through my efforts, butthrough the action of the Congress and the administration, the pub-
lic debt was reduced $17 billion. So it is easy to remember that
period.

Senator W1LUXr.-rs. That was the 80th Congress period, was it not,
sir?

Mr. 11w, nws. Yes. I also served as special assistant to the Secre-
tary of the Treasury, and in successive administrations for a period
of 5 years dealt. wiih ti Internal lievenue Service. Taxation was
one of my jobs in the Treasury. Since that time, I have served in
our State in many fiscal capacities on the w.o.c. basis of nonpolitical,
nonpaid services: chairman of a. committee on reorganization of State
government; chairman of Governor Byrnes' Advisory Tax Commis-
sion, and chairman of the Fiscal Survey Commission under Gover-
nor Timmerman.

Now, I am not a tax expert. In fact, I do not believe there is such
a thing any) more. Certainly, there is a wide difference of opinion
on who is knowledgeable in taxes today. My excuse for asking the
privilege of appearing before the comniittee is because of my interest
in and concern for a sound tax structure and sound fiscalI policies
of the Federal Government. In that respect, I hope that what I
say represents the thinking and feeling of a great many taxpayers
throughout the country.

I think that the President's program in his message to Congress
is one of the most forthright and sound tax proposals I have ever
read. In my opinion, the American people are in full support of the
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highway program of the Federal Government under the expeditious
schedule that is contemplated.

Now, the problem arises from the fact that, like many Government
projects, the costs have increased about 50 percent. Tihe question is

low that is going to be taken care of.
Incidentally, taxes for the support of highway programs in the

Federal Government have increased about six times in the last 10
years, so it has gotten to be quite a formidable cost. We can either
postpone the completion of the program, and I think the American
people do not want that-they want it completed on schedule-or we
can borrow the money to makae up the difference. But that is an un-
wise program. I think we all recognize that. We can take it from
the general fund, which I think violates the fundamental concept of
this type of Government expenditure. So the Congress has decided
that this highway program should be paid for, as we go, by user taxes.

Studies have been made as to the benefits received by various forms
of transportation on the highways and provided to Lhe user. Now,
without going into finding andstudies that it seems to me have
been going on for a long time, and were of a comprehensive nature
and a technical nature, the Bureau of Roads and the Department of
Commerce, after their study, have come up with a proposal that
greater benefits are being derived by trucks than by other forms of
vehicle transportation and that they should pay an increasing part
of the costs of the highway program. They get shorter mileage, less
congestion, easier grades andcurves, and fast operation that is safer.
The question is, of course, how much of the additional costs should
be borne by the heavier trucks.

Now, the interesting fact, to me, is that it is evidently worth a
great deal more to the heavier trucks to use these new modern high-
ways. The proof of that is that if we were to examine the figures
on the use of toll roads, where the user charge runs from 3.75 cents
per vehicle-mile up to 7.5 cents per vehicle-mile, that more and more
the trucks are using the toll roads and paying this 3.5 to 7.5 cents
per vehicle-mile, rather than to use the old roads. It evidently is
more economical for them. And I venture to say that if the truckers
had the choice of no new modern highway program at all, or their
willingness to pay for it, that they would pay even more than is con-
ternplated under the President's program.

Now, the increased costs per vehicle-mile, according to this study,
is practically nothing for automobiles and small trucks. It is from
four-tenths to five-tenths of a cent per vehicle-mile for the larger
gasoline-powered trucks, and it runs from six-tenths to 12 0 cents per
vehicle-mile for diesel-using heavier trucks.

One of the differences in the proposal of the President, and the
bill passed by the House, is the diesel fuel tax. Under the President's
proposal, it was recognized that a gallon of diesel fuel will carry a
truck about 60 percent further than a gallon of gasoline; therefore,
a higher tax should be placed on diesel fuel than on gasoline. Now
that makes a lot of sense to me, because it is the measure of use of
the highway and the utilization of this more efficient form of fuel.

They have also concluded, after these exhaustive tests, that the
trucks above the 26,000 pounds gross weight should carry a rela-
tively heavier burden. That seems, to me to be a matter of research
and -study, and all the studies I have seen indicate to me that those
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figures are not far from right. I accept them as being an objective
study of that problem. They have considered all the questions of the
incremental, the money, the costs, and all that, in arriving at their
final conclusions.

The point I would like to make, gentlemen, is to support the posi-
tion taken by this committee, under the leadership of.Senator Byrd,
of pay as you go, and a use tax for those who use the highways to pay
for them. In my opinion, there should be no diversion -from the gen-
eral fund of the T'reasury of manufacturers' excise taxes to pay forhighways.. .
ln my opinion we need a complete revision of our tax structure and

to give more play to excise taxes in a revision of our tax structure.
But in any event, these excise taxes that represent a manufacturer's
sales tax, whether on trucks or parts or anything else, in my opinion,
are entirely different from the user tax on the highway itself. Any
taxes collected that are not related to highway use, in my opinion,
should go into the general fund, such as the aviation gas tax. There
is no justification that I can see for putting that in the highway trust
fund. Expenditures for highways, such as on public lands, it seems
to me, should be paid out of the highway trust fund, because they are
as much a part of our highway system as other roads.

According to the estimates in the Bureau study, we are placing
some $60 million of nonhighway use taxes in the highway trust fund.
On the other hand, out of the general fund, we are paying something
like $139 million for roads in the public domain anda roads.

It seems to me, gentlemen, that we should separate and clearly de-
fine the use-benefit tax for the highway system from taxes of a general
nature, which should go into the general tax funds of the Treasury,
where the needs are even greater than they are for the increase in the
highway trust fund.

I would like to make this point also, that in diverting to the high-
way trust fund from the general fund, in the case of corporations
subject to a 52-percent income tax rate, there is an additional 52-per-
cent loss to the general fund because the tax becomes an expense of
the corporation and reduces its taxable income by that amount. So
the general fund loses 52 percent of all the taxes that you transfer
and that constitute an expense to a corporation in the 52-percent
bracket.

That, Mr. Chairman, is very briefly-and I am trying to conserve
your time--the viewpoint I would like to express; full support of
what I think is a sound approach to the completion on schedule of
our highway program by having the cost met by the people who get
the benefit of using highways.

The CHAMMAN. Tank you very much, Mr. Wiggins, for a very
interesting statement.

Senator HARTKE. Mr. Chairman, may I ask one question ?
The CHAIRMAN. Senator Hartke.
Senator HAnTKE. Mr. Wiggins, you feel that trucks should bear a

heavier load, is that right?
Mr. WIGorns. Well, I have endorsed the findings of the Department

of Commerce and Bureau of Public Roads that on all yardsticks they
have used, why, the heavier trucks should pay higher taxes.

Senator HARKx. Where was your last employment I
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'Mr. WIGGINS. With the railroads. Before my retirement I was

chairman of the board of the Atlantic Coast Line.
I might say that I have just retired as an active business executive.

My experience has been in manufacturing, merchandising, farnning,

transportation, and a few other things.
The CHAMMAN. I had very cordial relations with you in Wash-

ington, and remember the fine work that you did here.
.Are there any further questions I
Senator DouomAs. Well, may I say that I think Mr. Wiggins has

a distinguished record as Under Secretary of the Treasury, and I

have always regarded him as a great public servant, and have a. great
deal of respect for him.

Mr. WIGGiNS. Thank you very much.
Senator W LL MS. As a member of the 80th Congress at the time

we were working together to save $12.5 billion, I would like to say
also that I have a Teat deal of respect for Mr. Wiggins.

The C M AN. The Chair has been asked to insert in the record
a letter from James D. Mlann, managing director of the Private Truck
Council of America, Inc., enclosing his statement in behalf of that
organization. -_

(The letter and statement referred to follow:)

PRIVATE TRUCK CouNciL OF AMERICA, INC.,
lVashington, D.C., Juno 7, 1961.

Uon. HARRY FLO OD BYRD,

Chairman, Finance Committee,
U.S. Senate, Washington, D.C.

DEAR MR. CHinAnAx: We will be most grateful if you will include in the
record of the current hearings you are now conducting on title II of H.R. 0718
the enclosed statement containing the views of the Private Truck Council of
America, Inc.

We will appreciate your careful consideration of the views expressed herein
as to why we are opposing the administration's proposals to increase motor
fuel and other automotive taxes.

We particularly call your attention to the several examples of how non-
transportation businesses, which operate trucks as an incident to their primary
business, in distributing their products and picking up their raw materials,
will be burdened unduly by the administration's proposals.
If we can furnish you with additional information please do not hesitate

to call upon us.
Respectfully submitted.

JAMEs D. MANN, Managing Director.

STATEMENT OF JAMES D. MANN, MANAGING DIRECTOR, PRIVATE TRUCK COUNCIL

or AMERICA, INC., WASHINGTON, D.C.

The Private Truck Council of America, Inc., Is a national, nonprofit organ-
ization of those who operate motortrucks as an incident to their principal non-
transportation businesses, including farming, manufacturing, mining, whole-
saling, retailing, and servicing. Council members are engaged in such diverse
activities as processing and distribution of meat, carbonated beverages, bakery
products, ice cream, milk, beer, petroleum, and groceries, and laundering and
drycleaning, just to mention a few. The council is not part of or affiliated in
any way with any organization that represents or speaks for for-hire motor
carriers.

We appreciate the opportunity to subnt our views to this committee and
will endeavor not to burden the record by including statistics and statements
that have been placed before you, as far as possible.

We again stress that council members are not part of the trucking industry
but operate their trucks only as an incident to their primary nontransportation
businesses. Adequate highways are an important part of their distribution sys-
tems. I
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The council Is a long record of supporting better highways and was among
the user groups which endorsed the highway program as approved by Congress
in 1950. The council, as well as other highway-user groups, Is concerned over
the constant drift away fr m the original concept of that program. Prior to
1950 Federal aid for highways was provided totally out of general funds.

In approving the Federal-Aid Highway Act of 1050 Congress recognized that
part of the cost of the now program should come from general revenues and
It directed a study, among other things, to investigate and determine "any di-
rect and indirect benefits accruing to any class which derives benefits from Fed-
eral-aid highways, in addition to benefits from actual use of highways, which
are attributable to public expenditures for such highways."

It is the council's position that highway users and all other beneficiaries of
highway construction, improvement, and maintenance should be required to as-
sume their full and proper proportionate shares of the costs of providing those
facilities.

Therefore, we believe that the administration proposal that highway users
pay the entire cost of the Federal-aid program is Inequitable.

In other words, we think that all interests which share in the benefits should
share ili the cost. We are not in position to say what these proportions should
be, that will have to be left to the wisdom of this committee.

We believe there Is a limit to the extent that the people can be taxed and the
form of government which we cherish still be maintained. If one of the main
objectives of the current Federal-aid highway program is to reduce the cost
of transportation to business, as well as to aid national defense, among other
things, it would be too bad if the taxes become so burdensome and oppressive
that the program's aims cannot be achieved.

One of the goals of the administration is to get the economy moving. We
believe that the best way to do that is to get more money into the hands of the
people. Every tax increase takes more money from them and in turn reduces
their purchasing power. Most members of the council are engaged In businesses
that supply the essential needs of the populace. In the majority of case, when
their operating costs are increased, which will result it the administration's
proposals are approved, their only alternative is to pass these increases along to
the consumers, if they are to stay in business.

As an example of what these proposed taxes would mean to a specific industry,
a representative of the pulpwood industry has wired me:

"Proposed taxes will increase fuel costs of about 50,000 small farmers and
small loggers in pulpwood Industry about $600,000 annually and the truck tax
will increase trucking costs of about 10,000 large trucks annually at least $1
million. These men have small margins for profit and risk. Proposed taxes
will be inflationary and cause some additional unemployment."

A processor of good products, including milk, ice cream, and other dairy
Items advises: ,

"As manufacturers we have, by use of advanced technologies, been able to
accomplish economies which have served to prevent disastrous inereses In cost
but we have not been able to control the cost of placing our products in the
hands of consumers. It has advanced rapidly and to alarming proportions.
We had hoped, and still do, that as we approached realization of the Interstate
System there would be a beneficial easing of traffic congestion on urban streets
and the high cost of delays and abnormally high motor fuel usage or wastage.
However, this desirable result has not yet been accomplished. Any increase in
the cost of distribution, whether to come from taxation or Increased rates by
common carriers, cannot be absorbed and must be passed on to consumers.

"The proposed increase in diesel fuel would essentially destroy the value of the
diesel engine in highway vehicles. The additional Investment in diesel engines
and their weight as compared with the cost of gasoline engines would be difficult
to justify on an economic basis. As proposed, this tax is about equal to that
on gasoline, about 1 cent per vehicle-mile, and If it brings about a shift from
diesel fuel to gasoline the total truck miles and total tax collection should re-
main about the same. However, it has been demonstrated time and time again
'Necessity is the mother of invention' and Congress should anticipate American
ingenuity to develop motive power efficiency from fuels other than gasoline or
diesel fuel."

A packing company in Texas. which operates 18 units advises:
"Our diesel fuel taxes would increase $5,031.80 annually based on actual con-

sumption of 197,710 gallons for the year 1960.
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"The Federal highway tax would increase $3,500 for units In excess of 20,000
pounds.

"Highway tires would Increase $116 based on actual purchase of IS0 new tires;
inner tubes by $8.80 and recap tires by $382.98, all based on 1960 basis.

Tax Present Proposed Additional
annual tax annual tax cost

Diesel fuel ........................................................ $7, 4.40 $13,839.70 $5,931.80
Highway trucks ................................................. 1,600.00 ,000.00 8,5 0. 00
Highway tires ................................................... 439.00 555.00 11. 00
Inner tubes ......................................................... 87.20 96.00 8. 80
Recap tires ......................................................... 18652 649.50 882.98

Tot ......................................................... 10,101.12 20,040.20 9,939.08

"A textile manufacturer, operating 88 tractors, has submitted the followng
comparison of the present tax schedules with those proposed by President
Kennedy:

Present Proposed Percent
tax tax Increase

Federal highway use tax. ........................................... $1.50 1 $5 00 233
Tires (per pound) ................................................... .08 .10 25
T ,ubes (erpound) .................................................... 08 .10 11
Retreac rubber (per pound)----------------------------------.... .03 .10 233
Diesel fuel (per gallon)-------------------------------------...... 04 .07 75

M Per 1,000 pounds of taxable gross weight.

"We have analyzed the effect such increases would have on our private trucking
operations If the President's proposal is adopted by Congress. The following
comparison is based on our 1900 operations:

Present Proposed Increase
tax cost tax cost in cost

Federal highway use tax (33 tractors) ........................ $2,475.00 $8,250. 00 $5,775.00
Tir and tubes ............................................... 1,670.52 2, 08& 15 417.63
Retread rubber ............................................... 89. 25 1,962.20 1,372.95
Diesel fuel (416,098 gallons) ---------------------------------- 16,64& 92 29,12& 86 12,482.94

Total ................................................... 21,378. 69 41,427.21 20,048.52"

These are typical examples of the way many nontransportation businesses
which use the highways, in distributing their own products and picking up the
raw materials necessary to their manufacture and preparation, will be adversely
affected by the administration's proposals.

HOUSE APPROVED H.R. 6713

The Council opposed the administration's proposals when hearings were
recently held on them by the Ways and Means Committee. Although title U1
of H.R. 6718, as approved by the House, Is less objectionable than the Kennedy
proposals, our strong objections to the administration's proposals apply equally
to those favored by the House.

According to press reports the administration is concerned over the threats
of inflation. Even the House-approved measure will result in increased private
truck operating costs that will have to be passed on to the consumer, raising
his living costs, thus it too is inflationary..

The matter of building, and financing roads cannot be completely settled
by a legislative stroke in this Congress, but the problem will be a continuing
one as the Nation continues to grow and expand.

Already the taxes on highway users have reached an unconscionable state.
-Highway transportation cannot continue to serve the Nation's needs adequately
and economically, if the highway used' is singled out for special attention
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every time special interests feel they need more money for highways. Already
the situation exists whereby many highway users prefer forgoing all the
Immediate advantages of the highway program if its continuance on schedule
means heavier taxes as proposed by the administration and favored by the
House of Representatives. They much prefer a stretch out of the program In
line with the Government's Income.

The best defense in the Western World is the strongest possible United States.
It cannot continue strong If taxes are continually increased without regard to
future consequences. We cannot continue to be all things to all people and
nations.

We feel that it Is time that all demands confronting the Government-to
finance highways, foreign aid, education, agriculture, public housing and count-
less other Federal Government activities-be reviewed and given a priority
rating and that the cloth be cut to fit the pattern.

This may result in the curtailment and abandonment of some projects but
we believe the highway building program will be among the top priorities. If
this Is done, we believe that the highway program can be maintained without the
Imposition of further taxes.

The CHAIMAN. The next witness is Louis W. Prentiss, of the
American Road Builders' Association.

STATEMENT OF MAT. GEN. LOUIS W. PRENTISS, USA (RETIRED)
EXECUTIVE VICE PRESIDENT, AMERICAN ROAD BUILDERS' ASSO-
CIATION

Mr. Pn rmss. Mr. Chairman, I am Louis W. -rentiss, executive
vice president of the American Road Builders' Association, Wash-
ington, D.C. The association I am privileged to represent is a fed-
oration of highway interests representative of all segments of the
highway industry with total membership in excess of 6,000. Its
members include Federal, State, count and local highway officials
and administrators, professors and students of highway engineering,
consulting engineers, bankers, highway contractors, equipment manu-
facturers and distributors, and materials producers.

Mr. Chairman, we appear today in support of the measure now
before your committee, H.R. 6713. Based upon our long association
with the Federal-aid highway program, it is our studied opinion that
the time has arrived when legislation to firm up the financing of the
program is absolutely essential to the orderlyprogress of the National
System of Interstate and Defense Highways provided for by the
Congress in the Federal-Aid Highway Act of 1956. Firm financing
is basic to long-range programs. Without firm financin, long-range
programs revert to long-range planning. It is only when t e rate
of construction is esa bished-and assured by firm fnancing that we
can have an efficient and economical construction program.

A knowledge of the rate with which Federal funds will become
available for the Federal-aid interstate construction program over
the next 11 years permits the officials to prepare sound expenditure
schedules; permits proper coordination of right of way acquisition,
engineering and construction; permits economical segments of high-
ways to be initiated and completed on a schedule--including the con-
struction of costly and time-consuming bridges and other major struc-
tures; permits the States to know in advance what their Federal-aid
matching fund requirements will be and to take such legislative steps
as may be necassary to raise the funds; and last, but certainly not
least, permits industry to expand intelligently so as to give adequate
support at minimum cost.
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We had hoped with the enactment of the 1956 Federal-Aid Highway
Act that Congress had at last provided a balanced, long range, soundly
financed highway construction program. It was balanced in that it
made provision for stepping up the ABC road program at a rate to
keep it abreast of the accelerated interstate program. It was long
range in that it provided for 13 years of authorizations with 16 years
of trust fund financing through 1972. However, it was not "soundly
financed" as we learned only too soon. Emergency financing legisla-
tion enacted in 1959 partially met the immediate trust fund require-
ments but fell far short of providing "sound financing" for the life of
the contemplated program.

The on-schedule completion of the Interstate System will require
the expenditure of about $30.8 billion, with about $10.7 billion in addi-
tion to be applied to the continuin g regular program of improvements
on the Federal-aid primary, secondary, and urban systems. The total
revenue requirement for programs to be financed from the highway
trust fund is, therefore, $41.5 billion.

Under existing law, we can anticipate lighway trust fund revenues
over the 11-year period of $31.8 billion. This total falls short of estab-
lished requirements by $9.7 billion.

H.R. 6713 makes provision for this deficit and sets up a long range
revenue program for the highway trust fund which is adequate for
estimated needs, both as to the total funds provided and as to the an-
nual rate with which those funds are made available.

Furthermore, the program provided by H.R. 6713 meets, in our
opinion, the test of equity, distributing the costs of the program fairly
among the beneficiaries.

Our association takes the position that the vast economic and social
benefits flowing from modern highways benefit every segment of our
society and every individual. Over a period of many years, we have
observed highway transportation prodnce important changes in the
social and economic patterns of our society. W believe that proper
development of our highway systems is the key to future'progress in
all areas of economic eiideav*' and in opening opportunities for a hap-
pier life for every citizen.

There are those who insist that the tbr:mr provided in the bill before
you are both discriminatory and destructive. We do not agree that
the additional taxes proposed by H.R. 6713 will result in any economic
distress. On the contrary, till of the evidence indicates that the aver-
age motorist's total transportation costs will be reduced if a somewhat
larger percentage of his transportation dollar is allocated to the im-
provement of the highways on which he drives. At the present time,
only 12 percent of the motor vehicle ownership and transportation
costs are used for building and maintaining highways, as compared'
with 14 percent during the 1920's and 1930's. It was during those
decades that reasonable progress was made in improving our Nation's
highways. Since then the rate of automobile population increase has
outstripped the Nation's rate of highway construction and improve-
ment and hence we have been losing ground.

The benefit-cost ratio of the interstate program has been computed
by the Bureau of Public Roads as 4 to 1 or $4 of benefit to each $1
of cost.

148



HIGHWAY FINANCING

The average motorist is now paying in insurance and accident costs
the equivalent of about a 20-cents-per-gallon tax on fuel consumed.
He is paying it to insurance companies, body repair shops, hospitals,
and mortuaries, and it is a cost that can be reduced by providing
safety-engineered highways adequate for today's traffic. Highways
of thle interstate type reduce accident frequency by 66% percent and
the fatality rate by 50 percent. For a nation killing in excess of one
person every 15 minutes and experiencing 1,500,000 injuries anually
in highway, accidents, these are savings that must not be overlooked.
Last year highway deaths totalled 38,200 and highway accidents cost
$6.4 billion, not including an undetermined number of accidents in-
volving property damage only and not reported to the data-collecting
authorities.

In addition to the safety values just cited, it is equally important
that timely provision be made for the economic growth of the country,
to keep our standard of living high, to provide job opportunities for
the millions of young people who are entering the labor force an-
nually, and to take steps to encourage the revitalization and orderly
growth of our cities and metropolitan areas. In all of these related
activities, which come under the general heading of "building Amer-
ica," the development of an efficient highway system plays a vital role.
It is one of the most important foundation stones to a sound and
lasting prosperity.

Finally, the early completion of the Interstate System is essential in
order that it may serve its purpose as an element of our national
defense. Since 1956, when the system was officially designated as the
National System of Interstate and Defense Highways, the concept of
mobility has been given increased emphasis by our defense planners.
Now, more than ever before, we are basing our defense preparations on
the premise that we must be able to move our defensive and retaliatory
weapons, our military supplies, and our manpower with speed and
precision. Our highway network p lays an important role in the
implementation of this concept of mobility.

H.R. 6713 will make possible-
(a) A balanced construction program.
(b) A long range program.
(c) A soundly financed program, and one which will permit com-

pletion of the 41,000-mile Interstate System reasonably close to the
original target date of the 1956 act.

The people of this country, in our opinion, want these roads and are
willing to pay for them, and in the final analysis, it is the people who
are going to pay. Who would not pay$1 to receive $4 back in benefits?

Our country cannot afford the price, in either lives or money, of
further delay.

The CHAIRMAN. Thank you very much.
Are there any questions
Senator HAWrKE. Yes, Mr. Chairman.
Are you in a hurry to catch your plane?
Mr. PRNwrwss. I was in a hirry to keep from delaying you.
Senator HArTKE. Well, I am in no hurry. I have a lot of time.
I think these general objectives of yours are quite fine and are high

sounding, and who would not pay $1 to receive $4 back in benafits§-
I agree with that--and our country cannot afford to pay the price.
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Yesterday I asked the question, with all due deference to my dis-
tinguished chairman, for whom I have all the love in the world, but

Sisagree with his amendment, that is all. It is that simple. They
said yesterday that. provided the so-called Byrd amendment could be
removed, the" program could be accelerated by 2 years. Would you
be in favor of accelerating this program and 'giving these benefits to
the people earlier if it. could be done under a method of financing which
is commonly used in business concerns?

Mr. lRE'NTRs. I am of the opinion that the sooner our highways are
built, the better it is going to he for our country, and that in my'opin-
ion. any speeding up of the highways will bring to our people a very
appieciable dividend in the form of these benefits, and we shall start
getting them 1 year or 2 years earlier.

Senator HAtTKIC. The.e dividends in addition to these fringe bene-
fits that you spoke of, are real, are tiey not? They are really some-
thing?

Mr. PRPmnss. The benefits are expressed in reduced operating costs
for private vehicles and for trucks. They are expressed in the reduc-
tion of accident costs, which, as I said; last year amounted to $6.4
billion.

Senator HARTKN. $0.4 billion a year?
Mr. PtzNISS. Last year.
Senator HMRTKe. This adds another feature that I did not even have.

I understood the Bureau of Roads had given an estimate, which they
verified for me yesterday, that this would amount to $2.1 billion in eco-
nomic losses which could be averted in property losses alone, in acci-
dents. Is that true, sir?

Mr. PRENTISS. I want to point out the fact that the $6.4 billion is
not a loss that can be entirely eliminated, because that takes into con-
sideration all of the losses on" all of the highways and all of the streets
in the country.

Senator H'RTKP,. The point about it is that the Bureau of Public
Roads says $2.1 billion could be averted per year. So if we can ac-
celerate this by 2 years, as they said yesterday could be done if the
Byrd amendment is removed, this would mean that we could save $4.2billion, or $4,200 billion, by accelerating the program by 2 years. This,
in savings to the country, would amount to about $4,'000 per minute.
This is saving money pretty well, is it not?

Mr. PRENTsS. Yes, sir.Senator IlTiM. Now, we have seen here in recent days a lot of
publicity about the humanitarian aspects involved in trying to save
peoples' lives with tractors. If we put our tractors to work on these
highways and accelerate this program, we can save 4,000 lives a year
on tliese highways, according to the Bureau of Public Roads estimate,
which means that 8,000 lives could be saved in the period between
1970 and 1972. You would be in favor of that, would you not?

Mr. PRWrIRss. Yes, sir; and I would like to say this, that the high-
way industry itself, all segments of it, has the capacity to build
highways more rapidly than they are being built today.

Senator I-TARTK. Tlhat is right. Now, on these ves alone, that
means that during those years from 1970 to 1972. a life would be
saved every 2 hours in the United States on the highways.

The C rAIRMAN. General, you knoy, the addendum. You do not
contend that having good roads everywhere is going to save more
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lives. As a matter of fact, the better the road is, the greater the
Weed$ and therefore more lives are lost. That was true on the

ensylvania Turnpike.
I am very surprised that my good friend from Indiana contends

that no lives are going to be lost at all if we repeal the Byrd amend-
ment, and go to eflici-t tincing, because that is what you are going
to have to do. We are already on a deficit basis. If you are going
to keep this on a pay-as-you-go basis, we have to borrow from the
Federal Government and increase other taxes in order to provide the
money. That is the first time that I heard that improving the roads
generally is going to avoid any accidents whatever. Nobody can do
that sir.

Mr. PIRNTS. Mr. Chairman I would like to say that the accident
history on the interstate-type highways shows that the frequency,
the accident frequency, is reduced by 00% percent.

The CIIAUIMAN. That is where you have three- or four-lane high-
ways.

Mr. PrNTIS. That is the interstate-type highway.
The CHAIRMAN. That is not true of all the other roads, because if

you have a two-lane road, the better you make it, frequently, the more
accidents you have, because the faster the people go.

I am not arguing against good roads. But I have been in this
road business since I was State senator and Governor of Virginia.
Virginia has a pretty good road system on a pay-as-you-go basis. I
would have to resist any effort by my good i&riend from Indiana to
repeal the Byrd amendment.

Senator I-ARTIrK. Let me say, Senator, that I have no delusion
whatsoever that you are not going to resist it. I am not under any
delusion, myself, that it probably will be repealed. But I think these
facts should be known. I did not raise these figures. These figures
are from the Bureau of Public Roads, that 4,000 lives could be saved
each year. This means that during the period from 1970 to 1972,
8,000 people do not have to die. It also means that, according to the
Bureau of Public Roads, 150,000 personal injuries a year could be
averted. For a 2-year period, this would be 300,000 personal injuries
that could be avoided.

Is that not right?
(Mr. Prentiss nods.)
Senator ITARTKE. This means we could avoid 410 personal injuries

of our fellow citizens here every year. This comes at the rate of one
injury every 2 seconds.

No;v, in View of the fact that we just went through-just witnessed
one of the worst Memorial Day weekends in history, and I listened to
these statistics and the efforts that should be made by the American
people to avoid killing people on the highway, and this touches almost,
in some form or another, every family in America, I would like to ask,
in view of that, do you not think a real good case can be made so this
might bea good investment for our fellow citizens ?

Mr. PiRpowss. I feel that of all the public works programs with
which I have had an experience, and I spent 35 years in the Corps of
Engineers of the Army, highways have the higher benefit-cost ratio
of any public works I have had any experience with.

Senator -mAwrt. Then, if any of us had to answer this question-
whether it would be our family or a member of our family which was
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one of those 8,000 killed or the 300,000 injured between 1970 and 1972-
this places an extreme burden, not alone upon those people who are
opposing this thing, but upon those of us who are in Congress who had
to answer to those. people in that 2-year period.

Mr. P ix-riss. Yes.
The C0.kiM.%N. How long have you been with the American Road

Builders' Aissociation?
Mr. P1Nx'Iss. A little over 5 years, sir.
The (irxv.Ax. In 1958, when the Byrd amendment was suspended,

you had a chaotic condition, did you not? Contracts were let and they
did not have the money to pay for them.

Mr. P1E'rwss. Tlt is right. In other words, the Byrd amendment
was suspended insofar as allowing contracts to be let.' When it came
time to pay for them, the Byrd amendment was not suspended.

The ('0,\imN.zx. I just want to point that out, that we tried suspend-
ingr the Byrd amendment for 2 years, and we had a lot of complications,
mid money was not available to pay the contracts and so forth. I do
think we ought to think along the lines that we are to pay for these
roads as we go, because they are not permanent. They rapidly de-
teriorate; a new kind of roadbuilding occurs. In some places, you
need six-line roads; in some places, you need four, and so forth. I
have no idea that all accidents are going to be eliminated by reason of
iml)roving the roads. It just does not make sense although I feel
that the fo-ur- and six-lane roads where the traffic is better may elimi-
nate some.

Mr. PIENTIS. I would like to say that the American Road Builders'
Association feels that the progress that can be made under H.R. 6713
is rt-asonable, and that it will give us a reasonable date of completion
of the Interstate System.

Senator DOUGLAS. Mr. Chairman, may I ask a question?
Go ahead, Senator Williams.
Senator W ,LruIA3s. During the last 2 or 3 years, even with the Byrd

amendment, do you think we have made substantial progress in ex-
pandiing our roadbuilding program?

Mr. I IRNTrSS. I think we have made excellent progress.
Senator IVItLrAMs. In view of that fact, and accepting at face value

your report that we would reduce the number of lives which are lost on
an improved program, how do you account for the fact that over
Memorial Day, as the Senator from Indiana pointed out, we had fie
highest death record? You would not attribute that to the improve-
ment made over the last. few years, would you?

Mr. PIEN'rxss. I think, Senator Williams, that what we have to
realize is that our automobile population was greater this past
Memorial Day than it was a year ago.

Senator WILLTAM. And 3 years from now, will it be greater again?
Mr. PRENTISS. The automobile population is forecast to be on the

increase. And the vehicle-miles traveled each year is on the increase.
And, of course, we have been considering these highway deaths on
the holidays on the basis of the number of deaths, not on the basis on
the number of deaths per million vehicle-miles traveled during the
holiday. As a matter of fact, in my estimation, if you consider the
accident rate on a vehicle-mile basis, rather than on an hourly basis,
it is probably safer to travel ove& these holidays when people are
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alerted and aware of the accident danger than it is to travel during a
weekday.

Senator WILMAMs. And based upon those same statistics, even
though we expand the roadbuilding program, or accelerate it, you
are still goiifg to get an expansion inl the accident rate over a period
of years in the future, is that not true? We hope it is not; is that
not true?

Mfr. PItENTVSS. In my opinion, we are going to continue to have an
increase in our accident rates so long as the automobile l)opulation and
the vehicle mileage driven increases at a rate faster than we can pro-
vide engineered safety highways for those vehicles to be carried on.

Senator WTIrLIMts. That is correct. The point I am making is
that you just, when you say that you think there is a limit as to how
fast you can accelerkte this program, you are not necessarily speak-
ing in favor of killing all these people. A lot of them are going to be
killed regardless, is that not true, sir?

AMr. PnENTISS. Yes.
Senator HARTIK. Will the Senator yield at that point?
Senator IT LJMnLs. Just, a moment.
But assuming for the moment. that there is merit to the proposal

to accelerate this program, would you recommend and endorse an in-
crease hi the individual tax rate and the corporate rate on the earnings
of all corporations, including the road construction companies, to
pay for this program ?

Mr. PiHNTISs. Insofar as the road construction industry is con-
cerned, I think that what we have got to recognize is that you get no
place 1)y setting upi a vicious spiral. If you increase the cost of
road construction companies doing business, you are going to increase
the cost of building the roads, and you do not gain anything.

Senator WILT tS. Then you would not favor paying the tax neces-
sary to finance it?

Mr. PRENTISS. I think that those engaged in the highway industry,
every segment of it, should be paying their fair share of this highway
program, as does every other citi*en of the United States.

Senator WILLAMUS. "Well, my question was direct. Would you en-
dorse an increase in corporation taxes or individual income taxes suf-
ficiently to pay for this expanded program which you have
recommended?

Mr. PaRETISS. I think it would be a good investment for our people
and for our country.

Senator WILL AMS. Then you would recommend and endorse such
an increase in taxes?

f r. PnENTISS. As an individual I can, yes. But since I do not
have such a statement of policy from my association, I can speak to
you only, sir, as an individual.

Senator DoumAs. Mr. Chairman, the response of the general to the
question Senator Williams raised provided the answer to the question
I should like to ask. I would like to make it explicit.

Without going into the question of whether or not the program
should be accelerated, but simply dealing with carrying out the exist-
ing program, would you favor financing under the proposal made
by the President, or the proposal passed by the House?

Mr. PRENTSS. I would like to say this, sir. My association went
on the record as supporting the President's proposal. I so testified
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before the House Ways and Means Committee. We felt that it was
an adequate and equitable solution to the problem.

We felt, however when the House acted on what is a compromised
solution to the problem, that the House had come up with a satis-
factory answer. And therefore, we come here and testify before you
as favoring that bill which the House has passed.

Senator DOUGLAS. Well, now, are you in favor of both of these
plans simultaneously?

Mr. PPRNTmss. As far as my association is concerned, we support
either one.

The CHAMnMAN. Which do you prefer?
Senator DOUGLAS. Yes that is what I want to know.
Mr. PuNTriss. I wouid prefer to have the one that is halfway

through all ready.
Senator DOUGLAS. Could the answer to that question be read?
(The answer was read by the reporter as recorded.)
Senator DOUGLAS. Why is that V
Senator BENNETiq. Halfway through the Congress.
Senator DOUGLAS. Why is tiat?
Senator BBNN-rr. Because--"the bird in hand is better than one in.

the bush."
Senator DOUGLAS. I do not think they have "the bird in hand."
General, you interest me very much.
Mr. Pn Nwrs. We studied the House compromise and came to the.

conclusion that it was a fair and equitable solution, and therefore, we
support it.

Senator DOUGLAS. In other words, you favor havin a portion of'
the cost met from the general fund of the Treasury, is that correct?

Mr. PRmNTmS. Yes, sir.
Senator BENNmT. He has also testified, in answer to Senator

Hartke, in effect, at least, that he would be perfectly satisfied to have
the road program stepped up at any cost.

Senator DOUGLAs. understand, but my question was with respect
to acceleration. So on the existing progTam, you are in favor of hav--
ing a portion of the cost met from the general funds of the Treasury.

Mr. PPNriss. In that connection-
Senator DOUGLAS. Yes or no, General?
Mir. PRwnTss. Yes.
Senator DOUGLAS. Now, the next question. Suppose this increases

the deficit for the year 1962, as it probably would, fiscal 1962.
Mr. PRENTIss. May I qualify my "Yes"? My feeling is this, that

when taxes have been going into the general fund of the Treasury,
and legislation proposes to take the revenue from those taxes, out of
the general fund of the Treasury, and put it into the highway trust
fund, to me it is immaterial as to the source of the revenue wich went
into the general fund. When it comes out of there, it is a contribution
from the general fund to the support of the highway trust fund.

Senator DOUGLAS. And it leaves less in the general fund to meet the
other purposes of the Government. :

Mr. P RP ss. Yes. I do think, however, that in order to have a.
program on a pa:-as-you-go basis, under the Byrd amendment, that
we should not and cannot be dependent upon an annual appropriation
out of the general fund. In order t6 be able to plan 3 years in advance
and make apportionments for 8 years in advance, we have to have
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earmarked funds for the highway trust fund so that we know where
the program is going and how fast the program is going. That is why
I say I am in favor of this bill. It earmarks the money for the high-
way trust fund. It comes out of the general fund and this to me is
mayonmaise, whether it is vinegar or oil or eggs. When it comes out
of the general fund, it is money for the highway trust fund.

Senator Douo&s. It is less money, however, for the Government to
carry out other purposes, and increases the deficit for fiscal 1962, does
it not I

Mr. P BNwss. That is why, in my opinion, it is a contribution from
all of the people to the program rather than just highway users.

The CHAIUMAN. Let me ask you this question, General. Do you
think the new revenue raised by the House bill is adequate to meet
the situation confronting us?

Mr. PuNTrss. Yes, sir. I think this, the Congress, in its wisdom,
has seen fit to direct the preparation of new cost estimates in 1966,
196, and 1968. The Congress reognizes that the conditions exist-
ing today may not exist in 1966. So therefore, when we answer that
question today, I would say, based upon today's economy and based
upon the best forecast that can be made, we have an adequate pro-
gram with the financing assured to permit it to proceed at what we
feel is a reasonable rate of progress, and will permit a reasonable
completion date if it is properly coordinated during the last 3 years
of the construction program.

The CHARMAN. Practically all of this money, as you know, comes
from use taxes, the taxes of people that use the roads, and under the
Byrd pay-as-you-go, that is put into the trust fund. I gather from
what you say that you think the procedure we are now taking is ade-
quate to meet the conditions confronting us of increasing traffic on
the roads within the immediate future.

Mr. PRENTSS. I think it is a reasonable solution.
The CIIAMAN. I say in time to come, we may not have to put

more. But you regard this program from the road builders' stand-
point as adequate to meet the conditions that now exist?

Mr. PRPNTIss. Yes.
The CHAIRMAN. Thank you very much.
Senator IARTKE. I tried to have a chance to ask a question when

the Senator from Delaware was asking a question and he went on to
another subject. I did not want to leave this question in the air, the
question about accidents on the Interstate Highway System.

There is no real dispute, is there, among the authorities, that there
is a reduction of accident ratio, a reduction of accidental deaths and
personal injury and property loss, on the Interstate Highway Sys-
tem, is there?

Mr. PRENTISs. No. Upon the completion of the Interstate High-
way System, it is anticipated that it will carry 20 percent of the total
vehicle mileage of the country. The figure of 4,000 lives saved repre-
sents a savings of 50 percent on 20 percent of the fatalities, with the
fatalities rounded out at 40,000. If you take 20 percent of that, you
get 8,000 fatalities. If you are going to save 50 percent by reason of
engineering safety in the Interstate System, you will save 50 percent
of that 20 percent, or 4,000 lives a year. And if the same applica-
tion is applied to total personal injuries resulting from 20 percent
of the total vehicle traffic a savings of 66% percent would be re-
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flected. And these figures are based upon experience, not upon
theory.

Senator HAUTKE. Thank you, sir.
Mr. PRENTISS. Thank you very much.

The CirAI. -MAIN. Thank you very much.
The next witness, Mr. Ross A. Ormsby, Rubber Manufacturers

Association.

STATEMENT OF ROSS R. ORMSBY, PRESIDENT, RUBBER MANUFAC-
TURES ASSOCIATION, ACCOMPANIED BY W. 3. SEARS, VICE
PRESIDENT AND RESIDENT DIRECTOR, WASHINGTON OFFICE,
P.UBBER MANUFACTURERS ASSOCIATION

The CitA1113FA-. Proceed, sir.
Mr. 0irsmt. My name is Ross R. Ormsby. I am president of the

Rubber Manufactmrers Association, Inc. Our principal office is in
Now York City. I am accompanied by W. J. gears, vice president
of the association and resident director of our WNashington office. We
appreciate the opportunity of appearing today on behalf of the nanu-
facturers of tires, tubes and tread rubber products. These are prod-
ucts which have been singled out for further proposed increases in the
Federal excise taxes.Our industry has always vigorously supported the expanded Fed-
oral-aid highway program and the planned completion of the Inter-
state and Defense Highway System. We supported the 1956 High-
way Act and the increased excise taxes Congress found necessary to
finance the program. However, in March we appeared before the
Ways and Means Committee to suggest a method of financing the pro-
gram without increasing user taxes.

Although the House accepted our proposal in part, H.R. 6713 still
carries excise tax increases of 25 percent on tires, 11 percent on tubes
and 662,4 percent on tread rubber. To these increases we are opposed
so long as the alternate route of financing without taxes is available
to the Congress.

We oppose these increases because we believe they would put an
inequitable tax burden on all customers of our industry. The House
saw fit to limit the tread rubber increase to 2 cents rather than the con-
fiscatory 7-cent increase recommended by the administration. On
tires and inner tubes the administration recommendations were fol-
lowed.

I.R. 6713 is a compromise measure and is clearly more acceptable
than the punishing tax proposals suggested in the highway message.

However, we believe that the job could be done in complete equity
without an increase in present highway user taxes.

Prior to 1956, the A-B-C System, or regular Federal-aid highway
program, was financed exclusively by the general fund. During the
early years, Congress held that there were some constitutional and
precedential responsibilities for financing the Federal-aid highways in
this manner in order to share the cost equitably among all taxpayers.

From 1932 to 1956, through the depression, World War II and
Korea, special automotive excises paid into the general fund $24.3
billion. During the same period, the total Federal appropriations
for highways, including even the WP4 and PWA projects amounted
to only $11.2 billion. While there was no trust fund during this

156



HIGHWAY FINANCING

period, the highway users' special tax revenues were more than double
the Federal highway expenditures.

The Highway Act of 1956 recognized for the first time that the
Interstate and Defense High1way System was an essential road require-
ment that had to be completed on a fixed schedule, in addition to the
historical Federal-aid systems covering the A-B-6 roads. Initially,
this aet also created the highway trust fund, to which was dedicated
certain existing and increased automotive user taxes. Although the
act was designed to authorize and finance tihe Interstate and Defense
Highway System, as finally enacted it grave first priority on the high-
way trust fun ds to the historical A-h-G road system. Any imbalance
between revenues and total highway costs were to be at the expense
of the Interstate System.

Had the 1956 act given first priority to the trust fund money for
the new Interstate and Defense Highway System and had it author-
ized general appropriations for any deficits in the A-B-C system, it
wouldl have been consistent with historical precedent and there would
have been no recurring crises in completing the Interstate System.

For at least 24 years, Congress considered it sound public policy to
finance the regular A-B-C system exclusively from general funds.
When Congress passed the 1956 act, it recognized that the general
fund might have some responsibility in financing highways. That
is why it ordered the so-called 210 study to investigate and determine
both user and nonuser benefits.

The recent report to Congress on section 210 of the Highway Reve-
nuo Act. of 1956 finds the resI)onsili)hty of nonusers ranging from
5.4 percent of the Interstate System to 28.4 percent of the Federal-aid
secondary roads or an average of 8 percent. Moreover, this report
points out substantial additional nonuser benefits which it fails to
measure and charge. No charge at all was attempted for the military
standby values, or the general economic and social benefits among
others.

There has been some attempt to discredit this part of the 210 study
authorized by Congress with the claim that highways give benefits
only to the users. To this we cannot agree.

'The President's highway message pointed out very clearly the many
benefits that will accrue to all of our citizens, user and nonuser alike,
by completion of the Interstate System and continuation of the regu-
lar Federal-aid A-B-C systems.

The growing tendency of financing certain expensive Federal pro-
grams from special forms of taxation or by so-called back-door financ-
ing, prevents Congress and the public from assessing the relative value
of all competing programs.

On this highway problem we believe it is time to face up to the real
public value of highways before considering any increase in the present
tax burden on highway users.

Since we appeared before the Ways and Means Committee even
more billions of dollars are being sought for a wide variety of domes-
tic and foreign programs. The aggregate of these demands cannot be
met on a pay-as-you-go basis but can only be authorized through defi-
cit financing and a burdensome increase in the national debt.

We hear much today about the need for growth in our economy,
but we also need recognition of the factors which sustain growth in a
free, capitalistic society.

157



HIGHWAY FINANCING

No one can deny the substantial contribution of automotive trans-
portation to the development and growth of our economy in which
all of our citizens have shared. Completion of the highway program
is needed to sustain the economic growth and benefits of automotive
transportation.

The highway users of America, are now paying in special automo-
tive taxes in addition to all other taxes, substantially more money than
is needed to support all Federal highway costs. Rather than further
increase the tax burden upon highway users, we recommend that the
revenues already being collected-be used to balance the highway pro-
gram;

I all excise taxes now dedicated to the highway trust fund are
kept at current rates without any of the scheduled changes of the
195) act-

(1) The trust fund will receive over the next 111/ fiscal years
$7.6 billion;

(2) After paying all remaining interstate costs of $30.8 billion, a
balance of $6.8 billion will be available for the A-B-C system;

(3) To meet the total A-B-C system cost of $10.6 billion we recom-
mend an additional $3.8 billion be made available from existing rev-
enues during the next 11 fiscal years;

(4) During these next 11 fiscal years Federal automotive taxes
will a into the general fund $22.9 billion and after paying the
$3.8 billion for the balance of the A-B-C system there will be $19
billion for other Federal programs.

(We have attached a table of figures which illustrates these recom-
mendations).

We believe this proposal has these advantages:
(1) The Interstate and Defense Highway System could be com-

pleted as scheduled.
(2) It would enable Congress to settle the financing problems for

the life of the program.
(3) Congress would not have to raise user taxes over current levels.
(4) It would make available to the trust fund nearly 65 percent

of the funds required to finance the A-B-C system on an expanded
basis.

H.R. 6713 meets our recommendation in part, since it devotes $1.8
billion over the next 111 fiscal years from current general fund
sources. This is an annual average of $157 million; our proposal re-
quires an annual average of $339 million. This compares to the 5-
year average prior to the 1956 act of $600 million annually appro-
priated from the general fund.

Our recommended use of $3.8 billion from current revenue sources
over 111/ fiscal years is 7.3 percent of the total interstate and A-B-C
program costs, bOing less than the incomplete nonuser assignment of
8 percent in the section 210 study.

H.R. 6713 augments the general fund compared to the 1959 act,
adding $2 billion of hi hway user taxes over the next 3 fiscal years
which becomes available for Federal programs other than highways.
We are not unmindful of the many and varied calls upon the general
funds of the Federal Government. However, we believe that this
small portion of the total highway program--some 7.3 percent-is
properly the general responsibility o all of our citizens. With re-
spect to future economic growth, we believe that the highway pro-
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gram is of substantial and significant importance and one that the
public sector of our economy sliould finance at least in this small part.

#We believe this portion of the highway program should be put
into competition with all other costly programs of the Federal Gov-
ernment, permitting Congress to make periodic review and deter-
mination of its comparative public value.

As we see the equities in this highway problem, it is inconceivable
that more tax money should be taken from highway users particu-
larly since it is undisputed that these users will pay directly in the
next 11 years more than enough to finance a construction program
with a service life expectancy of from 35 to 100 years.

Mr. Chairman, that completes our statement.
(The attachment to Mr. Ormsby's statement follows:)

Federal hightoay costs

(In millions of dollars]
1. Total Interstate and ABC program costs, fiscal 1957 through 1972 ---------- $52408
2. Excise taxes to highway trust fund, fiscal 1957 through 1901 (net) ---------- 11, 006

8. Funds required, fiscal 1962 through 1972 ------- ----------------------- 41,457

4. ABC program and other requirements fiscal 1982 through 1972 ----------- 10, 608
5. Interstate System requirements, fiscal 1962 through 1972 ----------------- 0, 854

motal --------------------------------- ------ 41,457

Federal taz revenues and their allocation, fiscal 1960 through Sept. 30, 1979

Millions of dollars allocated
Receipts Interstate ADO Balance

and defense

8. Current trust fund Items at current rate (net). $37,641 $30,854 $6,787 0
7. General fund, motorist taxes ................. 22,870 0 816 $19.054

Total ...... ................. 60,5811 30. 854 10,.603 19,.054

Nors

1. Based on $37 billion interstate, ABO at $0.925 billion through 1963 and biennially increased by $25
million to $1 billion as provided in H.R. 6713.

2. Net excise tax payments to the highway trust fund, table 4, p. 21, H. Rept. No. 326.
5. Interstate System requirements based on total cost less actual expenditure 1957-61.
7. Based upon table 2, p. 18, U. Rept. No. 326 and reports of the Internal Revenue Service.

Senator WmL.&Ams. Mr. Ormsby, you have made a proposal how
we can balance the expenditures in the highway trust fund by taking
from the general fund. Now, what would you do in connection with
balancing the general fund after you take this $3.6 billion from that?

Mr. ORMSBY. Well, Senator, we are speaking to what we think are
the equities in the highway program, and we were saying, in effect,
that the highway users are making available for general fund pur-
poses over the next 11 years $19 billion of highway-user money for
general fund purposes. We would hope that the Congress will be
able to evaluate all other costly programs of the Federal Government
along with this proposal and that it will come out with a balanced
budget.

Senator WILIAxS. You are hopeful, but do you think they can
do that?

Mr. ORMSBY. We leave that in the hands of Congress.
Senator WILLIAMS. What would you suggest that we eliminate-

do you have any suggestions as to what we can eliminate of the
existing programs elsewhere?
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Mr. OaMsty. No; I would not offer any suggestions at this time as
to what you might.

Senator WILLTAMS. We get those general statements very often, but
you realize we are already confronted with a deficit this year and a
larger l)rospective deficit next year. If we divert more funds from
that general fund, you are either going to increase that general deficit,
increase taxes, or eliminate some other program.

I would like to have you tell me whether you are for increasing
taxes, for a bigger deficit, or if you have some suggestions for a pro-
gram we can eliminate; I would like to have that.

Mr. Oitmsitv. Senator, we feel that the equities of the program are
as we suggested. Obviously, we believe that I-.R. 6713 goes part way
to meeting our point. It is certainly much more acceptable to us
than woul be tle l)coposals made in the tax niessage. If it is not
possible at this time to do more than I.R. 6713 provides and still
carry on with the other programs of Government, we would hope that
necessary equities could be corrected in the future, and soon.

Senator WVt.Liaa.s. Do you think tlat the overall expenditimrs of
the Govertnment should be balanced each year in periods such as we
are now engaged in?

Mr. Om.Nisny. Yes, we do. We would like to see them balanced each
year.

Senator WILLTA.tar. Even though it necessitates higher taxes?
Mr. Oitmsity. Obviously, we would hope that the balancing would

come about by reducing expenditures rather than by increasing taxes.
Senator WiLLIAM S. As one who has tried to sul)plort that principle

unsuccessfully, we still get back to the point, what do you do if you
cannot?

Mr. Oniusv. Well, we certainly feel flat-1I think we would say
to you. Senator, that a proper evaluation of all of the calls and
demands on the. Federal funds could bring about a balancing of the
budget without increasing taxes.

Senator WLm.mA31s. I an inclined to agree with you, but when we
approach that problelt we have to look at all of these programs and
each of them has to give a little bit. Far too often we run into the
sit nat ion that everybody is for a reevaluation of all of the programs
except "the one that I an interested in."

'We have to take the "one that I am interested in," and you are inter-
ested in, an( rate that as well as solve the others, if we are going to
choose that objective.

Do you not recognize that?
M'. Oir.tsw. Yes, we recognize that and, to some extent, we would

say to you that we still believe in the equity of our position. But we
would say in addition to that tlt if vou could not possibly balance
the budget except by piasaing I.R. 6713, we would think that would
be appropriate at this time, but we would hope you would be able
.to correct the inequity at a later time.

Senator WILLTAUS. Deficit spending does create inflation, does it
not?

Mr. Onmsn'r. That is right.
Senator WmIiAMs. And as we increase the deficit of the U.S.

Government and thereby accelerate the inflation, we raise the cost of
building the roads and thereby destroy the tlinmg we are trying to get.?

Mr. ORMSBY. I do not propose deficit financing.
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Senator Bi.-1-N r. It seems to me, unless you give a more definite
answer to Senator Williams' question, you are not proposing deficit
financing, you are accepting it; because you are not proposing how we
are going to raise additional tax money to offset the tax money that
would be transferred out of the general fund.

Mr. OUM.tsity. I would like to consult with Mr. Sears on that.
Senator, we are not suggesting that. taxes be increased. We are

suggesting this: that if the Congress finds that the budget could not
be balanced except through passing H.R. 6713, it does go part way
in meeting our l)roposal and, consequently, we are prepared to accept
it.

Senator BENxn-r. You are prepared to accept this and probably
the committee will have to accept it. But, it still does not solve the
problem of building the roads without drawing on funds which, up
until the time this bill is passed, will have gone into the general fund
instead of into the highway fund. You are transferring over part of
the excise taxes on trucks, and I can understand why you feel that
that is proper. But still, that money has to come out of the general
fund and we have either got to replace it with additional taxes or
with additional borrowing. So you are, as I say, accepting increased
deficits in the general fund in accepting this proposal. Anl as I said,
this committee will probably have to accept it, too.

There is another very interesting argument or point of view in
your presentation that Interests me. You make the point on page 2
that from 1932 to 1956 taxes on automotive excises paid into the gen-
eral fund about $13 billion more than were spent on roads.

Now, I think it is proper that taxes on automotive equipment,
like taxes on cabarets and taxes on cosmetics and taxes on a lot of
other things, excise taxes in general, are proper contributions or
proper sources of taxation for the support of the general fund. But
apparently, you do not think so. Apparently, you think that the
people wio are paying automotive taxes are really being very gen-
erous when they contribute taxes to- build roads and the Treasury
will have, according to your calculations, $19 billion left over dur-
ing the next 11/t fiscal years to use on other Federal programs.

fr. Oit.MNsiy. Well, we think the concept of the 1956 act was that
a certain portion of these highway user taxes would be dedicated
to pay for the highwa, program of 1956.. It was my opinion-it
is only an opinion-that if we had known in 1956 what actual costs
were, I think that Congress probably would have dedicated sufficient
of the highway user taxes to pay for the program.

That is all, in essence, that we are asking that Con n do, to
dedicate sufficient of the highway user taxes, and you still have left
over more money in a. short period of time than you did have prior
to 1956 for geneTal fund expenditures.

Senator B1NpEr-. But proportionately, roughly 60 percent of the
automotive taxes were available to support the general fund in the
yeavs prior to 1956. If we could at present draw on 60 percent of
te automotive taxes for the general fund, we would be in much

better shape than we are.
This principle, and tliis is not the only occasion on which you meet

it, but this principle that taxes paid by 'a certain group should be
earmarked or devoted for the benefit of that group is brought into
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focus by the dedication of certain of those taxes to the highway user
fund. But this is a rather dangerous principle for us to adopt, to
assume that taxes paid by a certain group are sacred to benefits that
may accrue to that group.

I am, to use Senator Douglas' earlier word, impishly about to
ask you if you believe that the more than $3 billion we collect in
alcohol taxes should be dedicated solely to the people who use alcohol,
since I do not?

Mr. ORMspy. I am not qualified to answer that question properly.
Senator BNNEr. No, there is not an answer to that question ex-

cept that, as a member of this committee, I am concerned with the
idea that no particular group should make a contribution to a gen-
eral fund, that the tax burden that it pays should be reserved first
for those programs in which it has a direct interest.

Mr. OPIM8BY. Of course, obviously, we are not requesting for all
of this money to be devoted to highways. There is a lot of money
going to be left over. It is just a question of how much.

Senator BENNim'r. You have said that the highway user taxes re-
duced from approximately 60 percent left over from the fund, from
1932 down to 1956, down to about one-third. You say that general
funds will receive about $22 billion, the ABC fund about $11 bil-
lion and $19 billion would be left over for other programs.

Mir. ORMSBY. Mr. Sears, would you like to answer this?
Mr. Sears prepared our table.
Mr. SmAmS. On our table on page 6, you will note that without any

of the increased user taxes proposed in H.R. 6713, the total amount
of revenues paid, to the Federal Government, will be in the order of
$60.5 billion. Of that, $37.6 billion goes to the trust fund and this
is exclusive of the increases proposed in H.R. 6713. From the
balance, as our program suggests, you would take from it, $3.8 billion,
so you would reduce the total amount going to the general fund to
$19 billion which, compared to the total &$60.5 billion, is about a
third.

Senator Brtmn r. About a third, that is right.
Senator WLAs. Does that include the corporate tax paid by the

-automobile companies?
Mr. SiARs. Oh, no.
Senator WILLIAMS. This is just excise tax?
Mr. SEAwS. Only the special excises, yes.
In our statement, we are not asking for dedication of any additional

amounts to the trust fund. What we are suggesting is that as far as
dedication is concerned, you would leave the trust fnd as it is today.
This would pay for the Interstate System and leave $6.8 billion for
the ABC system. We suggest that the priority be reversed. The
first priority should be the Interstate System, because that is the new
system that should be completed on a fixed schedule, and we are
willing to say that the balance of the ABC road requirement,--3.8
'billion over 1114 fiscal years--should be on an annual appropriation
basis from the general fund - I

Senator BENNmrr. In other words, you are willing to shift that
back.

Mr. SEARS. In competition with foreign programs, with housing,
with distressed areas and all other competing programs.
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Senator BiNmr. I will not argue with you about that except that
prior to 1956, when we had the XBC system on the annual appro-
priation basis, it only took 40 percent of the revenues that came from
fie highway users, and the other 60 percent was available for general
revenue.

Now, by putting these two new systems together, you are leaving
one-third of the so-called highway users' funds for general revenues
and taking two-thirds of them. This is the problem that Senator
Williams is talking about. We have to make that difference up
somewhere and we realize this is our problem and not yours. But I
got into this discussion just to make the point that the common ex-
perience we have in the committee is that people come before us t&
point out that there is inequity in the tax program from their point
of view. But when we try to correct the situation with r pect to
the other taxpayers, created when we try to correct the inequity they
talk about, then the next group comes in and says: "You have created
a new inequity for us."

I think this comparison of the situation prior to 1956 and after
1956 is one of the reasons why I believe it is not fair to say that all
highway user programs should be dedicated to the roads and that
you are creating an inequity, an unfair application of the tax on this
particular group when you do not do it.

Mr. SwAP. Well, you see, since 1956, every time you have a problem
with the highway program, the only way seen fit to answer it is by
increasing the taxes on the highway user. At the same time, people-
in our position see Federal funds used for other purposes in much
larger amounts for things that we do not support. So that, to us, is
an inequity.

Senator BENNm'r. Yes, and one man's meat is another man's
poison, as Mr. Kaufman has been quoted recently as having said. It
all depends on whose ox is gored.

Mr. Sum. We feel that automotive transportation in all its facets
gives more fundamental support to our domestic economy than a lot
of public spending-public sector spending for other kinds of pro-
grams with which we do not philosophically agree.

Senator BwNxwrr. The three men who now sit here on the com-
mittee could not agree with you more, but I have been a little dis-
turbed with the idea that has been presented by many witnesses
here that the taxes paid by the automotive industry in the form of
excises on their product-and those are the taxes that are being
shifted-should be shifted here without questions and we should
replace them by excise taxes on someone else s product or by increased
income taxes or by increased deficits, because we have to replace
them.

Now, the fact that we are going to have an extravagant new hous-
ing program, a new depressed areas program, and other things which
all three of us voted against, does not make it any easier. The
Congress voted for these Federal spending programs in spite of our,
opposition. The problem has to be met.

Mper. OissBr. That is true. However, we do think that thissmall
investment that might be made from the general funds over 1114
years would pw-y dividends as far as this program is concerned. We
.think. itwou-d lead to the benefit of our country and actually inuresto the benefit of new generations in the years ahead. " 0
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The CwAmMAN. Thank you, Mr. Ormsby.
The next witness is my good old friend, George J. Burger of the

National Federation of Independent Business.

STATEMENT OF GEORGE I. BURGER, VICE PRESIDENT, NATIONAL
FEDERATION OF INDEPENDENT BUSINESS

Mr. BURnOR. Mr. Chairman, gentlemen, I am George J. Burger,
vice president in charge of legislative activities, National Federation
of Independent Business, 740-742 Washington Building, Washing-
ton, D.C.

We are a national organization composed exclusively of small,
independent business and professional people. We have" the largest
directly supporting membership of any business organization in our
country. 11e have membership representation in federation chapters
in almost all of the Nation's congressional districts including Alaska
and Hawaii. I am more than pleased to advise the committee that
our membership each month is showing a very healthy increase and
now totals 169,580 members, all individual members-not groups,
which naturally included many independents in the tire sales and
servicing field.

My appearance before the committee in behalf of our members is
that we are committed to take every action to protect. the business
life of independent business. That is our main and principal reason
for appearing.

The witness does not come before tie committee as a professional
trade as-sociation representative in view of the fact, that I have had
better than half a. century active experience as an indepldent in the
rubber tire industry, and during that. period have been honored many
times as the spokesman for the Nation's independent tire. sales and
servicing institutions, as well as during the greater portion of that
time owning and operating an independent tire establishment.

It appears, up to this moment, that the greatest expression of alarm
coming from independents is the injury that their businesses would
suffer in inflating an excessive tax on tread rubber.

The committee must be aware of the fact. that for. practical pur-
poses, from the witness' own knowledge, the recapping of tires in
the first instance originated among the ranks of independents. These
stalwarts pioneered this new development where suitable, safe used
tires could be adapted to recapping.

During their existence, prior to World War II these stalwarts in
the many sections throughout the Nation faced some severe opposition
within the ranks of certain sections of the rubber industry which could
tend to discredit the safety factor of recapped tires, and still these
stalwarts carried on. It is fortunate for the Nation itself they did
during the critical days of World War II, and now some of these
stalwarts like Mr. A. L. Sanderson of Tire Service Co., Spokane,
Wash., advised us in regard to the proposal:

Again we find ourselves In the situation where the small guy Is the "fall" guy.

This gentleman knows the score because lie has had extensive ex-
peience over the many years.

The Paul E. I-awkinson Co. of Minneapolis, Minn., one of the
original producers of tire recappiAg machinery, whose product is
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utilized today worldwide-and the armed services is aware of it too,
recently wrote me:

Economy has made our country one to be proud of.
Is this development by small business to be destroyed by discrimina-

tion in tax ler That s the question that the committee must decide.
It is to be noted that the President of the United States, prior to

his election, in September and October 1960, is reported to have
stated in an exclusive interview:

We can expect a Department of Commerce report early next year, 1061.
And he further said:

I would want to review the Department of Commerce report early next year
before making a final decision on this matter.

Now the question is: Were the findings in the report of the Depart-
ment of Commerce on the subject matter of tax on tires, tubes and
tread rubber in any way influenced by members of the Business Ad-
visory Committee? We are making no charge but, nevertheless, it
should be thoroughly checked into.

Mr. Chairman and members of the committee, as a matter of infor-
mation it would be well to quote from a letter we received on March
8 from Mr. E. F. Dandy, vice president of the Oliver Tire & Rubber

o. Oakland, Calif.--one of the most responsible producers in tread
rubber in the Nation, whose business we believe is coninhed exclusively
to the independent, and who is one of the pioneer quality producers
of tread rubber, where he said:

Taking an average price of 30 cents per pound paid by retreaders for raw
material tread rubber, the proposed increase is equivalent to 33% percent of
the commodity cost. I cannot think of a single other necessity which carries
such a tax burden or of a single other business so handicapped by taxation.
Remove by taxation the right of retreading to compete in a free and open
market and the foundation of the business is destroyed.

The application of this unfair burden of taxation could only discourage the
further development of retreading and reduce the number of independent busi-
nessmen engaged in it. It would appear to be unwise since the experience of
World War 11 and the Korean conflict thoroughly proved the extreme value
of this segment of the tire and rubber Industry during national emergency.

To restrict the future growth and development of retreading would serve only
to eliminate an important reserve. It might be pointed out that these inde-
pendent retreaders, while forming a national pool which can be tapped on an
instant's notice by the Defense Department, do not today participate in any
governmental defense spending, as such.

I am certain that it is not the intent of Government to penalize the small
independent businessman of the Nation nor to impose additional costs on the
consumers least able to afford an added tax burden. To place a tax on economy
and thrift is, to my way of thinking, an assault on the American way of life.

The CHAIR AN. I am very sorry. The Senate is voting and we
must leave nmmedmately for the Senate floor. We shall try to get
back at 3 o'clock to complete the hearings.

Mr. BuRoFu What time I
The CH RMAN. Three o'clock. We have a vote in the Senate that

might cost us $10 million. We have to vote against it.
Mr. BuR ER. I will be back at 3 o'clock.
The CUAMBIAN. If any of you gentlemen have statements you want

to put in the record, you may do so, but we shall be back at 8 o'clock
to hear the remaining witnesses.

(Whereupon, at 1: 15 p.m., the committee recessed until 3 p.m., the
same day.)
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AFTERNOON SESSION

Senator BNmvr (presiding). The committee will come to order.
The chairman has been required to go to another meeting and you will
have the experience of being presided over by a Republican until one
of my Democratic colleagues comes along. We willgo forward with
Mr. Burger's testimony, and pick up where he left off.

STATEMENT OP GEORGE 1. BURGER---Resumed

Mr. Bun ER. Mr. Chairman.
Then from Melim Tire & Rubber Co. in Honolulu, Hawaii, they

write me on March 10, as follows:
We do, however, sight this proposed increase of excise tax on retread rubber

as an example of tax laws which unknowingly jeopardize small business in
their efforts to grow competitively.

We could add many more of these reported, unsolicited statements
as to the seriousness of this situation as it applies to the future busi-
ness life of competent, trustworthy tire sales and servicing institutions,
all of which would confirm the statements we have al, ady quoted.

It's well for us to stress on the importance of maintaining a healthy,
efficient independent business in the rubber tire industry. I cite this
because in the critical days when we entered World War If the cry
from the housetops was the need for a conservation program on rub-
ber stockpile, and whatever use was to be made of the rubber stock-
pile for essential use it must be handled with the utmost care.

Well do I recall my voluntary action at that time assisting the Small
Business Committees of the Congress as it looked at that moment
shortly after Pearl Harbor like the independent tire trade was through
for the duration of the war. In fact some top executives of the big
rubber producers believed in that theory. It happened in Great
Britain.

The Small Business Committees of both the House and Senate, real-
izing that tire use is essential and must be maintained during the war
period, resolved by unanimous action in January 1942 that all tire sales
and servicing for the duration of the war be" channeled exclusively
through the independents. The Senate Small Business Committee in
February 1942 followed with similar action, even strengthening their
resolution by adding that all tire recapping equipment should be chan-
neled exclusively through the independent tire sales and servicing
agent.

It is to be noted that the late William M. Jeffers, then president of
the Union Pacific Railroad. on loan by the railroad to the Government
as Rubber Administrator for the War Production Board, in his ap-
pearance before the Senate Banking Committee, November 19, 1942,
when a proposition was before that committee which would provide
that during the duration of the war all tire sales and servicing for es-
sential purposes be channeled through the independent dealer, said:

Gentlemen of the committee. I am not attempting to qualify as an expert on
war. I think our people are doing a great Job. It is our Job to support them.
At the same time it is equally important that we keep this country on rubber.
That must be done because failure to keep this country on rubber, to my mind,
would be equal to a military disaster, and maybe more than that. :I
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It is to be noted that Mr. Jeffers, as Rubber Administrator, appear-
ing before the Senate Small Busimess Committee on April 8, 1943,
when the same proposition was before that committee for consideration
(tire sales and servicing through the independents for the duration
of the war) said, in answer to a question by Senator Ellender:

Now, you ask me as to my view on the bill. bly view is this: I hold no
brief for the big rubber companies. I think it Is important and imperative
that the independent be permitted to operate.

Finally, Mr. Chairman, the independent tire trade these many
years has faced tax discrimination levy on their product that has
created a most unfair competitive condition (which condition we
trust the Congress will shortly correct due to corrective legislation
presently, being considered in the Congress). At this point I want
to compliment the chairman for his position when he remarked about,
I believe, the Gulf station in Utah not paying tax until it was sold.
In the same situation, under the existing regulation, as these rubber
companies having retail stores, they are exempt from the tax until
the tires are sol, whereas the independent has to pay that tax.

And to penalize efficiency in independent ranks such as is proposed
in the highway program, being raised from 3 cents to 10 cents a pound
on tread rubber is the rankest kind of discrimination. The revenue
the Government would secure would be meaningless compared to the
danger that would destroy individual initiative of those who created
in its entirety this service to all types of the automotive trade.

We are duty bound to use our best efforts to protect efficient inde-
pendent business, and more important, to keep the free enterprise
system functioning within our Nation's economy. And it is for this
reason, in behalf of our nationwide membership, and in fact all small
business, that we oppose this increase from 3 to 10 cents a pound on
tread rubber.

Finally, due to my half a century experience in the rubber tire
industry solely as an independent,. particularly observing the increas-
ing concentration in the hands of a few giants in the fire sales and
servicing field to monopolize the sale and servicing of tires, it is most
important for the welfare of our Nation that these independents,
both at the production and distribution level in the tire recapping
field be maintained within our economy. To levy an unjustflied
discriminatory tax would be playing into the hands of the concen-
trated interests and could go a long way to destroy the business life
of efficient independents in that industry.

Senator BENNmr. Thank you, Mr. Burger. Just for the record,
you remember another man Burger who always loses his case?

Mr. BURGER. Well, I am not him. He does not belong in my family.
Senator BBENmr. Just another comment from the chairman. I

chose Gulf as an example because it does not have any stations in
Utah so I could not be accused of doing any damage to my con-
stituency. I appreciate your testimony.

Mr. BUROER. Thank you.
Senator BEnNmvr. We are happy to have Senator Norris Cotton, a

former member of this committee, as our next witness.
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STATEMENT OF HON. NORRIS COTTON, U.S. SENATOR FROM
NEW HAMPSHIRE

Senator C(orrox. T appreciate the Ol)Portunity to appear 1,efore your
committee to urge it, during its consideration of H.. 6713, the Fed-
eral-aid highway bil, to provide a. 2 percent refund of the tax on
gasoline to gasoline retailers for losses due to evaporation, shrinkage,
and other causes.

At the time of enactment of the gasoline tax law, it was the inteilt
to t4lx the owner and operator of motor vehicles for the fuel used by
him upon the highways of the United States.For quite a number of years the retail gasoline dealers of New

Hampshire and the Nation have actually, been paying the gasoline tax
on gasoline which they do not have in then' possession to sell. It
was not tle intent of Congress to tax or penalize the retail distributor
for losses incurred in his normal and common ways of dispensing this
motor fuel. ITo is, after all, but a third person tax collector and an
unremunerated one at that.

During the years referred to, the retail gasoline dealer has suffered
a great injustice in that he has been required to pay the Federal
Government through his wholesaler, eonsilner tax on gasoline which
has evaporated into thin air. Gasoline retailers have thus lost their
right (through no fault of their own) to pass on such tax to the
motorist. We, in fact, believe that the gasoline tax law was intended
to collect from the consumer or ultimate user of the fuel only, and
not from the retailer, in advance of sales made.

With each increase in the size of the gasoline tax per gallon, the
injustice to gasoline retailers will become more acute.

When the law was originally written to provide a tax on gasoline
at the consumer level, the greatest portion of gasoline sold was sold
through service stations which were operated directly by the pro-
ducers and refiners of the gasoline. No injustice existed at that time
because of the fact. that the tax was paid by them to the Government
on the basis of the actual number of gallons sold to the consumer
and it was paid subsequent to the time of sale.

Today, however, by far the greatest portion of gasoline is sold
through individual independent or leased stations who do not produce
their own gasoline, but who instead, purchase it for resale purposes
and pay the tax at the time of purchase.

This basic change makes possible a number of conditions which
work to the disadvantage of the individual reseller of gasoline.

Also, at the time of enactment of this law, the following facts were
true:

1. Below ground storage tanks at service stations were not as uni-
versal as they are today.

2. Pumps which deliver gasoline directly. from an underground
storage tank to the customers automobile, -ere not. standard equip-
ment. Instead most service stations were equipped with the old visible
bowl type which permitted the gasoline to take on the temperature of
the atmosphere before being sold.

3. Fiveliundred, and one thousand-gallon storage tanks were stand-
ard in those days, while today most service stations boast storage of
from 2,000 to 5,000 gallons with the trend toward larger tanks in-
creasing. The result of this last is that while years ago a retailer
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might purchase a few hundred gallons of gasoline every day or so,
today he must purchase very large quantities at a time. This means
that he maintains a large inventory, a large portion of the value of
which represents tax which he has paid at the time of ptivhase and
recove Tr of which, rather than being assured, is subject to many
conditions that present possibilities of loss. Tile fact that he has his
money tied up in prepaid taxes means that the money is not available
to him for any type of profitable investment.

Because of these changes which have come about making possible
actual losses in volume of gasoline upon which tax has already been
prepaid by the reseller; because the reseller is required to make pay-
ment of tle tax upon tile gasoline he buys at time of purchase; and
because he is not otherwise permitted reimbursement for those pro-
paid taxes which le does not recover from the consumer through the
eventual sale of the gasoline, the reseller of gasoline is entitled to a 2
percent refund of the taxes advanced by him at the time of purchase.

The gasoline retailer seldon, if over, recovers in full by sales, the
same amount of gasoline he purchases and as the tax is paid upon his
purchase at the time of delivery to him lie should be allowed credit for
the tax collected from him upon the portion of gasoline that never
reached the public highways. While this loss is variable in different
sections of the country, the figure of 2 percent is generally considered
reasonable across the country as a whole and surveys made by associa-
tions covering all ways of loss by service station operators tend to
show that 2 percent is a reasonable figure.

Many of the States have recognized a 2-percent or higher loss in
tax recovery by service station operators. In the State of Wisconsin
gasoline retailers have had a 2-percent recovery for over 6 years. In
the State of Georcia for over 5 years; in the States of U7tah and Colo-
rado gasoline retailers receive a 3-percent rebate; in the State of Michi-
gai 2 percent is rebated and in almost every other State they either
already have rebates or are considering similar legislation this year.

As far as our Federal Government is concerned, evaporation and
spillago were recognized by the Office of Price Administration during
rationing as evidenced by coupon credits of 2 percent to replace into
the storage tanks gasoline lost through many causes.

Further evidence that evaporation and spillage are prevalent in
large enough quantities to command attention was brought out in a
recent survey made by Stanford Research Institute for the Ontario
Association.

Mr. P. A. Magill, industrial engineering chemist, states that every
transfer of gasoline from one container to another through a process
of chemistry will show a loss of one-half of 1 percent. Tlus in an
ordinary transaction of gasoline to an operator of a service station,
there are usually at least three transfers. One from the refiner to
the tank truck, one from the tank trucks to the taiks at the service
station and the last from the service station to the consumer's auto-
mobile. If each of these transfers shows a one-half of I percent loss,
the operator of the service station participates in two of them. And
this is only for transferring, not including the shrinkage because of
temperature difference.

Gasoline which contracts because of differences in temperatures
when the gasoline was delivered and when it was sold, is never made
up by the retail dealer. A gallon of gasoline is measured correctly
only a 60 degrees Fahrenheit. Refiners and wholesalers of gasoline
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generally use the temperature correction method when dealing with
each other, however, retail gasoline dealers are always sold on a volu-
metric basis of measurement. The theory is that a dealer's storage
tanks are approximately 60 degrees Fahrenheit the year round and
if he purchased gasoline at 60 degrees Fahrenheit corrected tempera-
ture, he would come out family even. However, gasoline is delivered
to him during his highest sales period, the summer months, at tempera-
tures of often 90 degrees Fahrenheit after being stored in tanks above
ground and delivered by a tank truck at the same or sometimes higher
temperature.

The service station operator's tanks at the service station are, by
law, at least 5 to 6 feet underground, covered in the most part by
as halt or concrete thus becoming virtually a cold storage plant.

The gasoline is drawn from thie bottom of the tank at the service
station rapidly to the customer's car. Assuming that the gasoline
after being dumped in from the tank truck stood for just a short time,
to assume the underground temperature, it would shrink from three-
tenths of 1 percent per degee plus or minus 60 degrees.

Assume that a delivery of 1,000 gallons was delivered at a tempera-
ture of 90 degrees Fahrenheit to a service station tank at 60 degress
Fahrenheit, in a very short time it would shrink 18.6 gallons. Thus,
that which shrinks is lost to the service station operator. In addition
to losing 18.6 gallons of gasoline he had bought, and paid for, the
service station operator has lost the ability to collect back from the
consumer the tax he prepaid. Such an injustice and inequity should
be corrected.

In addition to shrinkage and evaporation most service stations use
gasoline with which to clean portions of their stations and also use
gasoline in cleaning parts of automobiles being repaired or replaced.
This is another source of loss of tax. The gasoline thus used by the
service station operator, has already had the tax paid upon it by him
at time of purchase. He cannot, therefore, collect back the tax on
this gasoline because it never is sold to the ultimate consumer. From
surveys made, the average amount used per annum per station would
appear to be 80 gallons for such purposes. It never reaches the high-
ways as fuel.

It is definitely off-highway use and represents a prepaid tax ex-
penditure that the service station operator loses because it never can
be sold to the highway user and so collected back.

Senator BP.NNT7.'r. Thank you very much Senator Cotton. Our
next witness is Mr. Jack E. Snodgrass who is appearing in behalf
of the National Lumber Manufacturers Association.

STATEMENT OF JACK E. SNODGRASS, SECRETARY, ROSEBURG,
LUMBER CO., ROSEBURG, OREG., ON BEHALF OF NATIONAL
LUMBER MANUFACTURERS ASSOCIATION; ACCOMPANIED BY
FRED C. GRAGG, REGIONAL MANAGER, WOODLANDS DEPART-
MENT, INTERNATIONAL PAPER CO., AND WILLIAM T. TOBE, JR.,
ASSISTANT GENERAL COUNSEL

Mr. SNoDmRAss. Mr. Chairman, my name is Jack E. Snodgrass. I
am secretary of the Roseburg Lumer Co., Roseburg, Oreg. With
me this morning is Mr. Fred C. Gragg, regional manager, Wood-
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lnds Department, International Paper Co., Camden, Ark., and also
William T. Jobe, Jr., assistant general counsel of the National Lum-
ber Manufacturers Association, who will assist me in answering any
questions that the committee may have with regard to the proposals
that we are making this afternoon.

I am appearing on behalf of the lumber manufacturing industry
as represented by the National Lumber Manufacturers Association.
This association is a federation of 16 regional and species associa-
ations whose members are the independent lumber producers in the
Nation. The provisions in title II of H.R. 6713 are of particular
significance to the lumber industry because, in most logging, trucks
provide the only practical method of transportation.

Stated very simply, we endorse the concept, as stated in the Presi-
dent's message, that users of public highways should support high-
ways which they use.

A pay-as-you-go tax for users of our public highways is sound
economics. This is a concept of Government financing of public
works with which few people quarrel.

Title II of H.R. 6713, as it is presently written, provides for pay-
as-you-go financing for highway users, but in the lumber industry
it also catches those of us who are nonusers. As presently written,
it would tax logging trucks operating on privately constructed and
maintained roads. The amendent which the lumber industry pro-
poses, and which you gentlemen have before you, would make pos-
sible a refund of the increase in taxes for fuel, rubber, and truck
weight for trucks operating on roads that lumbermen construct and
maintain.

It seems to us that the best summary of the President's highway
proposal is contained in the statement presented by Uiider Secretary
of Commerce C. D. Martin, Jr., to the Congress on March 14 of this
year:

It is a sound business principle that such a highway plant be paid for by
charges to Its customers at rates which are related as closely as possible to
the amount and kind of service received by the user and the cost of providing
that service. In the case of our highway system, the State and Federal Govern-
ments which provide the service must assess and collect charge for use of the
facility just exactly like any other business concern. In this sense what we
are talking about at this hearing is not taxes as such, but rather a schedule
of rates to be charged the various users who receive varying amounts and
kinds of service. It is no more proper that those who do not ride the facility be
charged for a ticket on it than for everybody to be forced by law to buy a
season round-trip ticket every year on the B. & 0. Railroad whether they ever
ride that or any other train.

This hearing, therefore, Is really to set a fair schedule of rates for services to
be received. The proposal of the President insures that no one Is to be charged
(or taxed, as some are saying) unless he chooses to use the service provided
by the highway plant Itself, and the price he is to be asked to pay is propor-
tional to the amount and kind of service he buys. No user is to be allowed to
use the system without paying, nor on a preferential basis, at rates lower than
his fair share has been found to be. This is certainly asking or requiring
nothing that is unusual or different from the normal American way of doing
things, where each of us willingly expects to carry our share of the load, but
demands that the other fellow also carry his share.

Senator BEmIxma. May I interrupt at this point to make an
observation?

Mr. SNoxuRAss. Yes, sir.
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Senator BzNNqm-. I am interested to see that there is another
member of the current administration who does not like to use the
word "tax." He calls this "payment for services." Anl when we
have hearings on social security they call those "contributions." They
do not call them taxes. This is just a little aside. I hope it does not
throw you off.

Mr. S0ODGRASa. I appreciate your remarks.
The forest products industries own and operate thousands of trucks

for logging purposes. A large number of these trucks begin and end
their useful life on private property, on privately constructed and
maintained roads-coming only within honking distance of federally
assisted highways. Consequently the lumber industry feels that it
is patently unfair and unreasonaIle for these trucks to be taxed to
construct and maintain a road system that they will never use, when
at the same time the industry must spend hundreds of thousands of
dollars annually in the construction and maintenance of private road
systems throughout the forested regions of our Nation. Attached to
my statement is a summary of the proposal that we offer this com.-
mittee for its consideration as an amendment to H.R. 6713. Mr.
Chairman, I ask that this proposal be inserted as part of my state-
ment in the record, at the conclusion of my remarks.

Senator BENNrr. That will be done.
The ringing of the bell indicates a vote, which means that I must

go back to the floor. Consider your problem of having to catch a
plane. If you have to be out of here -by 4 o'clock, I cannot be sure
of being back under 30 minutes and it'might be a little longer, so,
therefore, do you want to offer the rest of your statement for the
record and have it accepted as though you had read it, or do you
want to wait until I return I

Mr. SNODoRASs. We will await your return, Mr. Chairman.
Senator BENNrT. That is fine. I will come back as soon as I can

get back. The hearing is recessed until the further call of the Chair.
(Recess.)
Senator Bmr. rr. The committee will come to order.
Mr. Snodgrass.
Mr. S oDoAss. Mr. Chairman, we thank you for rushing back here.

We want you to know that we have come a long way too, and we do
appreciate your consideration.

Without reviewing the entire proposal in detail, its contents can be
summarized by stating it provides relief from the proposed increase
in taxes for those that haul on privately constructed and maintained
roads. "It has four parts:

1. It allows a refund of the amount of the proposed. increase in
taxes on trucks, tires, and tubes, and 1 penny of the diesel and gasoline
tax for trucks operating on private lands.Senator BENN'r.. May I ask you at this point, are you giving the

same refund privileges that the farmer receives on the State level for
the operation of your trucks on private la*nds?

Mr. SzNoDGAss. Yes, sir.
2. It. allows a tax refund of-the increase in tax for trucks. operating

on public lands tinder an agreement requiring private construction and
maintenance of the road system.
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3. It allows a tax refund for trucks operating over public roads
where there is a use fee paid to an agency of government administer-
ing such roads.

4. It allows a refund of the proposed tax increase for trucks operat-
ing on public roads to the extent, and limited by, the private main-
tenance of such public roads.

Senator B3ENNrE. On No. 3, I have just one question. On Nos.
1, 2, and 4 you were specific with respect to the refunds and on No. 3
you just say that it is the allowed tax refund. They all three refer
to the same series of refunds, do they not?

Mr. SNODGRASS. Yes.
Senator B.NNErr. Thank you.
Mr. SNODoRASS. Based upon average figures, derived from records

maintained in several States that have the highway tax refund laws
similar to our proposal, we estimate that the annual cost of the pres-
ent proposed tax increase on heavy logging trucks that operate exclu-
sively on the kind of roads entitling thie owner to a tax refund, would
be approximately $140 per year per truck. We estimate that there
are approximately 10,000 such units operating throughout the United
States in our industry. Additionally, there are at least an equal
number of smaller vehicles utilized and probably many times this
number operating full or part time in logging operations in our indus-
try. The additional tax load chargeable to the smaller units would
be far less than the average of $140 per unit per year. The cost of
the proposed tax refund to the highway trust fund would total, we
estimate, less than $2 million per year.

I feel, after hearing the testimony this morning that this is a rela-
tively small amount, but to us it is a very significant matter.

Gentlemen, I think it is worthy of restatement here that our pro-
posal deals only with the proposed tax increase and does not reach
the full amount of the use tax imposed under the 1956 law.

We know that such a refund provision is practical, and workable
from an administrative point of view. Attached to my statement is
a table showing that 49 States have such refund provisions in their
fuel tax laws. In my own State of Oregon, we have such a law. This
is how it operates:

The fuel tax refund is based on the actual amount of motor vehi-
cle fuel consumed in off-highway use. In order for the secretary of
state to be able to verify a claim for refund fie truckowner is required
to keep daily trip records setting forth where the vehicle went and
the number of miles traveled on public roads and on private roads.
This trip record must be signed by the person driving the vehicle.
In addition, a record of all of the fuel put in each vehicle must be
kept and this must be signed by the person driving the vehicle. These
two records must be kept for a period of 3 years for inspection and
audit by the secretary of state.

When an owner files a claim for refund he must submit a scheduleshowing his beginning inventory of fuel plus his purchases, supported
by the original copy of the dealer's invoice, less ending inventory
and less amount used on public roads, leaving the balance on which
the refund is claimed for fuel used on private roads. This total claim
for refund must be detailed by each v ehicleinvolved.Based on many years'of experience in Oregon, T ,an state without

qualification that tlie administration ofa reftiid plan such as we
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propose here would be very simple. Oregon requires that each truck-
owner submit a copy of his monthly report to the public utilities com-
missioner which sets forth all of the mileage figures for off-highway
and on-highway use, which also allows easy verification. I know that
some other States also require other reports that allow cross-checking
and verification.

Mr. Chairman, we believe that this highway system should be sup-
ported on a pay-as-you-go principle. We heartily endorse the Presi-
dent's view that nonusers should not bear the burden of supporting the
system. Our recommendation, in the form of an amendment to H.R.
6713, is soundly conceived and easily workable. Its history of opera-
tion in several States is living evidence of its workability. It is,
therefore, with deep conviction that we urge your adoption of our
proposal-a tax refund of off-highway use of trucks.

Thank you.
Senator BEv.. Nwrr. I suppose that you would like to have the other

material attached to your statement and inserted in the record.
Mr. SNODGRASS. Yes, we would.
Senator BBNNmr. I notice that the next four pages are, also, in the

nature of testimony or a statement, Can you identify for the record
what this is, where it came from?

Mr. SNODoASS. This is a summarization of the proposal for the pay-
as-you-go system which wag prepared by the research staff.

Senator BENNETT. I see that some of it is repetitive.
Mr. SNODonASS. Yes.
There are some additional facts in it which we feel should be here.
Senator Bi,%wp__rr. On the next page is a copy of the proposed

amendment and the next page is the provisions of fuel and motor ve-
hicle user taxes in the States of Oregon and Idaho and the schedule to
which you referred in your testimony, and then some additional facts
about the interest rates.

Mr. SwoDRASS. Yes, sir.
Senator BENNETT. It is interesting to me to see that Utah is not on

this list. Is Utah 1 State in the 50 that does not have a refund of
gasoline taxes?

Or is that just a typographical error?
Mr. Jonip. Perhaps it is. Vermont is the only State.
Mr. SNODGRASS. It is a typographical error because Vermont is

the State.
Senator BiNwi r. I thought that we did have it. You picked the

right State. I have no further questions.I think your testimony is very clear. T appreciate your being
patient with me and with the committee in waiting.

Mr. SwoDnRAss. We, certainly, appreciate coming before you.
Senator BENxmr. The attachments' will be made a part of the

record at this point.
(The attachments follow:)

PROPOSED REFUND OF HIOHWAY USE TAXES IN THE OASE OF On-'HioHWAY
USE OF VrH1nLrz

In otder to maintain the Federal pay-as-you-go highway program at a level
that will complete the Interstate System by 1975, as required in the 1956 initiat-
lng legislation, President Kennedy has called for additional income to the high-
way trust fund of approximately $900 million more per year through fiscal 1972.
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In his highway message to the Congress he urged the continuation of the pay-as.
you-go feature of financing this long-range investment In America's highway
needs. In order to accomplish this, the President asked that the present gasoline
tax of 4 cents per gallon be retained beyond the current expiration (late. He
also called for an increase in the diesel fuel tax of from 4 cents per gallon to
7 cents per gallon; an increase in the tax on trucks over 28,000 pounds from $1.50
per 1,000 pounds to $5 per 1,000 pounds over 20,000 pounds; an increase in the
tax on highway tires from eight cents to 10 cents per pound; an increase in the
tax on innertubes from 9 cents to 10 cents per pound, and an Increase in the tax
on tread rubber from 8 cents per pound to 10 cents per pound.

Title II of H.R. 6713, passed by the House of Representatives on May 4, 1961t
calls for the maintenance of the present 4 cents per gallon of gasoline and diesel
fuel taxes; an increase of $1.50 per 1,000 pounds to $8 per 1,000 pounds in the
tax on trucks over 26,000 pounds; the increase In tax on tires and Innertubes
requested by the President and an increase from 8 cents per pound to 5 cents
per pound In the tax on tread rubber.

The forest products industries own and operate thousands of trucks utilized
for logging purposes. These units, fueled by both gas and diesel fuel, operate
largely on privately owned or privately maintained road systems in the forested
regions of our Nation.

The forest products industries feel It Is an unreasonable burden upon them
to be called upon to build and/or maintain road systems on private and public
property for their own use and at the same time to support-beyond their present
level of support-construction of highways on which they have no beneficial use.

Since the revenue provisions of the highway bill, H.R. 6718, are predicated on
the theory that highway users should pay the added cost of an expanded highway
construction program, the attached amendment Is intended to provide a refund
of new or increased taxes that would have to be paid by persons operating trucks
and motor vehicles exclusively or In large part off the highways. It is recog.
nized that, In addition to the substantive amendment attached, technical amend-
ments to the sections of the Internal Revenue Code referred to will be necessary,
as well as to cross-referencing sections of the code. These are not shown.

By word of explanation, the proposed amendment Is not an exemption from
the highway-user taxes. It would, however, allow persons operating vehicles
over private property to claim a refund of the higher or new taxes to be pro-
vided in title IT of H.R. 6713. Such refund would be based upon the extent to
which their vehicles operate over privately owned property or roads which are
not public highways. Further, It is not proposed to allow a claim of refund to
the full extent of the 4 cents a gallon tax to be paid on diesel fuel, special fuel,
gasoline-or the 10 cents a pound to be paid upon tires-under the changes pro-
posed In H.R. 6713, but only to the extent of the Increase In existing tax rates.
The amount of the increase for which a refund would be allowed Is 1 cent a
gallon for the various motor fuels and 2 cents a pound for tires, respectively.

While the manner of computing the refund might be approached In several
ways, a method that some States have found administratively feasible Is pro-
posed. It was chosen as most likely to overcome objections as to administrative
difficulties that might be raised by the Treasury. Refund allowances would be
based upon the proportion of mileage traveled over nrlvotply owned nronerty or
other nonhighway roads. To prevent abuses, It Is prooedl to give the Treasury
broad rulemaking power, authority to require adequate records, and to put the
burden of proof upon the person claiming a refund. Praud penalties, such as
accompany section 6420 of the code (added by the law extending a similar refund
allowance in the case of gasoline used by farmers in off-highway use), are also
pronosed but not shown in the attached amendment.

The proposed amendment would appear to follow well-established procedures
and avoid any undue administrative problem. The growth of motor fuel and
other similar user taxes by the States as a means of flnoncigg their own high-
wa.v programs has necessitated a rpcognition of the need for exemption or re-
fund nroitsionp for nonusers, and they have developed well-defined procedures
for allowing either exemptions or refunds iq the case of taxesimpeed-pnp use
or a motor vehicle or upon fuet where the operation Is entirely or palatially
over. privately-owfedi or privately maintained roads, In almqA all instances.
'the refund lrqethod is used in preference to in original exemption.In. the ease of
fuel used off the highway.

Studies by the'Federation of Tax AdminIstrators' show ihat ni but three
States have refund provisions in the case of gasoline taxe and the cost of
administering such refund provisions is negligible In compa'iso to' revenue
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collections.. For example, the maximum cost reported by any one State for
administering its refund provision was about one-half of 1 percent of its gross
gasoline. collections and the cost of administering the refund provision for a
third of the States making refunds was about one-tenth of 1 percent of gross

.collections. Numerous provisions are resorted to by the States to render these

.provisions administratively feasible from the tax-collecting viewpoint, such as:licensing of dealers; licensing of users or refund applicants; recordkeeping, re-
porting, and invoicing requirements; limitations on frequency and timing of
refund claims; minimum claims both as to volume and dollars involved.

Illustrative of State provisions that meet the peculiar requirements of the
logging and lumber industries, which build or maintain tens of thousands of
miles of their roads over which their vehicles are operated, are the fuel refund
and public highway use taxes of the States of rlaho and Oregon, both of Which
make allowance for -refunds in the case of fuel consumed by, motor vehicles
operated rOn' privately owned or maintained roads. A summary of these pro-
visions Is attached. (See exhibit A.)

The theory underlying 'the proposed ne and additional taxes provided in
H.R. 67.18 is that highway users should pay for the expanded highway con-
structl6nj program, f 0. D. Martin, Jr., Under Secretary of Commerce, reinforced
this Judgment in his appearance before the House Ways and Means Committee
on March 14, 1961:

"It Is a sound business principle that such a highway plant be paid for by
charges to Its customers at rates whiclare related as closely as possible to the
amount and kind of service received by the usef and the cost of providing that
service. In the case of our highway system, the State and Federal Governments
which provide the service must assess and collect charges for use of the facility
just exactly like any other business concern. In this sense, what we are talk-
ing about at this hearing is not taxes as such, but rather a schedule of rates to
'be charged the various users who receive varying amounts and kinds of ser-'vice. It is no more proper that those who do not ride the facility be charged
-for a ticket on it than for everybody to be forced by law to buy a season round-
trip ticket every year on the B. & 0. 11a'>,-oad whether they ever ride that or
any other train.

"This bearing, 'therefore, is really to set a fair schedule of rates for services
to be received. The proposal of the President itsures that no one is to be
charged (or taxed, as some are saying) unless le chooses to use the service pro-
vided by the' highway plant itself, and the price he is to le asked to pay is pro-
portfonal to the amount and kind of sreicee he bnys/. No user is to be allowed to
use the system without paying, nor on a preferential basis at rates lower than hisfair share has been found to be. This is certainly asking or requiring nothing
that Is unusual' or different from the normal American way of doing things
where each of us willingly expects to carry our share of a load but demands
that the other fellow also carry hig share." [Italic supplied.]

The acceptance of this linkage between these taxes and the use of the high-
.ways necessitates also a recognition of the inequity of assessing the taxes on
,nonusers. The evidence is that such allowances for nonhighway use are both
administratively feasible and practicable.

The attached amendment represents the more reasonable approach to ac-
c mplishtng the equitable goal outlined by the President and his chief adminis-
tr atlve officers charged with responsibility for the operation of the Federal high-way program.

AMENDMENT TO OBTAIN A BEFUND OF HIGHWAY USE TAXES IN THE CASE OF OF-
HIGHWAY- USE OWF VEHICLES

In Order to achieve an equitable tax treatment of highway motor Vehicles
operating On private property or on privately constructed or maintained roadson public property, the following amendmentle proposed for Inclusion in H.R.
6718 as a new Section to'title It of that bill, It would amend the existing sec-
tion 64i6 of the 1iTternal Revenue Cpde of '954 In a nuanner which will permita pra~tIcai administrative manner for handling refunds It is contemplafidthat
an annual c lalm 'for refund woWld6 have" to, be substantiated' by.. appropyjate
recordkeepiiir, comparable to that employed in one of the several 'States pres-
ently permitting fund for similar truek operations, The. examples provided
11i the ttachment exhibitt A) of the rcordkeeping tkeuIremente in Oregonand' I,"phopr6lde n exampe of the prvn _101tcl0lity 'of ithi iprogrjim.,
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AMINDMWT

Section 6416(b) (2). Certain nonhighway uses:
Section 6416(b) (2) of the Internal Revenue Code 1954 (relating to special

cases in which taxpayments are considered as overpayments) Is amended by
striking out the period at the end of subsection (Q) and substituting therefot
a semicolon and adding two new subsections (R) and (8) as follows:

"(R) If a highway motor vehicle, whether licensed to operate upon a public
highway or not, operates over (1) any road, thoroughfare or property in private
ownership, or (2) any road or thoroughfare pursuant to an agreement with any
agency of the United States or of any State or with a licensee of any such agency,
or both, if the agreement imposes upon the user of such road or thoroughfare
the obligation either to construct such road at his own expense, to maintain the
same at his own expense, or to pay any such agency or its licensee a reasonable
consideration for the use of such road or throughfare, and such highway motor
vehicle uses or consumes articles in respect of which tax has been imposed
under section 4041, subsections (a) (1), (8) or (4) of section 4071, or section
4081, or such highway motor vehicles is one In respect of which tax has been
imposed under section 4481, the Secretary or his delegate shall refund (with-
out interest) to the ultimate purchaser of such articles or to the person in
respect of whom tax has been Imposed under section 4481, a proportionate part
of such tax based upon the number of miles traveled by such highway motor
vehicle over such road, thoroughfare or property as compared to the total
number of miles traveled by such vehicle, except that the amount of such re-
fund shall not exceed an amount computed as though the tax imposed was at
the rate of 1 cent a gallon in the case of articles under section 4041 and 4081, or at
the rate of 2 cents a pound in the case of subsections (a) (1) and (a) (4) of section
4071 or 1 cent a pound in the case of subsection (a) (3) of section 4071, or at
the rate of $1.50 per year in the case of section 4481. The Secretary or his
delegate shall have authority to prescribe regulations and recordkeeping re-
quirements in respect of such refund.

"(8)" If a highway motor vehicle, whether licensed to operate upon a public
highway or not, operates over any public road or thoroughfare constructed by,
or maintained by, the owner of such motor vehicle, and such highway motor
vehicle uses or consumes articles In respect of which tax has been imposed
under section 4041, subsection (a) (1), (8) or (4) of section 4071, or section
4081, or such highway motor vehicle is one in respect of which tax has been
imposed under section 4481, the Secretary or his delegate shall refund (with-
out interest) to the. ultimate purchaser of such articles or to the person In re-
spect of whom tax has been imposed under section 4481, a proportionate part
of such tax based upon the number of miles traveled by such highway motor
vehicle over such road or thoroughfare as compared to the total number of
miles traveled by such vehicle, provided that the amount of such refund shall
not exceed the share of the cost of constructing and/or maintaining such road
by the refund claimant. The Secretary or his delegate shall have authority to
prescribe regulations and recordkeeping requirements In respect of such refund."
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EXntBIT A

Provisions of fuel and motor vehicle use taxes of the States of Oregon and Idaho

OREGON

Tax imposed Refunds or credits Reoordkeeplng

A "mills per nle" use tax for Excludes application of tax to per. Re ures daily mileage record on
differentweightcategories"for sons or motor vehicles "when aivehiclesand monthlyreport
uso of the hihways," the tax operating over any road or thor. thereon; gives commissioner

- housed for pub le highway oughfare in private ownership" or other broad supervisory pow:constrution. (Oregon Reve- "when using any road or thor. ers "Regulatory and -En.nue Code 767.325.) oughfare. other than a State high. foraemnt Provislons", (Ore-
way or county road, pursuant to gon Revenue Code 787.405-
an agreement with any agency of 787.990.)the United States or with a ii.
cense. of such agency, or both, if
the agreement Imposes upon the
user of such road or thoroughfare
the obligation either to construct
or maintain It at his own expense,
or to pay such agency or licensee
of such agency a reasonable con.
sideration for the use * * of
such road * * "". (Oregon Rev.
enue Code 767.035).

IDAHO

A "mills per mile" use tax for Allow deduction at time of payment Quarterly report required ondifferent weight categories of for "miles traveled on roadways mileage operated over State
commercial vehicles based on maintained with private funds by roads; vehicle owner required
mileage operated over State agreement with the public agency to maintain records and to
highways. (Idaho Code or agencies having jurisdiction purchase documents to justify49-127.) over the same." (Idaho Code, use of rate schedules In code;49-12.) penalties provided. Idaho

Code 49-127a.)

OREGON

6 cents a gallon tax on gasoline Provides refund to person using fuel Authorizes secretary of state to
and motor vehicle fuels usable for operating a motor vehicle, Impose recordkeeping and re-
s fuel for operation of motor whether licensed to operate upon fund requirements. (Oregon
vehicles. (Oregon Revenue the public highway or not, if used Revenue Code 819.320.)
"0e 319.00.) over privately owned, or privately

built or maintained roads, such
refunds being based upon a pro-portionste p t-,Itheirpri

Wbroportlon-ate part =lalbe bae upon the
number of miles traveled over
such roads" as compared to the
total vehicle mleage.. (Oregon
Revenue Code $19.820.)

IDAHO

6 cents a gallon on special fuel Allows refund to person who has Licenses required of special fuelused In "any motor vehicle paid fuel tax, elfier directly or in- dealers; records and monthly
while operated upon the high- directly, where fuel has been "used reports required of both dealerway" (tax Is collected at time for purposes other than for the pro- and user; penalties provided forof sale by the seller from the pulsion of motor vehicles upon the failure to keep records. (49
user). (Idaho Code 49-731, public highways"* ." (Idaho Idaho Code 733, 734, 735, 740.)
730.) Code 49-736, 737.)

OREGON

6 cents a gallon use fuel tax im. Provides exemption for fuel used In Use fuel tax license required of
posed oh motor vehiclee fuels pro pelVl vehicle "over any road . user; faithful performance bond
(diesel, etc.). (Oregon Revised or thordugmare In private owner. required, emblem -required. to
Statutes319, 520, 0.) ship," or over any road built or. be displayed upon vehicle;

maintained by the uset at his own monthly reports required.
expense under agreement with any (Oregon Revised Statutes 319,
agency. (Oregon Revised Stat- 650, 570, 600, 690.)
utes 319, 540.)
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Aspect& of State gasoline tax refund administration

Approximate
Number of annual cost

AMi nonroa4 claims proo. of refund do.
state use re- essed an- apartment

funded? nually (salaries
travel and
printing)

Alaba l aba.. ................................................... No .......... 9000, 50,000
Alaska ........................................................ Yes ......... 3 ()
Arzona ....................................................... Yes ......... 18,854 60.000
Arkansas ..................................................... No .......... 2.000 45,000
'California ..................................................... Yes ......... 0,00 265,00
Colorado ...................................................... Yes ......... 55,500 r, 00
Connecticut .................................................. Yes ......... 1, 000 12,000
Delaware ..................................................... Yes ......... 4,000
Florida ....................................................... No .......... 000 2,500
Georgia-------------------------------------No .......... - 55,0 110,000Idao .......................................... Yes ......... $7, am0 16, 500
Id Tho ---------------------------------------- Ye-----------37501,0
Illinois--------------------........ Yes ......... 330,000
Indiana ..........................-.......................... Yes ......... 200.000 (5
Iowa .......................................................... Yes ......... 4. 553 10,00
Kansas ....................................................... Yes --------- 250.000 (1)
Kentucky .................................................... No .......... 21,80 40,000
Louisiana ..................................................... No .......... 41,900 60,000
Maine ........................................................ Yes ......... 10,800 ()
Maryland .................................................... Yes ......... 60,000 50.000
Massachusetts ................................................ Yes ......... 20,000 25,000
Michigan ..................................................... Y ......... 170,000 90,00
Minnesota .................................................... Yes ......... 000 102,000
Mississippi ................................................... Yes ......... 18562,000
Missouri ...................................................... Yes ......... 162,00 16, 00
Montana ......................................... Yes --------- 49,347 37,500
Nebraska .......................................... Yes ......... 71,239 1101,016
Nevada ...........................................-.-......... Yes ......... 5,00 5,000
New Hampshire ............................................. Yes ......... 12,000 ()105
New erey ............................ "............ . . Yes ......... 1,0000New Meio----------------- . 24, 200 52, 00New Meor........................::........................ Yes ......... 2,00200
Now York----------------------------------Yes ......... - 60,000 ) 0
North Carolina ............................................... Yes ......... 21,380 29,000
North Dakota ................................................ No .......... 66,000 54,000
Ohio .......................................................... Yes a ........ 200,000 150,000
Oregon ...................................................... Yes --------- . 38,000 40,000
Pennsylvana ................................................. No .......... () Q)
Rhode Island ................................................. No ........ 6,000
South Carolina... . ..----------------------------------- No .......... 25, 000 25,000
South Dakota ................................................ Yes ......... 93,000 50, 000
Tennessee .................................................... No .......... 4.000 )
-Texas ......................................................... Yes ......... 205,618 I
Virginia ............................................... Yes -------- 120,000 70.000
Washington .................................................. Yes --------- 3 000 40,000
West Virgina ------------------............................. Yes ......... 3,00 22,000
Wisconsin .................................................... Yes --------- 204,000 ()
Wyoming ..................................................... No.4,700 400
District of Columbia ...................................... Yes.:::.... 1,250 (1)

Federation of Tax Admin-

'Not available
f 1957.
2 Taxes on certain marine fuels are earmarked for harbor Improvement.

Sources State Practices In Refunding Gasoline Taxes, Researcb Rept. No. 48,
istrators, Chicago. 111. August 199.
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Loa TRuCKINo FAcT Smwr, 1960

U.S. log production, 60 billion board feet.
Logs hauled to mills on logging trucks, 60 billion board feet.
Estimated log volume hauled on private or privately maintained roads, 22.5

billion board feet.
Estiniated number of logging trucks operating on private or privately main-

tained roads, 25,000.
Average annual volume of logs hauled per truck, 000,000 board feet.
Average miles traveled per truck, 20,000 miles.
Estimated taxes imposed per truck:

Present Proposed Refund

Gasoiine/diesel ................................................ $120 $120 $30
Rubber ....................................................... 43 65 12
Weight ....................................................... 40 80 40

Total ................................................... 203 265 82

Estimated total refund to logging truck operators utilizing private or privately
maintained roads, $2,050,000.

Source: U.S. Forest service. Industrial Forestry Association, Western Pine Association,
Southern Pine Association, National Lumber Manufacturers Association.

Senator BF,NNr.L. Weo will next hear from Mr. Raymond Boll of
the Cummins Engine Co., of Columbus, Ind.

STATEMENT OF RAYMOND BOLL, EXECUTIVE VICE PRESIDENT,
MARKETING, CUMMINS ENGINE CO., INC., COLUMBUS, IND.

Mr. BoLL. Mr. Chairman and members of the committee, my nmnie
is Riaymond Boll and I am executive vice president,, marketing of the
Cummins Engine Co. of Columbus, Ind.

I am here today as a spokesman for the Cummins Engine. I have
five brief points which I should like to bring out.

In 1960, Cummins Engine Co., together with Mack Trucks, Inc.,
manufactured over 85 percent of the new automotive diesels in this
country. Since our companies represent a major portion of the indus.-z
try, I wish to present testimony pertinent to tie Federal-aid highway
financing proposal (H.R. 6713) now before this committee. Our in-
dustry has consistently supported the Federal highway program as
being essential to the economic welfare and national defenses. How-
ever, we firmly believe that any taxes levied should be fair and applied
equitably on an across-the-board basis as they relate to motor fuiel,

We feel that the Ways and Means Committee of the House of Rep-
resentatives exercised the greatest judgment and fairness in the diffi-
cult task of reaching their conclusions regarding the taxes that they
recommended be levied to support title II of H.R. 6718 as passed by
the U.S. House of Representatives. Further we concur with their
conclusions to eliminate from their bill a differential tax on diesel fuel.
Our industry considers such a tax discriminatory since it results in

levying a tax on the efficiency and ingenuity of the automotive diesel
industry.

However, since the diesel differential tax has again become an
issue, we respectfully request that the following key points again
be considered.

My first point is, a diesel differential tax penalizes a small segment
of the truck industry.
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Such taxes are aimed at heavy trucks; however, only a small por-
tion of these are diesel powered.
(a) Diesels are only two-tenths of 1 percent of all vehicles;

b 1.3 percent of all trucks;
(e 15 percent of heavy duty trucks (over 26,000 pounds); and(d)9.,.5 ercent of heaviest trucks (over 50,000 pounds.

Sodifferential tax on diesel fuel places this small num r of diesel
operators at a distinct competitive disadvantage, since it increases
their fuel costs by $300 to $600 per unit per year without increasing
,the cost to the gasoline truck operator.

There is also a general feeling that diesel fuel is considerably
cheaper than gasoline. Over the past 15 tyears the gap has narrowed
to the point that now, on a national average, diesel fuel is only 1.7
cents less per gallon than gasoline.

My second point is, a diesel differential] tax penalizes efficiency.
Diesel fuel contains only 8, percent more energy producing units

than gasoline. An average diesel converts 36 percent of the energy
of its fuel to useful work as compared to 29 percent for the gasoline
engine, although this ratio varies widely with different types and
makes of engines. However, the point I wish to make here is that
the major portion of the diesel efficiency is obtained by the ingenuity
of the engine design itself-not from the fuel used.

Technically speaking, the difference in efficiency between the
gasoline and diesel is at a minimum at full speed and full load.
However, at partial load and idling speeds, the gasoline engine be-
comes relatively much less efficient. As a conclusion the difference
in ,fuel economy between the diesel and gasoline engine is the least
while traveling on the highway and the greatest when stopping, start-
ing, idling, or operating at partial load. In general it can be stated
that the diesel-powered -ehicles will obtain from 15 to 40 percent
more miles per gallon than corresponding gasoline vehicles. The
Bureau of Public-Roads in their third progress report (p. 14, table 5)
indicated 5 percent less to 18 percent greater mileage for the diesel
engine as compared to gasoline engines. We can appreciate the
Bureau's problem in accurately determining these differences in fuel
mileage because a recent survey of ours conducted on actual 1960
operating results of over 80 carriers and over 9,000 trucks in the
United States indicated widely scattered figures from which no posi-
tive conclusions could be drawn.

Our experience indicates that ' the widely varying differences of
application, operating conditions, driver training, type Of trailers,

ainten ance, '.geographic locatiois, and ambient temperatures make
the determination of a fixed differential impossible. Further we
would like to point out that there are evqn wider variations 'in miles
per gallon between various classes of passenger cars than there are
between' diesel -and gasoline trucks., For 'irstavce, some of the com-
pacts or cars withoverdrives get between 20 and 30 miles per gallon
while other passenger cars obtain 10 to 15 miles per gallon. 'It would
be far more productive, taxwoei andi ast as logical 'to IevY ' differen-
tial tax on these company "economy" vehicles also. ,Ho*ver, we
certainly do not propose this for the same reason that it is 'nrtsally
impossible to estabis a air and equitable differential.

In summary, the diesel engine industry has worked hard to design
and manufacture the most efficient engine possible. We are proud of

181



HIGHWAY FINANCING

these developments. However, we do not believe that because of these
accomplishments the diesel fuel tax should be increased over gasoline,
thus putting us at a competitive disadvantage.

My third point is diesel vehicles pay additional taxes at the Federal
level.

The diesel truck costs more initially-approximately $4,500 more-
and operators pay up to $450 to $500 additional Federal excise taxes at
the time of purchase, diesel repair parts cost more and diesel engines
use more lube oil, both resulting in added excise tax payments. In
addition, their added weight generally results in higher Federal use
tax over gasoline powered vehicles.

My fourth point is the use of diesel engines on the highway con-
tributes to the public welfare.

Diesel fuel is less of a fire hazard since it will not vaporize and ex-
plode as will gasoline. Diesel fuel produces negligible deadly carbon
monoxide and smog producing ingredients. Finally, diesel trucks
and buses are less susceptible to road breakdowns and are more cap-
able of keeping up with the normal flow of traffic.

My fifth and last point is, a diesel differential will adversely affect
our company.

Cummins Engine Co. builds only diesel engines and 65 percent of
our production is for truck use. Any diesel differential tax would
present a serious problem to the manufacturers of truck-type diesels
and particularly to Cummins as it builds only diesel engines. Our
competitors build both gasoline and diesels and they would be able
to shift to gasoline production without any serious loss of business.
This is not true of our company and even a 1-cent differential would
result in a substantial loss of engine and spare parts business.

I would like to point out that the original proposal included a
differential tax on diesel of 3 cents as against gasoline which is the
same as decreasing the efficiency of the engine by 14 percent. Now our
company has specialized in the development of diesel engines. Last
year we spent $5 million on research in design from which came a
now engine with increased efficiency of about 4 percent. We are
now spending. $27 millions to tool to produce this new engine. And
this is a company that does about $136 million of business per year.
So by the end of this year we will have spent $12 million on this new
product, yet in one swift blow the original increased differential is
wiped out almost four times, that is, it has almost wiped out almost
four times our research and development program.

In conclusion we respectfully request that any taxes that are con-
sidered on motor fuel remain uniform and across-the.board as they
are today, and as they are proposed in H.R. 6713 now being considered
by this committee.

Senator BFiNNmr'r. Thank you, Mr. Boll. For my education does
the word "ambient" refer to the temperature of the air through which
tha truek passes?

.Mr. BorL Yes.
Senator BENzirrr. I would like to 1ake you back to page 1 to

straighten up th6se figurasiin my own-mind.
Mr. BoLL-.There is a chart on the back that illustrates i portion

of the figures.
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Senator BENl1m. You say that the average diesel converts 36 per-
cent of the total energy of its fuel to useful work as compared with
29 percent for the gasoline engine. And you said earlier that diesel
fuel contains only 80 percent more energy-producing units.

The difference between 29 and 36 is 24 percent.
Mr. BOLL. Yes. In one case is to the fuel itself, two gallons of

fuel, gasoline and diesel, the diesel fuel itself, the chemical content
actually does contain about 8 percent more heat units than does the
gasoline. That is the portion in the fuel itself.

The other two figures pertain to the efficiency with which the engine
itself burns the fuel that is put into it.

Senator BExNTr. And the 8 percent which is the advantage of the
fuel itself that it provides, translated into a 24 percent difference be-
tween it, is used in the engine. Is that the way to interpret these
figures-the difference between 29 and 36 is about 24 percent, using
29 as the base?

Mr. BOLL. You cannot do it that way because the 29 percent is the
efficiency that the gasoline engine gets out of the gallon of gasoline
and the 36 percent is the work that the diesel gets out of the gallon
of diesel fuel.

Senator BENNETr. Then, to get the xeal difference, 36 times 180 is
what you would have to use, because it has 8 percent more energy to
start with, which widens the differential?

Mr. BOLL. Yes, it does.
Senator BENNm-r. I am always interested in people who come be-

fore the committee and subtract 2 percentage figures and say that the
difference represents the percentage of difference between the two
figures, when, actually, it is only the mathematical digits that are
used to represent it.

Mr. BOLL. Yes. Actually, the point we are making here is that one
is the efficiency with which an engine mechanically burns its fuel,
and the other is the fuel that you put into the engine itself. That
was the distinction that I wanted to make here.

Senator BENNETT. I know that you wanted to make that. And I
want to get it clearly into the record that fact, so that if you burn
gasoline and diesel fuel, each under its ideal conditions, the difference
in the power produced is somewhere around 25 percent. If you burn
gasoline in the gasoline engine and you burn diesel fuel in the diesel
engine; and compare the two in terms of their relative conversion of
energy, it is about 25 percent.

Mr. BOLL. This varies with the engines.
Senator BENNmf. This is perfectly clear in the rest of the testi-

mony, but I wanted to get that into the record, because in reading
this casually you would say that there is only 8 percent difference be-
tween the eficiency of the two. That is not the total difference.

Mr. BOLL. No. Yes, there is 8 percent difference in the fuels.
Senator BNxTr. But when you move over and use this 8 percent,

it is expanded by the greater efficiency of the diesel engine.
Mr. BOLL. Yes.
Senator BENNE. Thank you very much, Mr. Boll. The chart

will be made a part of the record, as you desire.
Mr. BOLL. Thank you.
(The chart follows:)
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Senator BENr'r. Our last witness, the most patient of the lot is
Mr. Frederick S. Hill of the. National, Association of Motor Bus
Owners,

STATEMENT OF FREDERIOK S. HILL, COUNSEL, NATIONAL
ASSOCIATION OF MOTOR BUS OWNERS

Mr. HuL. Mr. Chairman, my name is Frederick S. Hill and I am
appearing before you today as counsel for the National Association
of Motor Bus Owners. "NAMBO," as we call it in this age of apha-
betical organizations, is the national trade association of and spokes-
man for the intercity bus industry.

Our industry has supported the expanded highway program. At
the 1956 hearings on the original Federal Aid Highway Act, we indi-
cated our readiness to attempt to absorb the additional user taxes
originally proposed despite the hardships involved. We did present
evidence at that time, however, that any further tax increases would
impose a serious financial burden on our industry and would jeopar-
dize existing transportation services. The burden is particularly
onerous in our case since the routes on which we use the limited
access interstate highways must often be duplicated at added cost
by other routes in order to serve bypassed communities.

As we testified in March of this year before the House Ways and
Means Committee, we do not feel that additional user taxes should
be imposed at this time on an essential industry which is in hard-
pressed financial condition. Our essentiality is demonstrated by the
fact that some 40,000 communities in this country rely on us exclusively
for all public passenger transportation, for pouch mail service and
for package express delivery. These are communities which are not
served by railroads or airlines, and their number is being increased
steadily by passenger train discontinuances. Our value to the na-
tional defense was clearl shown during World War II by service
rendered to the Armed Forces and to industry. At the same time,
many of our carriers are in poor economic health. Our passenger
traffic has declined more than 30 percent in the past 15 years, prin-
cipally because of rising costs and competition from the private auto-
mobile. This has required substantial cuts in service and in some
cases abandonment of routes and liquidation of carriers.

The highway. program provides substantial benefits to nonhighway
users. Yet, for all practical purposes, these benefits are not now paid
for by nonusers. We believe that this fact amply justifies a transfer
from general funds to the highway trust fund to assist with the con-
tinuation of the program.

Our motor fuel taxes have already been doubled to pay for this
highway system; yet we enjoy relatively few of its intended benefits
and savings. Many of the highways for which we are paying today
are not yet completed and these same highways will be used long
after 192 by succeeding generations. We therefore suggest that
there is nothing sacred about the 1972 deadline for completion of the
system and that some stretchout of the program is preferable to in-
creased user taxes at this time. Indeed, it was in effect implied by
Federal Highway Administrator Whitton before the House Ways and
Means Committee this year that the program would go on beyond
1072. Thus, the question is not how to finance a limited a 11( term'inat-
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ing program; rather it is how large a tax burden we should place on
today's users to provide highways for tomorrow's users.

With respect to the recently passed House bill (H.R. 6713) before
us today, we can say that we still support the highway construction
program and that again we will attempt to absorb the additional user
taxes proposed in tle bill. However, we urge this committee to sug-
gest no further increases in those rates and to endorse the transfer
of the remaining one-half of the 10 percent excise tax on trucks and
buses from the general fund to the highway trust fund. In connec-
tion with this transfer, the report of the Ways and Means Committee,
while admitting that the 10 percent tax on trucks, buses and trailers
is in reality a highway use tax, nevertheless states thftt its recom-
mendation to dedicate the remaining 5 percentage points of this levy
to the highway trust fund amounts to a diversion from general rev-
nues in recognition of highway benefits that accrue to nonuser groups
such, for example, as adjoining property owners. We cannot agree
with this reasoning. This tax is one paid only by users of the high-
ways and, as such, the proceeds should be dedicated in toto to high-
way construction.

I know that the time of this committee is limited and I therefore
respectfully request permission to have included as an exhibit to this
statement the statement of Mr. George M. Sage, a director of
NAMBO, delivered before the House Ways and Means Committee on
March 21 of this year, together with the tables attached thereto. Our
association's position is spelled out in Mr. Sage's statement in consid-
erably more detail than time today has permitted.

I thank the committee for this opportunity to appear on behalf
of our industry.

Senator BFNNE.Tr. Mr. Hill, we appreciate your patience. You sat
through the hearings this morning and heard the discussion on this
question of diversion. I do not think there is any point in trying
to repeat it unless you would like to make some other comment on it.

Mr. HILL. I do not believe I have any added comments, Mr. Chair-
man, except this: If diversion should be decided against by the com-
mittee, our industry would favor a stretchout of the program so that
it could be paid for by existing taxes.

(The following letter was later received for the record:)
S3IEPTOR & JOHNSON,

ATTORNEYS AT LAW,
Washington, D.O., June 8, 1961.

Re H.R. 6713.
Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.06

DEAR SENATOa BYRD: I should like, with your gracious permission, to add one
further thought to the testimony I gave before your committee yesterday on
behalf of the National Association of Motor Bus Owners regarding the Federal
highway use tax.

This tax is designed primarily to offset added highway construction costs neces-
sitated by theause of very large and heavy vehicles. Most of the testimony and
discussion of this levy have placed virtually" all of the emphasis on the weiklit
factor, largely ignoring the space requirements which are also extremely im-
portant. It is our view that this tax as applied to buses is discriminatory on
both counts.

The median State maximum permissible gross weight for a three-axle single
unit vehicle is 50,000 pounds. The largedt bus of this type is 10,000 pounds
lighter. It is also so constructed and powered that its impact on the highways
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is far less than that of a heavy truck. Most buses that exceed the 26,000-pound
minimum taxable weight, exceed It by relatively small amounts. Hence the
revenue is almost inconsequential in terms of total tax receipts but highly im.
portant to the hard-pressed carriers.

It should also be noted that transit-type vehicles are exempt If operated by
a local carrier but not if they are operated by an Intercity carrier.

There are four States that permit the operation of vehicle combinations up
to 65 feet in length and 10 more with 60-foot limits. The largest bus Is 40
feet long and the majority are 35 feet or less. Further, a bus is far more
maneuverable than a truck combination with respect to turning radius, ac-
celeration, deceleration and hll-clinbing ability. All of these factors comikbine
to make the highway space requirements for buses far less than those for large
trucks.

Finally, the height-clearance requirements of buses are not responsible for
any additional highway costs.

Again, may I say that I appreciate the opportunity of appearing before your
committee on behalf of our industry.

Sincerely,
FREDERICK S. HILL.

Sonat.or Bn xErr. Thank you. I assume that, you desire to have
the statement mentioned by Mr. Sage made a part of the record.

Mr. HILL. Yes, sir.
Senator BiwNEr-r. It will be made a part of the record at this

Point..
(The statement of George M. Sage follows:)

S TATEMENT OF GEOROE 31. SAOE ON BEHIIALF OF TIlE NATIONAL ASSOCIATION OF
MoroT Bus OWNF.Rs BEFORE THlE 11o1sE COMMITTEE ON WAYS AND MEANS ON
FINANCING THE FEDERAL HIOIuWAY PROGRAM, MARCH 21, 1901

My name is George M. Sage, and I appear today as a director of the National
Association of Motor Bus Owners. Ours is the national trade association for
the Industry which provides Intercity motorbus service. We serve as spokesmen
for that industry.

I am also president of the Short Line, Inc. My company provides motorbus
service from Providence, R.I., to numerous New England points. We have
approximately 225 employees.

Our industry has consistently supported the expanded highway program.
During the hearings on the 1956 Highway Act, we indicated our readiness to
attempt to absorb the additional taxes originally proposed, despite the hard-
ships involved. We presented irrefutable evidence at that time, however, that
any further tax burdens would impose an intolerable financial burden on an
already hard-pressed industry, and would Jeopardize existing essential trans-
portation services. The burden would be particularly onerous in the case of
our industry, since the routes on which we use the limited-access interstate high-
ways must be often duplicated at added cost by other routes in order to serve
bypassed communities.

We still support the highway construction program, and are willing to con-
tinue to absorb the presently existing taxes. However, we urge this committee
to maintain highway user taxes at 1960 rates without any further increase at this
time. This would result in approximately $300 million less per year In user
taxes than the President has proposed. That $300 million could be provided
by a transfer from the general revenues. If that is not feasible, the program
should be extended for a short period, as I shall suggest later.

Alternatively, if this committee should decide that an increase is advisable,
despite the compelling evidence to the contrary, we strongly urge that the
exemptions from increased motor fuel taxes and vehicle weight taxes which
were granted to local transit companies in 1956 be extended to cover intercity
bus operations because of the similarity, not only in the service provided, but
also the financial plight of many of the carriers.

Any increase in highway trust fund revenues over 1960 should come from
general funds.

It is our view that. any increase in contributions to the highway trust fund
at.this time should come from general revenues and not as an additional burden*
on users. The excise taxes paid by usp.s into thle Treasury for general purposes

70680-61-----18



188 MHGrWAY FINACIN

this year will exceed $1.7 billion. A transfer of only one-sixth of those taxes,
at 1900 rates, to the highway trust fund would provide all the funds requested
by the President, without any further increase In user taxes.

Furthermore, no one disputes the fact that the highway program does provide
substantial benefits to non-highway-users; yet for all practical purposes, none
of these is now paid for by the nonusers. The President himself stressed several
nonuser benefits, such as national defense and general economic development, as
reason for increasing expenditures.

The Bureau of Public Roads has, in effect, taken the unconscionable position
that no value should be assigned to most such nonuser benefits, since they are
difficult to measure, but the Bureau was able to establish an 8-percent factor for
the few nonuser benefits it could determine accurately.

We believe, along with the views of other highway user groups, that the 8-
percent factor is totally inadequate. However, even an 8-percent contribution
from the general fund would produce nearly the amount requested by the Presi.
dent witltout any change in the 1960 tax rates on highway Users.

Based on these facts, it certainly appears to us reasonable to request that any
increase in contributions to the highway fund come from the general revenues,
either as a transfer of a part of the existing excise taxes on highway users,
or as an appropriation from the general funds.

The only answer to such a suggestion has been that it might unbalance the
budget, in view of all the other needs of the economy. If it is correct that the
need for increased highway expenditures is less pressing than the need for the
least urgent item in the general budget, then we urge that this committee treat
the problem of increasing highway expenditures and revenues as a nonpriority
matter and continue both at 1960 levels rather than increase highway user taxes
further. If other demands are more urgent, we should limit the portion of our
national resources that are dedicated annually to the highway program to present
levels. The sums already being collected and spent on the program are very
suhstantial.

In this connection, I want to point out that the President cites as a compelling
reason for expediting the program the 38,000 persons killed each year in high-
way accidents. Inadequate highway facilities, however, are only one of many
factors behind this problem. For example, the National Safety Council reports
that nearly one out of every three fatal motor vehicle accidents in 1959 involved
a drinking driver.

The rate of fatal motor vehicle accidents per 100 million vehicle-miles has
been declining almost steadily since 1933. Between that year and 1956, when the
expanded highway program was started, the rate declined an average of four-
tenths of a fatality per 100 million vehicle-miles annually. This improvement
factor was higher than it has been since 196.

In preference to increasing user taxes, the completion date should be extended:
There is nothing sacred about the 1972 target date for the program. It was
established in 1956 by matching the estimated revenues from dedicated user
taxes against the estimated cost of the program; but the original cost estimates
since have been Increased by approximately 50 percent. One thousand extra
miles of highways were added by the Congress to the program after its incep-
tion. Original cost estimates, necessarily hastily arrived at, were too low and
also did not allow for the inflationary spiral.

As a result, and despite the increase of one-third in the Federal fuel tax
rate in 1 59, the completion date of the program will be, delayed slightly if
revenues remain at 1960 levels, We urge that such a postponement Is prefer-
able to further increases in user taxes at this time.

In this connection, I want to point out that officials from the Bureau of
Public Roads have In the past testified that the Interstate highway System
desired is not limited to the 41,000-mile system authorized in the 1050 act I
think we can safely assume, then, that new and supplementary systems will
be added as the present system is completed, and that the Federal-aid highway
program will not terminate Ii 1972, no matter how large today's taxes are
made. This has already been ipoiiW ont by Highway Administrator Whittti.

Vhus, the question is not how to finance a UnMited and Iterpninating program.
Rather, it is bow large a tax bur4 iishbld ,tbihs committee place on khday's
users to provide 'highways for tomorrow's, not exclusvely today's, users .X turn now to our requst that Aeeemptoo from bwread motor qusi td
vehicle weight tWea be brosdeued to onli VinerIp ty Inoot.045 0.er s,f
6e4 ,1001 al 44.8it oipter. ie)ehue io~d referi"e. -to Air I.. sctnns

8411 and 4481' ot the Inya eveue Gods
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-The diesel* fuel tax increase requested by..the administration would add
$5,500,000 anually to our industry's fuel tax bill, an increase of about'two-thirds
oyer our 1060 Federal fuel tax cost. Since thv average State tax on diesel
fuel is 6.6 cents per gallon, the requested increase in the Federal ,levy would
raise our total fuel tax to 18.6 cents per gallon on the average. This is roughly
110 percent of the cost of the fuel itself and is vital since an estimated 85 percent
of our mileage Is operated with diesel equipment.

. Overall, the request would Increase *our taxes by $0,60,00 annually. This
represents a 57-percent increase over, the total of user taxes we now pay into
the highway trust fund and to the Federal Treasury. I have attached to my
presentation an exhibit (table 1) showing the tax burdens on our industry
at 1960 and at proposed rates.

Our motor fuel taxes have been doubled already to pay for this program;
yet we enjoy relatively few of its intended benefits and savings. It is a fact
that most of the, highways for which we'are paying today are not yet com-
pleted and that those same highways will be used after 1072 by' succeeding
generations.

Even without the requested tax Increase, our Industry is in poor economic
health. Our passenger traffic has declined more than 80 percent In the last 15
years, principally because of our rising costs and the competition from private
automobiles. This has meant substantial cuts In service, abandonment of routes,
and complete liquidation of many carriers.
* The Interstate Comnierce Commission has found that a healthy Intercity bus

system requires that expenses average not fnbre than 85 percent of revenues.
Yet, during 1059, less than 20 percent of our principal carriers were able to
operate at that level. Seventeen percent were in the red.

Referring to the year 1959, also is presented a profit and loss statement of
my own company, which indicates that we operated at an operating loss of
$23,801 with an overall loss of $53,141. This gave us an operating ratio for the
year of 101.3 percent.

I would like to refer to the second page on the exhibit and point out that the
taxes, that the highway use taxes that were paid during that year, totaled
$168,351. So it is very apparent that the already high taxation that we made
in the year 1959 contributed substantially to an op rating loss.

As I am going to point out In a few minutes, also, there were many commu-
nities in 1959 that were served by solely this bus company, and since then due
to this already high" taxation, services had to be curtailed and first Increased
so that we could maintain our operation.

The conditln of our smaller carriers is 6ven worse. On the average, this
group operates far below this expense revenue ratio. Many of the smaller
opertions consist of a 'few buses operated and maintained as family affairs
with few, If any, hired employees.

These small carriers are a large and Important part of our industry since
many of then provide the only service available to small communities and rural
ar-eas. 'About four-fifths 6f the cdiriers subject to the Jurisdiction of the Inter-
srtte Commerce Commissioi have annual gross revenues of less than $200,000.
Yet, they are the ones In the most precarious findncal ConditiOn.

Many Sthtei have become so concerned oVer 'the alarming rate of bus company
fafluixes and the consequent 1oss of essential service that tax-relief measures
have'been foutid necessary, In NeW York Statd, for example, it was fouid that
78-eommminftleh had been deprlVd of all or'a substantial portion of their bus.
servife since 1951 as a result of a net decrease iti the' number of bus companies
Recognizing thlit'the tax burden was dn |nplortnt element In those failures, the
Stae "exeihpted the bUi catriers from the 1059 increase of b0 percent in' the
State motor fuel tax and repealed a' 9-petcedt tax n'the gross revenues of the
bus com ianies,'

'We ask that this committee likewise recognize the problems of our industry
and the impact that spiraling .tai' costs ft1* having on our members and the'
ldw-U00me 'groups who tee' o~if ieviced. -, I ha'Ve: Attached an exhibit-(table 1)
showing just how staggering our present tax burden Is. On the average we
phy each yiear $1,480 !ir" bttifit State'hfid"lbcl rifer-type taxes and airther,
$600 per bus in Federal user-ty e ixxe.- ThUs, our total tat' bill each year
etc4ds $2,000 per bu's bveh'Witbht-the IM Wie bus'annual lncreiase th Pres-,

In this connection, I want to point out that the so-called final report of the
BhrA' -6f PublicRoads' Mequlted by 'tle 19"6'gC nilhaal thst any retieW. of,

........................
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tax equities should Include local and State tax burdens, as well as Federal; but
because of limitations in the statute authorizing the study, the Bureau made no
allowance for the large amount of ume., taxes we pay to the States for financing
their share of the highway costs I have attahed ad exhibit; (table 2) showing
our tax burden at the State and local levels compared with the burdens on other
vehicles. It can be readily seen we are already paying a disproportionately high
tax at that level. This exhibit Indicates that a typical intercity bus with a gross
weight of 20,000 ponnJs Is assessed $1,910 annually in State and local highway
use-type taxes. This figure Is In excess of that for a tractor-semitrailer-full
trailer combination with a gross weight of 70,000 pounds, or more than 85,000
pounds heavier than any Intercity bus.

Our Industry furnishes essential transportation to 450 million passengers
annually. Many of the passengers riding the buses of companies such as mine
are members of lower Income groups who are commuting to and from jobs, homes
of friends and relatives, schools, shopping districts, or social engagement&
They are not cross-country travelers. Their trips should not bear an added tax
burden over those of the local transit riders merely because they cover a few
extra miles, or cost a few extra cents, or are In communities which are too small
to support local transit companies,

From the facts I have given, it is clear, however, that if they are to stay In
business, the bus companies must attempt to pass on the proposed Increase In
taxes to Its passengers In Increased rates.

I am sure that this committee would not want to place the cost of building the
new highways upon rural communities and lower Income groups, the groups least
able to pay. Yet, this Is the very effect of any Increase in the taxes on our Indus-
try. for the lower income groups depend on buses for essential transportation
services.

In more than 40 of the communities served by my company, motorbuses are
the only means of Intercity public transportation available. Nationwide, the
number of such communities exceeds 40,000. We provide those communities with
package-express and pouch mail services, In addition to essential passenger serv-
Ices. Often, their hospitals and Industrial plants depend on us for emergency
deliveries.

I am also sure that this committee does not want to finance the highway system
through a tax which would defeat Important objectives of the program Itself.
Yet this would be the effect If the taxes on our industry are increased as pro-
posed. A major purpose Is to relieve traffic congestion. That purpose is best
served by encouraging greater use of public transportation. City planners all
agree that this Is a national need. That this Is a serious problem is also empha-
sized by the fact that the Senate Surface Transportation Subcommittee Is cur-
rently holding hearings on the continuing shift from public to private transporta-
tion and the conseonent weakening of our common carrier system.

An Increase In the taxes paid by our industry, however, would result in an
Increase In our rates and a loss of passengers at the very time when railroads
are reducing their passenger service. Thus, the tax Increase wou'd aggravate
the very traffic problems that the highway program Is Intended to alleviate. It
would Increase private automobile use.

In the past, the lower tax rates extended to local transit companies have been
based in part, at least, o te~ fact that theyr made little use of the Federal-aid
highway, system. Much of te same reasoning applies to our Industry with re-
speot to any further tax increase at this time. As previously noted, the Increase
is occasioned by the revised estimates for the Interstate System and not by the
so-called ABC highway system. Yet It is the latter system which our industry
uses extensively. We have derived comparatively little benefit from the inter-
state - limited-access expressway system., This Is because the baekbnne of. our
services Is rendered to the smaller communities which may be bypassed bv the
limited-accesa highways. This freouently results In duplicating services, neither
of which Is compensatory. Thus, my cmpany has opfly one route which uses an
expressway, and that route has, had to be paelleled by local service for bypassed.
communities,.

-Since the. ABC system represeqntp l then one-third of the eost of the Federal
highway. progrm, An4 Is not the reason for .the new lureaee requested, the
burden for that Ipcrease should not fall on our W~ustry. We therefore orae that-
the exemptions granted to local transit companies be, etnde to our intercity

the igway financing plans. It would decrease the revenues from the President's
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tax proposal by approximately $6 million annually, 2 percent of the funds re-
quested. However, to the Intercity carriers themselves, to their passengers and
to the communities they service, extension of the exemption is vital
wTo summarize our position, our industry does support the highway program.
We are willing to continue to absorb existing highway user taxes. However, we
urge, as a matter of tax equity, that the requested increase of approximately
4300 million annually in highway funds be provided through a transfer of a part
of the existing excise taxes on highway users, or as a direct appropriation In part
payment for nonuser benefits.

If, out of budget considerations, this committee should decide against a trans.
fer or appropriation to the highway fund then we urge that the highway program
be extended as necessary to equate expenditures and revenues.

Finally, we request that intercity bus carriers be exempted from any further
increase in motor fuel and vehicle weight taxes, as has been done since 1956 for
local transit companies. Any increase in our taxes would place an unreasonable
burden on an industry already In economic difficulty. It would place the burden
of the new highways on low-income and rural groups through increased rates and
reduced service. We would be taxed because of the changed cost estimates on the
Interstate System from which we derive relatively little benefit.

On behalf of myself and the members of our industry, I want to thank this
committee for the opportunity of appearing today.

(The documents are as follows:)

TABL' 1.-stimated effect of increases in Federal highway use taxes proposed
in President's message, intercity bus operations s

All carriers Class I Otherearders
carriers

Federal automotive excise and highway user taxes:
At 1960 rates.

Total amount ......................................... 811,638.000 8, M5.000 $3,103,000
Per vehicle ............................................ $-- -

At'proposed rates:
Total amount ....................................... $18. 224.000 $13,620,000 $4,604. 000
Per vehicle ....................................-.--...... $ ,230
Percent increase,-- ................. ................. 67 60 48

9a1f. and local hlgbwaiy user tfpe paymeWts.
Total amount..$ ........................................ $21,08000 7,412.000Per vehicle ........................--------- $.480 $1,91 seo

Total highway user typo payments, all levels of govern 4,ent$
At cuoent rates:

Total amount- .................... ....... -.......- $0. i,000 $2 . 0 $1%515.000
Per vehicle ...........................................-- - - - - - -- -- $1,2With Federal levies at proposed rates:
Total amount -....-...-.... ....................... $71000 405 o 016.000
Perve114010---;-.-.....- .-......-.---------- 2420 $3, 140 $,0

I baed on 95 operating data the latest year for which adequate Information Is available; current Federal
tA6omre ted on the basis of 1960 ta, rmmer

*oUrce: Carrler reports to the Interstate Commerce Commission.
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TMLE 2.-Esttmated averages; annual State road user payments 1960.

Estimated
Registered Annual State road

Type of vehicle Type of fuel gross weight travel user tax-
(pounds) (miles) payments(mredians)

Pasen r car.............................. Gasoline..... 4,413 9,500
n --erc r- bus ................................... Diesel ....... 26,000 70,000

Pokup truck ------------------------.." Gasoline-... 5, 000 0,00 64
Stake truck .......................................... do-. - 15,000 12000 149
Van .................................................. do -... 19,000 16,000 227
Dump truck ......................................... do -40, 000 30,000 815
Tractor-semitrailer .................................. do. 40,000 40,000 839

Do ........................................... do .. 65,000 60,000 1,438
Do ......................................... lesel.. . 5,000 60 000 1,220Do ......................................... ..... do- ..... I2 W0 00I

o-------------------- - - : 62,000 70, 000 1,8
Do .............................................. do-. -- 72,00 70,000 1,900

Tractor-semltrailer full trailer ........................ do ...... 7,000 70,000 1,879

I State taxes for this vehicle were not obtained in the study"Road User and Property Taxes on Selected
Motor Vehicles, 1960" (BPR) which is the source for other data in this table. This figure was computed
by National Association of Motor Bus Owners from carrier reports to the Interstate Commerce Commission,
based on 1959 data.

Source: Final report of the highway cost allocation study, letter from Secretary of Commerce, H. Doc.
No. 54, 87th Cong., 1st sess., p. 168, except as noted above.

THE SHORT LINE, INo.

Profit and 1o88 statement, 1959Operating revenues:
Passenger ---------------------------------------- $1, 687,978
Charter -------------------------------------------- 102,595
Other ----------------------------------- 84, 281

Total operating revenues ---------------------------- 1,824,799

Operating expenses:
Equipment maintenance and garage ----------------------- 255,401
Transportation -------------------------------------- 800,869
Station --------------------------------------------- 88,387
Traffic solicitation and advertising ---------- --------------- 84,801
Insurance and safety--_ --------------------------- 104,947
Administration and general -------------- --------------- 163,398
Depreciation ---------------------------------------- 121,665
Operating taxes and licenses ---------------------------- 187,288
Operating rents -------------------------------------- 92,844

Total operating expenses ...-------------------------- 1,848,600

Operating income -------- --------------------------- 23, 801
Other income --------------------------------------------- 289

Gross Income -------------------------------------- 23,512
Other deductions ----------------------------------------- 5, 262

Total income before Federal income taxes-------------- 58, 774
Provision for income taxes ..------------------------------- 5,633

Net income after taxes ------------------------------- 58,141

Operating ratio ------------------------------------------ 101.8
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Taxes paid-Federal, Stale, and local, 1959

Federal I Connect- Massa- Rhode New Other Total!
lcut chusetts Island I York

Diesel and other fuel tax ....... $18,581 $2,200 $3,255 $26,770 $103 $238 $51,145
Vehicle license and registra-

tions ................................... 1, 214 492 7,429 .......... 2.......... 9,1
Tir and tubes, Federal ....... 2,760 . 760
Parts and accessories tax ....... 3,748 .------------.-------.........----....---- - -8,748
1 xciso on new vehicles, Federal. 60,604 .......... 3 4.......... 4.................... ..... 6 . 4Stolls ....................... :::- 32,844--------------... 32: U

Highway use tax .............. ...48.....-------- -436
sates taxes ...... .................. ...... .. .......... 2,835 ...... l 2,835
Motor vehicle excise taxes ............-.......... 4,788 .......-......... 4;.786

Total .................... 8,127 8,474 ,033 89,878 103 238 168,81

t Based on 3 cents per gallon in effect for 1st half of 1959; 4 cents per gallon In 2d half.
J'Based on 6 cents per gallon In effect in 1959; 7 cents per gallon present tax.

Senator BEwN n=. I assume that there are no other witnesses. I
have no more names on my witness list. Under those circumstances,
the hearings are adjourned.

(By direction of the chairman, the following is made a part of
the record:)

SUBMITTF BY REPRESENTATIVE CLEM AMLLER OF CALIFORNIA

RESOLUTION NO. 1605

Resolution of the Board of Supervisors of the County of Humboldt, State of
California, opposing higher taxes affecting trucks in connection with Federal
highway program, and requesting more aid to county highway and bridge
program.
Whereas Congress is now considering additional financing for the Federal high-

way program; and
Whereas the program as recommended by President Kennedy would have

crated a number of tax increases which would have affected the trucking ndtis-
try adversely; and

Whereas the economy of the county of Humboldt is heavily dependent' OI6)
the trucking industry, both in connection with the lumber industry and as A
means of transporting all types of products to and from the relatively reni6te
areas of northwestern California in which the county of Humboldt is Iocited;

.and
Whereas the Committee on Ways and Means of the House of Representatives

has altered most of the proposed tax provisions downward; and
Whereas it is proposed, however, that the tax of 4 cents per gallon on gaolfine

and dlegel fuel remain unchanged; and
Whereas this board of supervisors desires that the taxes which arebe.6ig

.considered remain no higher than has been recommended by said ,ommfttte
on Ways and Means and be made lower if possible, all to the benefit of 'the
economy of the county. of Humboldt which as aforesaid is so closely 'tied fn '*Ith
the trucking industry; and A

Whereas in round figures the annual budget of the county of Humnboldfffor
county roads axqd bridges amounts to the sum of $2,250,000; and .

Wheie'as the portion of said annual budget defrayed with Federal funds is
less thah 12 percent, with $1" million per year being supplied by the county
itself; and . ' .
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Whereas he figures showing the source of county road and bridge funds are
as follows:
From the State of California -------------- --------------- $1,0o0,000

Prom the Federal Government:
Federal aid to secondary road program --------------------- 200,000
Forest Service --------------------------------------- 50,000

Total ------------------------------------------- 250000

Supplied by the county ---------------------------------- 1,0009000

Total ------------------------------------ 2, 250, 000

Whereas the county of Humboldt is one of the few counties in the State of
California which levies a county road tax of 40 cents per $100 assessed valuation,
the maximum which is allowed by State law; and

Whereas in addition to said road tax, the county of Humboldt at the present
time levies a bridge tax of 51 cents per $100 assessed valuation; and

Whereas the county of Humboldt still has many deficiencies in its county high-
ways and bridges, and such deficiencies together with heavy maintenance costs
are caused by the topography and climate of said county, coupled with the needs
of ranchers and the lumber industry to have access to the remote areas of said
county; and

Whereas if the tax on gasoline and diesel fuel is continued at the rate of
4 cents per gallon it would be extremely helpful to the county of Humboldt if
the extra 1 cent per gallon which Is allowed to remain as a tax, or at least a
portion thereof, were available for county highway and bridge purposes In order
to relieve the property tax burden in the county of Humboldt and finance the
correction of existing county highway and bridge deficiencies; and

Whereas there is no Federal interstate highway in the county of Humboldt and
most of the trucks based In said county never use a Federal Interstate highway;
now, therefore, be it

Resolved by the Board of Supervisors of the County of Ilumbuldt, That said
board of supervisors respectfully requests the Congress of the Enited Rtntes to
consider the effect of hiider taxes involving the trucking tinutry 11pon the
economy of the county of Humboldt and to make every frnrt to ?,mp .iu.h taxes
at as low a level as possible; be It further

Resolved,. That the Congress of the Itnited States be and it i hereby respected
fully requested to give serious consideration and study to the possibility 6f
making a portion of the tax on iasoline and diesel fuel available to local agen-
cies such as the county of Humboldt for use in their highway programs; be it
further

Resolved, That tue county clerk be and he is hereby requested to send a
qriified copy o. this resolution to each of the following: The Honorable Ciem
Miller, Repi sentive In, congress from th* First District of California: the
Honorable Clpir 1n.e, U, .Senator: tie Honorable Thomas H. Kuchel. T.,R.
Senator; the Honorable Wilifarn b. Mills, chairman of the (Nmmittee on Ways
apd;MIgn of the House of Representatives; and the Coiritftee of Public Worts
of the Houseof Representatves.

Paisedt alprove d and adopted, this 10fh day 6f May I0I, 6n the following

Ayes: §iirwervlsors: UAndeyo lItrmiles, t#etterseni, merr'ffian.
Npes ; Supevisors: No)ie.
Absent: Supervisors: Robertson.

Ohikalrai of th~e Boar,? of Supervisors o0 the County ol' #umtbolt, at ate
of dahfol si.

Attest:
[sEAL1 FRXD 3. Moo, Jr.,

County Olerk and E offlio Clerk of the Board of Slpervisors of the
County of Humboldt, State of CalfforniM.

By W. E. SCHUSSMAw, Deputy Clerk.

STATE OF CALFORNIA,
county of Humboldt, at.

I, Fred J. Moore, Jr., County Clerk of the County of Humboldt, State of Call-
ftrnia, and ex officio Clerk of the Board of Supervisors of said Humbolt County,
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do hereby certify that the foregoing is a full, true and correct copy of the'
original resolution in the above entitled matter as made by said Board 'of
Supervisors, at a meeting held in Eureka, Calif., on May 16, 19061, and as the
same now appears of record in my office.

In witness whereof, I have hereunto set my hand and affixed the seal of said
Board of Supervisors this 18th day of May, 1961.

FamDJ. Mooww, Jr.,
County Oler* and ex offlolo Clerk of the Board of Supervtsors of to

Cout ty of Humboldt, State of Oqflfornia.
By W. E. ScnussitAN, DiputV Okrk.

AUTOMOBILE MANUFAOTUREIBs Ass0OUTION, INO.,

Hon. HAnRy F. BYRD, Detroit, Mich., June 7, 1961.

Chairman, Oommittee on Finance,
U.S. Senate, Washington, D.C.

Dm CHARMAN BYRD: We respectfully request that this letter, prqenting the
views of the motor vehicle manufacturing industry, be made a part of the record
of committee hearings on H.R. 6718, the proposed Federal-Aid Highway -Att of
1961.

The Automobile Manufacturers Association has had a continuing interest iu
the Pederal-aid road program since its inception. During the past 2 years in
partieular, extensive research on the role of transportation In urban growth has
been commissioned .y the AMA. Two nationally recognized transportatt(z4 te-
search gro1ps-.--Wlur Smth and Associates, of New Haven, Conn., and the
Northwesr Uiniveryity Transporttor Cne-have tnvestlptedl many ap-
pect of thxs q t U. We believe that their studies embodying their researcre
and conclusions represent a genuine contribution to the understanding 9t ninny
important problems relating to urban growth.

In addition, AMA, through its Highway Economics Committee, ha gveA
careful consideration and extensive study to the question of highway finauping.
Attached Is q summary of AMA's work on highway financlgg, with specl re -'-

ence to recommended tax principles. We believe that these 'tx principles pry-
vide a pouqd foundation for future highway financlg on a pay-as-you-go bass.

AMA'Is in complete agreement with the basic obJetive of H.R. 6713 to res ore
the long-term road construction program to a schedule that Will assure itQ con-
pletion - by 1972.

AMA also strongly endorses the rete.tion in the general Federal Treasury of'
all existing revenues from passenger car excise taxes which would result from.
enactment of the proposed highway legislation. These excise taxes, imposed
by Congress as temporary emergency revenue sources, are discriminatory and
should be reduced or repealed as soon as the revenue needs of the General Treas-
ury are met.

In a statement our association submitted on March 14, 1961, to the House
Ways and Means Committee, we made certain recommendations as to a desirable
level of general-fund contributions for highways, and with respect to delaying
decisions on commercial vehicle taxes until the total state ant Federal highway
tax obligations of these vehicles could be reviewed. We contue to hold thes
views.

- Wlle we have reservations concerning these aspects of H.R. 6713, we beilvo,
nevertheless, that the scheduled completion of the Interstate Highway System i
of overriding importance and that HR. 6713 Is broadly in harmony with accepted
principles of tax equity.

Sincerely yours,
H& T &4. WxrAU.&j

#I~gng Direcfpr.,

ST'AT~kEET OP f'BANk r, oiTER ViWM~ENT or TZI EIAi *Ur~I~r~
, ITUTE

My iiame is Wrank M. Porter, ad ;thii statement is presented on behalf of'
the' Ame'iian Petroleum Instltute of whih I hm" president :.

Speaking for the industry which the institute represents, I kespectfuly it*6'
that the fourth cent added to the Federal gasoline tax, imposed on a temporary
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emergency basis in 1959, be permitted to expire on the date scheduled by that
legislation-June 30,1961.

-,.The simple fact is that the taxation of gasoline is being carried to such
extremes that principles of fiscal responsibility and of equity in distributing the
burdens of government virtually command a change In the attitude toward
this product.

For commonsense business reasons, as well as from concern for the Nation's
economic well-being, the petroleum industry supports progressive highway de-
velopment. We do so now and have consistently done so over the years, being
in the very forefront of the advocates of sound highway policies. We have
further supported the principle of gasoline taxation as one of the fairest and
most practical ways of meeting a substantial portion of highway development
costs.

However, it must be recognized that there are limits to the weight of taxa-
tion any product can carry. We bellve the facts show that gasoline taxation
is now at or very close to these limits. In this connection, a few statistics
are most revealing.

The national highway program has been widely acclaimed as the most stu-
pendous and the costliest public works program in human history. In a de-
phrture from all past public works programs of this country or *any other
that I know of, the entire cost of this massive undertaking has been loaded
upon one group of citizens-the motor vehicle owners. This is true despite
the fact that we are discussing what is universally acknowledged to be a gen-
eral benefit program, and that the key network being improved is legally desig-.
nated as the National System of Interstate and Defense Highways.

Time and again we have been told of the importance of this program to
the general economy, to business, to industry and to national and civil defense..
In his highway message to the Congress in February, President Kennedy made
19 specific references to the broad and significant contributions made by this
program to the advantage of the general public-and not Just for the convenience.
o)f those who operate motor vehicles.

Now when we come to the question of financing this program, some 80 percent
of the cost of the Federal share has been imposed not only on one class of citizens
but on one product used by these citizens-gasoline.

°This is an economic distortion by any standard. It is only magnified by the
fact that the 50 State governments also tax gasoline and depend to a major extent
upon this revenue source for the matching funds to participate in this program
and to finance their other highway activities.Today the combined State and Federal taxes on gasoline exceed 10 cents per
gallon for the Nation as a whole. This levy is now approximately equivalent
to a sales tax of 50 percent of the national average retail price of regular grade
gMsoline.

In the light of these facts, the petroleum Industry's concern about the trend
of gasoline taxation should be entirely understandable. While we are aware
of the many remarkable qualities of this product, we do not believe it is exempt
from the economic law of diminishing returns.

Since the start of 1951 the Federal tax on gasoline has been increased three
tines: In 1051 the rate was raised to 2 cents for the Korean conflict; in 1956
the Federal gasoline tax was identified with the Federal highway program for
the first time in its history and the rate was Increased to 3 cents per gallon; In
1959 the rate was boosted to 4 cents, with the understanding that it would revert
back to 8 cents on June 30 of this year..

The Nation's motor vehicle owners were assured that, starting with fiscal
10., not only would their Federal gasoline tax rate revert to 8 cents per gallon, "

Vt the national highway program would be financed on a more equitable basis.
According to the terms of the 1959 legislation, starting on- July 1, 1961, a portion
of the taxes on new automobiles and on new automotive parts and accessories-
now going ft6 "the genei-al fund of the U.S. Treasury-would be allocated to the
uuppditt of the road program.

Those who maintain that the entire cost of the national highway program
should be borne by the.Nation's highway users are fond of saying: It is only
right that those who use the highways should pay for them.

We do not entirely agree with that We contend that the cost of the program
slipuld be allocated in proportion to the benefits derived from it, and that the
financing of this program should take into account the many beneficiaries other.
t4.an.highway.users.
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However, even if the argument that highway users should carry the full load
is accepted, even if we all agree, for argument's sake, that those who use the high-
ways should pay every cent of the cost, then the method of financing this pro-
gram followed to date, and the method prescribed by H.R. 6713, as it passed the
House on May 4, is fundamentally inequitable.

It is Inequitable for the simple reason that highway users tire being required
to pay-in special taxes on their vehicles and fuel-much more than the cost
of this program. An arbitrary and illogical distinction is being made, a distinc-
tion by which some highway user taxes are allocated to the highway program and
others of exactly the same classification are being diverted from that program
to the support of general, nonhighway functions of the Federal Government.

In effect this is to say: Those who use the highways should pay for them,
but they will not be given full credit for the highway taxes they pay.

I submit that this is an illogical procedure and one that justly merits the pro-
tests of the Nation's car, truck and bus owners and operators.

The figures on this subject, figures compiled by the U.S. Bureau of Public
Roads and the Internal Revenue Service, are most revealing. In the first 4
years of the national highway program-fiscal 1957 through fiscal 1960-the
Nation's motor vehicle owners paid more than $14 billion in special Federal
taxes on their motor fuel, new vehicles, tires, tubes and tread rubber, lubricating
oil, parts and accessories and use of heavy vehicles. Of this $14 billion, some
$8 billion was allocated to the Federal highway trust fund for use in financing
the national highway program.

What happened to the balance, over $6 billion, or 43 percent of the total? It
went to the general fund to support all manner of Federal functions and activi-
ties other than this national highway program for which, we are so often told,
the highway users should reasonably be expected to pay.

This injustice is, to my mind, only highlighted by the fact that Federal high-
way aid law-the law as applied to the States-pronounces it "unfair and un-
just to tax motor-vehicle transportation unless the proceeds of such taxation
are applied to the construction, improvement, or maintenance of highways * * * ."

This Federal law even provides that States found guilty of violating this
principle in their highway financing can be penalized by way of reductions in
their Federal highway grants-in-aid. But when the Federal Government engages
in the very same practice which it condemns at the State level-then it is the
motorist who suffers the penalty.

His penalty would actually be increased by the legislation enacted by the
House, legislation which would increase Federal highway user taxes so the
National Government would continue the practice of diverting from the highway
program year after year substantially more than $1 billion of the special tax
revenue it collects from motor vehicle owners.

The petroleum industry would be doing a disservice to its customers if it
failed to protest the legislation enacted by the House and all other proposals
to continue the fourth cent of the Federal gasoline tax past its scheduled
expiration date. We would be doing a disservice to our customers if we failed
to protest emphatically against perpetuation of the practice of diverting each
year-at the Federal level-huge amounts of highway user tax collections, while
at the same time making motor vehicle owners solely responsible for the entire
support of the national highway program.

The legislation enacted in 1959 provided that, effective July 1 of this year,
a significant step would be taken toward establishing the principles of equity
in financing the national highway program. We believe that steps should be
taken. We believe that failure to take it could place in jeopardy future Federal
and State revenues from gasoline taxation by further discouraging consumption
of this product.

We submit that the law enacted in 1959 contained a sound provision for
highway progress by setting forth a financing plan under which funds available
for the coming 1962 fiscal year would exceed by about a quarter of a billion
dollars the amount now coming in from the temporary fourth cent of the
Federal gasoline tax.

With all these considerations in mind, and with the conviction that highway
users are as much entitled to fair treatment from their Government as any other
group of citizens, we urge that the financing provisions of the 1959 law be
permitted to stand.

Thank you.
(Whereupon, at 4:05 p.m., the hearing was adjourned.)
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INT UCTORY STATEMENT
HR. 6713, which, is favo reported by t itte., contains

in -title I certain necessary pro e continuation,.of the
Federal-aid highway program. Title, II of, H.R. 6713 contains the
recommendations of the Committee on Ways and Means'* to the
Committee onPublic Works. to provide necessary tax revenues to
finance the highway program.

-The Comnmttee on Public .Works, held public hearings on H.R.
5200, which is superseded -by title I of the -reported bill, on March 21
and 23, 1961, and carefully considered .the legislation in- executive
sessions.

The Committee on Ways and Means recommended mMierial to the
Committee on Public Works for inclusion in this legislation as title II
which ,would amend the Internal Revenue Code of 1954 and the
Highway Revenue Acts of 1956 and 1959 to provide additional
revenue to, make the, program, selffinancing.

The provisions of these two tides have be6en incorporated in H.R.
6713, after having been approved by the respective committees having
jurisdiction over the subjectmatter in oder to permit the simultaneous
and orderly consideration of the highway program by Congress. .
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TITLE L THE NATIONAL SYSTEM OF INTERSTATE AND
DEFENSE HIGHWAYS

A. GENERAL STATEMENT

The Federal-Aid Highway Act of 1956 enacted into law the largest
peacetime public works program in the history of the world. It was
the culmination of many years of Federal interest and support in the
development of an interstate network of highways in the Nation.

The committee has followed carefully the development of our
Nation's highway program since the enactment of the 1916 act and is
more convinced than ever that it is essential that the system be com-
pleted on the 1972 target date designated in the 1956 act. There
are many reasons for such a decision. Changing patterns of living
and working and the dynamic urbanization that are in evidence
today are predicated to a very large extent on the comprehensiveness,
flexibility, and convenience o highway transportation. An expanding
economy is tied to highway development commensurate with needs.
With one-seventh of our gross national product coming from highways
and related industries and with our economy and way of life so closely
oriented around the motor vehicle, adequate and, safe highways are
essential.

The committee was advised that the Interstate System, when com-
pleted, will annually save at least 4 000 lives reduce personal injuries
by 150,000 and cut economic losses by $2.1 billion.

Highways are vital links of our production lines in the current
pattern of plant location and dispersal.

The Interstate System is being designed and constructed for a
time when there will be at least 50 percent more motor vehicles in
operation than now and the program is planned so that the construc-
tion will be completed and the system be connected up simultaneously
in all the States when this added traffic load will be making its effect
felt.

This continuingincrease in traffic is much more noticeable now than
it was in 1956. The committee believes that to delay the completion
of the Interstate System past the designated period would be to lose
the fight against mounting traffic needs. Deaths, damage, and delay
on our principal highways continue to increase. Any delay in the
completion of the system means a continuation of the extra cost in
lives and money which are the price we pay for driving on inade-
quate highways.

The highway system is one of the principal foundation stones for
the economic growth of the country, including the enlargement of
our industrial pace, the development of our. natural resources, and
the revitalization of our cities.

A final and most compelling reason for the completion of this'system
on schedule is that it may serve as intended in the 1956 act as an
element of our national defense. The concept of mobility has been
given increased emphasis by our defense planners. More and more
the Nation is basing its defense preparations on the premise that we
must be able to move our defensive and retaliatory weapons, our
military supplies, and our manpower with speed and precision.

Our highway network will play an important'part in the implement-
ing of this concept of mobility. j I
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H.R. 6713 will provide the final authorization for the completion
of the Interstate System on schedule. The committee believes this
bill is essential legislation and recommends its enactment at the
earliest possible date.

B. PURPOSE OF THE BILL

The purpose of H.R. 6713 is to provide for the completion of the
Interstate System on schedule as originally planned by the Congress
by establishing a firm program of authorizations based on the new
cost estimate submitted to the Congress earlier this year. (H. Doe.
49, 87th Cong.)

Title of the bill does the following:
(a) Gives the bill the short title of the "Federal-Aid Highway

Act of 1961";
(b) Gives congressional approval to the eslmate of cost of

completing the Interstate System pursuant to recommendations.
submitted to Congress by the Secretary of Commerce on January
11, 1061, under section 104(b)(5) of title 23, United States Code,
and published as House Document No. 49, 87th Congress, 1st
session. This will be the basis for the apportionment of funds
authorized for the' Interstate System for the fiscal years ending
June 30, 1963, 1964, 1965, and 1966;

(c) Revises the authorizations for appropriations for the Inter-
stateSystem by increasing the overall figure by $11.56 billion;

ends section 111, title 23, United States Code, to allow
the use of airspace above and below the established gradelines of
an interstate highway for purposes that would not impair or
endanger the highway facility or interfere in any way with the
free flow of traffic on the highway.

C. PRESENT STATUS OF THE INTERSTATE SYSTEM

Testimony received by the committee from representatives of the
Bureau of Public Roads indicates that the highway program is on
schedule in relation to the revenues now available in the highway
trust fund. Revenues accruing to the fund since July 1, 1956, have
totaled $10.061 billion, and expenditures have totaled $9.916 billion.
On March 1, 1961, the balance in the highway trust fund was $145
million.
More than 10,440 miles of the Interstate System are now open to

traffic. This total includes 5,135 miles adequate for 1975 traffic,
3,041 miles adequate for today's traffic, but requiring further im-
provement before 19, 1, and 2,264 miles of toll roads incorporated in
the system as authorized by the Federal Aid Highway Act of 1956.

Interstate projects totaling $4.7 billion, of which $4 billion are
Federal funds have been completed since July 1, 1956. The com-
peted projects include construction contracts at a total cost of $3.7
Lion, of which $3.2 billion are Federal funds, and engineering and

right-of-way acquisition totaling $1 billion, of which $0.8 billion are
Federal funds.
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Interstate projects underway or authorized on December 31, 1960,
total $5.2 billion, of which $4.5 billion were Federal funds. The
work underway includes construction contracts totaling $3.2 billion,
of which $2.9 billion were Federal funds, and engineering and right-
of-way acquisition totaling $2 billion, of which $1.6 billion were
Federal funds.

The committee is aware that this is a sizable program but it does
not permit the rate of advancement necessary to complete the Inter-
state System by 1972. For this reason, the committee has recom-
mended increased interstate authorizations in this bill totaling $11.56
billion which are needed to complete the Interstate System on schedule.

Under this proposed program, the interstate apportionments will
total $37 billion. An interstate apportionment of $2.4 billion for the
fiscal year 1963 would be made this summer and the apportionments
for the succeeding fiscal years would gradually increase to a maximum
of $3 billion for each of the fiscal years 1968 1969, and 1970, with a
balancing apportionment of $2 885 billion for the fiscal year 1971.
Amounts in the highway trust fund will be available to meet obliga-
tions resulting from these apportionments until the latter part of the
calendar year 1972. Followng is a map showing the status of im-
provement of the Interstate System as of December 31, 1960.
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D. APPROVAL OF COST OF COMPLETING THE INTERSTATE
SYSTEM

Section 102 of the bill gives approval to the estimate of cost of com-
pleting the Interstate System, transmitted to the Congress on January
11, 1961, in compliance with section 104(b)(5) of title 23, United States
Code, and published as House Document No. 49, 87th Congress, 1st
session, as the basis for apportionng to the States the funds author-
ized for the Interstate System for fiscal years 1963, 1964, 1965, and
1966.

Apportionments of Federal-aid funds for the construction of the
Federal-aid primary and secondary systems and extensions of those
systems within urban areas (the so-called A-B--C funds) are made
pursuant to a formula based upon factors of area, population, and
post road mileage of each State. Apportionments of Federal funds
authorized for the Interstate System, however, are based upon the
estimated cost of completing the Interstate System, with the objective
of bringing the Interstate System to simultaneous completion in all of
the States. Successive estimates of cost of completing.the Interstate
System are prepared by the Secretary of Commerce in cooperation
with the State highway departments and submitted to the Con ess
pursuant to the provisions of section 108(d) of the Federal-Aid High-
way Act of 1956 (now codified as 23 U.S.C. 104(b)(5)). Under the
law, these estimates are used as the basis for Apportioning Interstate
funds when they are approved by the Congress. Revised estimates
of cost must also be submitted to Congress in 1966, 1967, and 1968.
. Pursuant to the law, the first estimate of the cost of completing
the Interstate System was submitted to the Congress on January
7, 1958. This estimate was approved by the Congress, and was used

.as the basis for apportioning interstate funds for fiscal years 1960,

.1961, and 1962. The second estimate of cost was submitted to the
Congress pursuant to the law on January 11, 1961.

Interstate funds authorized for fiscal year 1962 have been appor-
tioned to the States.' Funds authorized for fiscal year 1963 should be
apportioned during the summer of this year, but this cannot be done
until the cost estimate is approved by the Congress for uie as the basis
for making apportionments. The committee believes that the latest
estimate of the cost of completing the Interstate System should be
approved by the Congress for this purpose.

Preparation of the 1958 estimate by the States for submission to
the Bureau of Public Roads took 1 full year of time, and required
a total of more than 1.1 million man-hours of work by the State
'highway departments. The States expressed the opinion that they
had reached the point of stability in estimating the cost of the desig-
nated Interstate System.

The 1961 interstate cost estimate, which this bill approves, re-
quired the use of 1.69 million man-hours over 6 months of time by
the various State highway departments, and cost them approximately
$6.7 million. The committee notes that this estimate is in con-
formity with the estimate submitted to the Congress and approved in
1958. It is apparent that the figure of $41 billion submitted for
interstate costs is a fairly stable one and, barring unforeseen difficulties,
this, in all probability, may well be the final cost of completing
the system.

6888"1-2
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House Document No. 49 which contains the 1961 Interstate
System cost estimate, includes two tables showing apportionment
factors which would result from approval of the cost estimate.
Table 5 shows the apportionment factor for each State under existing
circumstances. Table 5-A shows the slightly different apportionment
factors for each State which would result if the Federal funds expended
upon the sections of Interstate Route 95 from Farnhurst, Del., to the
Whitemarsh Interchange in Baltimore County, Md., were repaid and
the highway converted to a toll facility, as is authorized by section 6
of the Federal Highway Act of 1960.

Considerable uncertainty exists as to whether and when this high-
way will be converted to a toll road. The committee believes that
the apportionment factors derived from a particular cost estimate
should remain constant. Furthermore, the committee considers it
necessary that there be no uncertainty as to exactly what the appor-
tionment factors will be for a particular year.

Accordingly, the committee recommends approval of the 1961
Interstate System cost estimate for use as the basis for apportioning
interstate funds for fiscal years 1963, 1964, 1965, and 1966, with the
understanding that the apportionment factors shown on table 5 in
House Document No. 49, 87th Congress, 1st session, will be used for
apportioning the funds to the States for each of those fiscal years.

E. ESTIMATED COST OF COMPLETING THE INTERSTATE
SYSTEM

The committee believes that a careful explanation should be in-
cluded in this report as to the reasons for the difference between the
original cost estimate of 1955 on which the Federal-Aid Highway Act
of 1956 was based and the present estimate approved by this bill.
Following are tables showing the relationship between the 1955, 1958,
and 1961 Interstate System cost estimates.

Table showing the 1955 estimate of cost, amounts by which the 1965 estimate was
insufficient to cover the conditions estimated in 1957, the resultant 1958 estimate;
and additional amounts to complete a 40,000-mile Interstate System

[In billions

Estimated costs

Item Total
Federal State
share share

195 estimate .................................................. $27.6 $25.0 $2.6

5 percent Increase due traffic .................................. 1.3 1.2 . 1
15 percent increase due local needs --------------------------- 3.8 3.4 .4
3 percent increase due utilities and miscellaneous ............... 8 .7 .1
12 percent Increase due price increase .......................... 4.1 3.6 .5

Subtotal ................................................ 10.0 8.9 1.1

1958 estimate (subtotal) -------------------------------------- 37.6 33.9 8.7
Increase due 1452 miles added routes ........................ 1.6 1.5 .1
Carryover and contingency ................................... 7 .6 .1

Total to complete a 40,000-mile system ................. 39.9 36.0 3.9
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In the tabulation above there are presented data relating to the
factors involved in the $10 billion increase in cost between the 1955
and the 1958 estimate-the effect of additional local service, the effect
of change in price index, etc.

In the above tabulation the cost of the additional 1,000 miles of
System authorized by the 1956 Highway Act was not included. When
these costs were added, the 1958 estimate for a 41,000-mile system
became $41 billion, of which the Federal share was $37 billion.

In 1960 a new estimate of the cost of completing the Interstate
System was made in compliance with section 104(b)5, title 23, United
States Code, and submitted to the Congress in January 1961 as "The
1961 Interstate System Cost Estimate, House Document No. 49, 87th
Congress, 1st session." This estimate again shows a total system
cost of $41 billion. There is included in this estimate provision for
the costa of State highway planning and research and for the costs
of Bureau of Public Roads administration and research, both of which
had been omitted from earlier estimates. The inclusion of these
items within the $41 billion total of the previous estimate was made
possible by an indicated reduction of $1 billion in the estimate of
construction costs for the system.

The 1958 and 1961 estimates of cost for completion of the Interstate
System are both higher than the original 1955 estimate. The 1955
estimate was of necessity a preliminary estimate because of the
limited time available for its preparation. ..Also, as explained above,
the 1955 estimate is not comparable to the 1958 and 1961 estimates in
several respects. The following summary relates the original 1955
estimate to the 1958 and 1961 estimates:

Relationship of 1955, 1958i and 1961 Interstate Systen cost estimates
[In billions]

Estimated costsItem

Total Federalshare State share

1955 estimate ------------------------------------------------ $27.6 $25.0 $2.6
6 percent increase due traffic .................................. 1.3 .2 . 1
16 percent increase due local needs ............................ 3.8 3.4 .4
a percent increase due utilities and miscellaneous ------------- -. 8 .7 1
12 percent increase duo price Increase ......................... 4.1 3.6

Subtotal, 1958 estimate ................................. 87.6 33.9 8.7
Increase due 1,452 miles added routes ......................... 1.6 1.8 .1
Carryover and contingency ----------------------------------. 7 .6 1

Total to complete a 40,000-mile system, based on 1958
estimate --------------------------------------------- 39.9 38.0 3.9

Additional 1,000 miles ........................................ 1.1 1.0 .1

Total to complete a 41,000-mile system, based on 1958
estimate --------------------------------------------- 41.0 87.0 4.0

Reduction In 1901 construction cost estimate -_-------------- -1.0 -. 9 -. 1
State highway planning and research -------------------- -. 6 .5 1 1
Public roads administration and research ...................... 4 *4 0

Total, 1961 estimate ..................................... 41.0 37.0 40

There are six basic reasons why the later estimates of the cost of
completing the Interstate System differ from the 1955 estimate by
some $13.4 billion. Those reasons are as follows:

1. The 1955 estimate (actually made in 1954) was prepared in
accordance with the mandate of the Congress set forth in section 13
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of the Federal-Aid Highway Act of 1954. The Secretary of Commerce
was directed to submit to the Congress an estimate of the costs of
completing each of the several systems of highways in the States,
both Federal aid and non-Federal aid. Only a limited time was
:available for completion of these estimates, and much of this time
was necessarily consumed in preparing uniform guidelines and instruc-
"tions to be followed by the States, and in tabulating the results and
preparing the final report to the Congress. As a result, the States
were forced to complete their individual estimates in approximately
6 weeks' time and had no opportunity to make desirable field study
and reconnaissance on the various routes. Attempting the completion
of a project of such magnitude in such a limited time precluded as
accurate and reliable results as were obtained in the 1958 and 1961
estimates.

2. The actual miles included in the 1955 estimate made by the
State highway departments totaled about 36,250 with a cost of $23.2
billion. Another 2,300 miles reserved in 1947 for future additions at
urban areas was not designated at the time and therefore was not
estimated by the States. An allowance however was added to the
State-prepared estimates to cover this mileage, the amount added
being $4.4 billion. Thus, the 1955 estimate actually covered about
38,500 miles and aggregated $27.6 billion. .When the 1958 estimate
was made pursuant to direction of the Congress, the figure of $41
billion included both State and Federal funds, and covered not only
the 38,500 miles referred to above but also the remaining 2,500 miles
to total up to the 41,000 miles authorized for the Interstate System.
There was therefore a substantial difference in the miles being esti-
mated in the 1955 and 1958 figures.

3. The Congress in the 1956 act directed that local needs be given
equal consideration with those of interstate commerce. This re-
suilted in having to assign to the Interstate System some of the traffic
load previously contemplated to be handled on other highway sys-
tems; such, for example as the Federal-aid primary and secondary and
their urban extensions. It has been estimated that this transfer of
traffic load from the other systems and the physical construction
needed to accommodate it amounted to an approximate 15-percent
expansion of the previously contemplated facilities; such, for example
as more interchanges for connection to local roads and streets, addi-
tional frontage road construction, increases to four lanes where two
would previously have accommodated the traffic load, and other
similar revisions.

4. Additionally, a larger total volume of traffic had to be estimated.
The 1955 estimate wasbased on traffic for the year 1974 whereas the
1956 act required the estimate of 1958 to be based on adequacy for
the year 1975. With an assumed continually expanding economy

population, and traffic volume the use of a later year or longer period
for the assumed traffic volume to be estimated for, resulted in an
overall increase in capacity to be built such as a ]larger number of
lanes for example. It was estimated that the additional facility to
be built represented an expansion of about 5 percent from this cause.

5. Some incidentals were just not provided for in the 1955 estimate,
either because of having been overlooked or because of some change
in concepts or State statutes in sbme instances, and this necessitated
an increase in the later estimates. These miscellaneous items have
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been estimated to amount to about 3 percent of the total estimated
cost and to involve such things as signing, lighting at complex, heavy
traffic interchanges, utility adjustments andthe like.

6. The so-called 1955 estimate actually was made in the summer of
1954. The price index used in calculating the cost of construction
work was that found to be in effect at the midpoint of calendar 1954.
The price index had been falling for the previous 2% years, probably
due to the increased competition among contractors for highway work
resulting from restrictions placed on general construction projects
as a result of the Korean emergency. The mid-1954 price index
climbed later on to a level approximately what it had been before
it began declining to its 1954 low point. The difference between the
indexes used for the 1955 and 1958 estimates was 12 percent.

The combination of all these factors has served to increase the cost
estimate between 1955 and 1958 and 1961. However it should be
noted that the 1958 and 1961 estimates are in remarkably close agree-
ment. Also the experience from actual construction contracts
awarded to date substantiates the estimated constructionn costs re-
ported in both 1958 and 1961 to the Congress.

It is therefore believed that the p resent 1961 estimate is a reliable
one for the purposes of this report by the committee.

F. REVISION OF AUTHORIZATIONS FOR INTERSTATE
SYSTEM

Section 103 of the bill authorizes the appropriation of additional
amounts totaling $11.56 billion in order to complete the Interstate
System by 1972, as was contemplated by the Congress when it enacted
the Federal-Aid Highway Act of 1956.

Existing law has authorized the appropriation of a total of $25.440
billion for payment of the Federal share of the cost of completing the
Interstate System. The 1961 Interstate System cost estimate indi-
cates that the total cost of completing the system will be $41 billion,
of which $37 billion is the estimated Federal share. Section 103 of
the bill would increase the total amount authorized to be appropriated
for the Interstate System from $25.440 billion to $37 billion.

The language of section 103 contains references to "additional
amounts" for fiscal years 1957 through 1962, as well as subsequent
fiscal years. However, the section does not increase the amounts now
authorized under existing legislation for fiscal years 1957 through 1962.
The reason for the references to these fiscal years is that section 103
of the bill amends the present language of section 108(b) of the Federal-
Aid Highwaj Act of 1956,- as amended by the Federal-Aid Highway
Act of 1958, which authorized the appropriation of funds for those
fiscal years as well as subsequent fiscal years. Under this procedure,
all of the amounts authorized for the Interstate System by the 1956
act and subsequent acts can be found in one section. It is not con-
sidered desirable to delete the provisions relative to the earlier fiscal
years, even though such funds have been apportioned to the States,
since there are still outstanding obligations against such funds.

The actual effect of section 103 on the amounts now authorized for
each of the fiscal years mentioned is as follows: fiscal years 1957
through 1960, no change; fiscal year 1961 reduced by $200 million
to reflect the amount actually apportioned; fiscal year 1962, no change;
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fiscal years 1963 through 1969, authorizations increased by varying
amounts; fiscal years 1970 and 1971 are new authorizations. Follow-
ing is a table showing a comparison of the amounts authorized under
existing law and under section 103, for each of the fiscal years involved.

Comparison of interstate authorizations under present law and IH.R. 6713
[Millions of dollars)

Fiscal year Present Addi. H.R. 6713 Fiscal year Present Addi- H.R. 6713
law tonal law tonal

Balance ............ 315 .......... 815 M ................ 2,200 800 2,700
1957 ................ 1,000 .......... 1,000 19 -................ 2200 600 2,800
1958 ................ 1,700 .......... 1,700 1967 ................ 2200 700 2,900
1959 ................ 2,200 .......... 2200 1068 ................ 1,500 1,800 3.000
1960 ................ 2.6 0 ........ -2, 500 19 ................ 1,025 1,975 3,000
1961 ................ 2000 -200 I 1.800 1970 .......................... 3,000 3,000
1962 ................ 2,200 .......... 2,200 io .......................... 2885 2,885
1963 ............. -2,200 200 2400
1964 ........... . 2,"200 400 2,600 Total ........ 25,440 11,8o 37,000

I Under the provisions of see. 209(g) of the 1956 act, only $1,800,000,000 was apportioned of the $2,000,000,000
authorized for the fiscal year 1961.

Under the provisions of section 209(g) of the Highway Revenue
Act of 1956 the full amounts authorized for the Interstate System
cannot be apportioned to the States unless it is estimated that the
amounts which will be available in the highway trust fund will be
sufficient to defray all expenditures resulting from interstate appor-
tionments as well as all other required expenditures. Following is a
table which shows the estimated amount of interstate apportionments
wbich could be made under the present law and under HT.R. 67J3.

Comparison of interstate apportionments under present law and H.R. 6718
[Milions of dollars)

Fiscal year Present Addi. U.R. 6713 Fiscal year Present Addi- II.R. 6713
law tonal law tional

Balance ............ 315 .......... 315 1965 ---------------- 1,50 1,200 2,700
1957 ............. 1,000 .......... 1,000 19066 ------------ 1,00 1,200 2,800
1958 .............. 1,700 .......... 1,700 19067' - - -.......... 1,700 1,200 2, 900
1959- .............. 2,200- -.......... 22 1908- -.. ....... 1,900 1,100 3,000
190 ................ 2, 600 .......... 2,600 1969 ............... 19 1,100 3,000
1961 --------------- 1,80 ----------- 1.800 1970 ........... 1,025 1,375 3,000
1962 ............---. : 2 200 .---------- 2,200 1971 --------------------- 2,885 2,885
193 --------------- 2,000 400 2,400
1964 ................ 1,500 i,100 2,00 Total ........ 25,440 11,600 37,00

The purpose of H.R. 6713 is to provide for completion of the Inter-
state System by 1972, the target date originally established by the
Congress. Enactment of the bill will make an appreciable difference
in the amounts to be apportioned to each State for the Interstate
System. Followitig is a table showing for fiscal years 1963 and 1964
the estimated amounts which would be apportioned to the States for
the Interstate System under existing law and the amounts which will
be apportioned under H.R. 6713,
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G. TABLES OF APPORTIONMENT
Comparison of approximate apportionments of interstate funds under present law

and under H.R. 013 for fiscal years 1963 and 1964

[In milnlons

Fiscal year 1983 Fiscal year 1964

State
Existing II.R. 6713 Difference Existing H.R. 6713 Difference

law ($2,400.0) ($400.0) law ($2,600.0) ($1,100.0)
($2,000.0) ($1,600.0)

Alabama ..................... $41.4 $49.6 $8.2 $31.0 $53.8 $22.8
Arlzoa ----------------------- 28.1 33.7 6.6 21.1 36.5 15.4
Arkansas ..................... 20.9 26.1 4.2 15.7 27.2 11.6
California ..................... 191.2 229.4 38. 2 143.4 248. 5 105.1
Colorado ..................... 26.5 31.8 . 3 19.9 34.5 146
Connecticut .................. 2& 2 33.9 6.7 21.2 36.7 16.5
Delaware ..................... 7.4 8.9 1.5 6.8 9.7 4.1
Florida ...................... 41.6 49.8 8. 3 31.1 53.9 22.8Georgia ....................... 36.8 44.2 7.4 27.6 47.9 20.3
Hawail ....................... 15.7 18.8 3.1 11.8 20.4 8.8
Idaho ......................... 9.4 11.3 1.9 7.0 12.2 5.2
Illinois ........................ 104.3 125.2 20.9 78.2 135.6 57.4
Indiana ....................... 49.5 59.4 9.9 37.1 64.4 27.3
Iowa .......................... 26.3 30.4 5.1 19.0 32.9 13.9
Kansas ....................... 15.5 18.6 3.1 11.6 20.1 8.
Kentucky .................... 40.8 48.9 8.1 30.6 53.0 22.4
Louisiana ..................... 57.8 69.3 11.5 43.3 75.1 31.8
Maine ........................ 9.4 11.3 1.9 7.1 12.3 5.2
Maryland -------------------- 36.6 44.o 7.4 27.5 47.6 201
Massachusetts ---------------- 42.8 51.4 8.6 32.1 55.7 23.8
Michigan ..................... 77.9 93.5 15.6 68.4 101.3 42.9
Minnesota .................... 51.7 62.1 10.4 38.8 67.2 28.4
Mississlpl .................... 24.3 29.1 4. 8 18.2 31.6 13.4
Missouri ---------------------- 6 1.1 61.4 10.3 38.4 66.5 28.1
Montana --------------------- 18.7 22.5 3.8 14.0 24.3 10.3
Nebraska --------------------- 11.7 14.0 2.3 8.8 16.2 6.4
Nevada ----------------------- 10.1 12.1 2.0 7.6 13.1 5.5
New Hampshire -------------- 9.0 10.8 1.8 6.7 11.7 50
New Jersey ------------------- 52.1 62.6 10.5 39.1 67.8 28.7
New Mexico ................. 20.0 23.9 3.9 15.0 25.9 10.9
New York -------------------- 94.7 113.7 19.0 71.1 123.2 52.1
North Carolina --------------- 16.4 19.6 3.2 12.3 21.3 9.0
North Dakota ---------------- 8.8 10.6 1.8 6.6 11.5 4.9
Ohio -------------------------- 136.5 163.8 27.3 102.3 177.4 75.1
Oklahoma .................... 24.1 28.9 4.8 18.0 31.3 13.3
Oregon ----------------------- 34.7 41.7 7.0 26.0 45.1 19.1
Pennsylvania ----------------- 89.4 107.3 17.9 87.1 116.3 49.2
Rhode Island ----------------- 7.4 8.8 1.4 6.5 9.6 4.1
South Carolina --------------- 17.3 20. 7 3.4 12.9 22.4 9.5
South Dakota ----------------- 13.1 15.8 2.7 9.8 17.1 7.3
Tennessee -------------------- 50.4 69.5 10.1 37.8 65.5 27.7
Texas ------------------------- 90.5 108.6 18.1 67.8 117.6 49.8
Utah ------------------------- 28. 9 34.7 5.8 21.7 37.6 15.9
Vermont ---------------------- 13.8 16.6 2.8 10.4 17.9 7.5
Virginia ---------------------- 6. 8 72.9 12.1 45.6 79.0 33.4
Washington ------------------ 41.7 50.0 &3 31.3 54.2 22.9
West Virginia ---------------- 30.1 30.1 6.0 22.6 39.1 18.5
Wisconsin ------------------- 17. 7 21.2 3.5 13.3 23.0 9.7
Wyoming -------------- ------ 19.2 23.0 3.8 14.4 24.9 10.6
District of Columbia-......... 28.8 34.5 6.7 21.6 37.4 15.8

H. USE OF RIGHTS-OF-WAY ON THE INTERSTATE SYSTEM

Section 104 of the bill would amend the last sentence of section
111 of title 23, United States Code, to broaden or expand the purposes
for which the airspace above and below the established gradeline of
projects on the Interstate System could be used by a State or political
subdivision thereof.
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Under existing law all agreements between the Secretary of Com-
merce and a State highway department for the construction of projects
on the Interstate System must contain a clause providing that the
State will not permit automobile service stations or other commercial
establishments for serving motor vehicle users to be constructed or
located on the rights-of-way of the Interstate System. The law does
authorize a State or political subdivision thereof to use the airspace
above and below the established grade line of the highway pavement
for the parking of motor vehicles.

Section 104 of the bill would allow a State or a political subdivision
to use the airspace above and below the highway not only for parking,
but for other purposes as well, provided that such use wiill not impair
the full use and safety of the highway or otherwise interfere in any
way with the free flow of traffic on the Interstate System. In addition,
the section would authorize a State or political subdivision thereof
to permit the use of such space by others. Thus, this space could be
utilized by private interests granted permission for such use by ap-
propriate authority subject to the conditions relating to safety of
the highways and the free flow of traffic. Use of the airspace above
and below an interstate highway by either a State or political sub-
division thereof or other persons would be subject to rules and regu-
lations prescribed and promulgated by the Secretary of Commerce
under section 315 of title 23, United States Code.

I. REIMBURSEMENT FOR STATE-CONSTRUCTED FREE AND
TOLL ROADS INCORPORATED INTO THE INTERSTATE
SYSTEM

The committee considered the question of reimbursing those States
for their free and toll roads which have been incorporated into the
Interstate System and which were constructed by the States without
the aid of the 1956 act interstate funds.

The approximate figure of total mileage involved covers some 10,593
miles of such State-constructed roads. Under a number of proposals
that have been considered by the committee in the past these States
would receive reimbursement for inclusion of their mileage in the
Interstate System either on a monetary plan or by allowing these
States additional mileage as a substitute for the mileage incorporated
into the Interstate System.

The committee first considered this question at the time the 1956
Federal Aid Highway Act was before the Congress. It has been con-
sidered on a number of occasions in the intervening years but the
pro osition to date has not been resolved.

The committee agreed that at the present time any definite resolu-
tion. of the question of State reimbursement by the Congress should
be deferred until a later date. However, the committee believes that
the entire question of reimbursement should be fully resolved by the
Congress at an appropriate time and it hopes that eventually an
equitable solution to this proposition of reimbursement will be reached.

12
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TITLE II. INTERNAL REVENUE CODE AND HIGHWAY TRUST
FUND AMENDMENTS

The Committee on Public Works has received the following letter
from the Committee on Ways and Means:

COMMITTEE ON WAYS AND MEANS,
HouSE OF REPRESENTATIVES,

Hon. CARLES A. BUCKLEY Washington, D.C., May 1, 1961.

Chairman, Committee on Publio Works,
U.S. House of Representatives.

MY DEAR MR. CHAIRMAN: In accordance with the agreement which
has'been worked out between the Committee on Ways and Means and
the Committee on Public Works, I am enclosing the material relative
to title II of H.R. 6713, for inclusion in the committee report which
your committee will make on that bill to the House of Representatives.

As you know, since the financing provisions of title II are within
the jurisdiction of the Committee on ays and Means, it was agreed
that our committee would make the policy decisions on these provi-
sions and draft language carrying out these decisions. This language
is embodied in title I of H.R. 6713. The attached material con-
stitutes the report of the Committee on Ways and Means on title II,
as well as the minority views with regard to this title.

With kind personal regards, I am,
Sincerely yours, WWIL URt D. MILS, CT~irman.

The explanation furnished to the Committee on Public Works by

the Committee on Ways and Means is set forth below.

A. SUMMARY
Title II contains the financing provisions for the Federal-aid high-

way program.
A cost study presented to Congress by the Bureau of Public Roads,

Department of Commerce, January 1, 1961, indicated that a total of
$37 billion is required to finance to completion the Federal share of
the National System of Interstate and Defense Highways now pro-
vided by law so as to complete construction in 1972. Present law
after making provision for the A-B-C (primary, secondary, and
urban) road program at an annual level of $925 million, provides
$27,758 million toward this objective. The additional revenuespro-
vided by title II make possible the full 'financing of the $37 billion
Federal share of the Interstate System as well as permitting a gradual
increase in the apportionments for the A-B-C program to a level of
$1 billion a year. This is accomplished by bringing into the trust
fund $9,825 million in revenues in addition to transferring back to the
general fund $2,492 million in revenues attributable to passenger car
and auto part taxes.

The changes from present law in revenue sources provided by
title II are as follows:

(1) The gasoline, special motor fuels, and diesel fuel taxes are
continued at the present rate of 4 cents a gallon. These, under
present law, are scheduled to revert, to 3 cents a gallon as of
July 1, 1961.

(2) The taxes on tires for highway-type vehicles and inner
68885-61-3
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tubes are increased to 10 cents a pound while the tax on tread
rubber is increased to 5 cents at pound. Presently, the rates of
these taxes are 8 cents, 9 cents, and 3 cents, respectively.
.(3) The tax on highway vehicles weighing over 26,000 pounds
is increased from $1.50 to $3 per 1,000 pounds.

(4) Five additional percentage points of the manufacturers'
tax on trucks buses, and trailers are dedicated to the highway
trust fund. This presently is a general fund revenue. The first
6 percentage points of this tax already is a highway trust fund
revenue source.

(5) The highway trust fund is continued for an additional
3 months beyond June 30, 1972, and all taxes now dedicated to
the fund are continued as highway trust fund revenues at the
proposed tax rate levels for tie additional 3 months.

(6) The provisions of present law, which would for the 3 fiscal
years 1962, 1963, and 1964 divert 5 percentage points of the
manufacturers' taxes on passenger cars, etc., and on automobile
p arts and accessories to the highway trust fund, are repealed.
Tius, these taxes in their entirety will remain general fund
revenues.

(7) Provision is made in the bill for paying the use tax on high
way motor vehicles weighing over 26,000 pounds on a quarter y
basis and for the exemption of gasoline from tax where it is sol(|
for nonfuel purposes in the manufacture of another article.

B. BACKGROUND OF THE HIGHWAY FINANCING
PROVISIONS

In 1956 Congress enacted a greatly expanded program of Federal
aid for interstate highways. At that time Congress decided that this
Interstate System, as well as the other Federal-aid highway programs
(the so-called A-B-C program), should be separately financed through
a special highway trust fund in order to maintain these programs on an
independent basis. Such a highway trust fund was established for the
16-year period from July 1, 1956, to June 30, 1972. Into this trust
fund were deposited certain highway user excise taxes; namely, all of
the taxes on gasoline, diesel fuel, special motor fuel, trend rubber, tires
and inner tubes, and the use tax on highway vehicles. In addition,
half of the 10-percent manufacturers' tax on trucks, buses, and trailers
was placed in the fund.

A special provision in the Highway Revenue Act of 1956, the
so-called *Byrd amendment, was designed to give assurance on a year-
by-year basis that no deficit woul develop in the highway trust, fund.
This provision requires that before apportionments of Federal-aid
highway funds can be made to the States for the Interstate System,
estimates must be made of the revenue. expected to be in the fund at
the time the expenditures arising from the apportionments can be
expected to occur. To the extent that these estimates show that there
will be any deficiency in the fund,; the Secretary of Commerce is
retired to reduce the interstate apportionments to the States.

Bv 1959 it had become apparent that the revenues devoted to the
trusAt fund weie insufficient to finance the Interstate System in addi-
tion to the regular A-B-C program.' The original 1955 estimate of the
cost. of the Federal share of the Interstate System was $25 billion.
This by 1959 had been increased to an estimate of $36 billion. The

14
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reasons for this increase are set forth in a previous section of this
report. , The 1059 Congress was also faced with all immediate deficit
in the trust fund for the fiscal year 1900 of $490 million which would
have grown to $1,305 million by the end of the fiscal year 1901 if the
apportionments already made or planned for those years were to be
carried out.

In view of the pressing nature of the immediate financing problems,
Congress in 1959 attempted only a temporary solution to the highway
financing problems. At that time it provided a 1-cent increase in
the gasoline, special motor fuel, and diesel fuel taxes for the period
from October 1, 1959, to June 30, 1961. Tbis was expected to pro-
vide an increase in trust fund revenues of $985 million for this 21-
month period. For the fiscal years 19062 through 1964 the bill pro-
vided that 5 percentage points of the manufacturers' tax on passen-
ger cars and automobile parts and accessories was to be dedicated to
the trust fund. Tlese funds, which presently are general fund rove-
nUes, would have increased highway trust fund revenues by about
$2.5 billion and decreased general fund revenues by the same amount.

In addition, Congress previously had requested the Bureau of Public
Roads to submit to it, a study on highway cost allocations, but this
study was not completed in 1 59. The purpose of this study was to
determine what taxes should properly be imposed, and in what
amounts, in order to assure, insofar as practicable, an equitable distri-
bution of the tax burden among the various classes of persons using
the Federal-aid highways or otherwise deriving benefits from these
highways.

The Committee on Ways and Means now has available to it the
study on highway cost allocations required by section 210 of the High-
way'Revenue Act of 1956 and also a report on revised costs of com-
pleting the lhighWay program. In addition, the President has recom-
mended a new plan for revising the financing of the highway program.

The Committee on Ways and Means has conducted 6 days of public
hearings on the President's highway program, collecting over 700
pages of testimony. In addition, in executive sessions held over a
period of several weeks it has analyzed the various studies which
have been made on highway costs and burdens, as well as listened
to further testimony from the responsible officials.

The Committee on Ways and Means was impressed with the non-
highway-user benefits which will be derived from the highway pro-
grain. It concluded that these costs justified the dedication of an
additional amount of general fund revenues for use of the highway
trust, fund. The revenues dedicated in this manner by title I .of the
bill are those derived from the manufacturers' tax on trucks, buses,
and trailers, which, of course, is itself a highway user tax. Presently,
one-half of this tax already is assigned to tlhe highway trust fund.
Tim bill dedicates lhe other half to the trust fund as well.

oit ,uld lhe recognized that a substantial amount, of revenues were
take. from the general fund when the highway trust, fund was estal)-
lished. These revemus, shown in table 1, for the period 1957 to 1961
have amounted to about $6.4 billion. On the other hand, the cost
of the A-B-C program previously was a charge upon the general
fund, and if these revenues are to be considered a "diversion" from
the general fund the A-B-C expenditures should likewise be con-
si(h'red a "diversion" of expenditures from the general fund. Table
1 shows that these A-B--C exp)enditures from the trust fund since its

15
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inception have amounted to nearly $4.8 billion. The revenues dedi-
cated to the* trust fund, however, exceed this figure by $1.6 billion
approximately 15 percent of the hli hwa trust fund revenues. Of
course, the general fund revenues which have been dedicated to the
highway trust fund are taxes imposed with respect to highway use
and on that basis it can be claimed that they properly are allocable
to any road program carried on by the Federal Government. In this
connection it should be noted that three highway user taxes still re-
main among the general fund revenues. The principal taxes of this
type are the 10-percent passenger car tax and the tax on auto parts
and accessories. Also there is the tax on lubricating oil, perhaps
half of which is attributable to oils used by motor vehicles.

TABLE I.-Comparison of revenues which would have been available to general fund 1
if the interstate program had not been established, and expenditures for primary,
secondary, and urban (A-B-C) highways, July 1, 1956, to June 30, 1961

(Millions of dollars]

Fiscal yeak Estimated A-B-C Fiscal year Estimated A-B-C
revenue expenditures I revenue expenditures

1957 .................. $878 $758 1061 .................. 1,448 '907
1958 .................. 1,300 888
1959 .................. 1,830 1,112 Total ........... 6,371 4,M75
190 .................. 1,415 1,079

I Based on the following excise tax rates In effect prior to 1956 act:
Gasoline and special motor fuels: 2 cents per gallon, translurred to highway trust fund beginningJuly 1, l95w.Trucks, buses and trailers: 8 percent of which 3 percent was transferred to highway trust fund

beinnng July 1, 1957. On July 1, 1956, the tax on trucks, etc., was increased to 10 percent but this
additional 2 percentage points of tax was immediately allocated to the trust fund and, therefore, never
was a general fund revenue.

Tires: 6 cents per pound, transferred to highway trust fund beginning July 1, 1957.
Tubes: 9 cents per pound, transferred to highway trust fund beginning July 1, 1957.

1 Estimated.

Other factors also need to be taken into account in evaluating this
problem of highway trust fund versus general fund revenues. First
there is the fact that forest and public land highways are financed
from the general fund. This amounts to $36 million a year. Sec-
ond, an appreciable amount of the revenue collected under the
taxes earmarked for the highway trust fund is, in fact, paid by non-
highway users. A summary of these estimates (under the rates
proposed in this bill) is given below:

For calendar year 1964 Tou ands

Source of payment and type of excise tax:
Federal highway vehicles used off highway (tactical and other vehi-

cles of Department of Defense):
Trucks, buses, and trailers (manufacturers' tax)------------$0,800
Tires and innertubes -------------------------------- 4,600

Subtotal -------------------------------------- 11, 400

Other nonhighway uses:
Motor fuels:

Aircraft ------------------------------------- 14, 000
Industrial, marine, and other -------------------------- 12, 000

Tires and innertubes, industrial, farm, and aircraft ---------- 25, 800

Subtotal -------------------------------------- 51,800

Total ----------- ------------------------------ 63,200
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The Committee on Ways and Means has concluded that a modest
diversion from the general fund of an atnouht equal to the remaining
half of the truck tax is justified. Its analysis of the problem does
not support the diversion of an amount equal to half of the tax on
passenger cars and auto parts which would, occur if this bill were
not enacted.

C. GENERAL EXPLANATION OF THE HIGHWAY FINANCING
PROVIDED BY THE BILL

1. Fuel taxes
Title II of this bill continues the taxes on gasoline, special motor

fuel and diesel fuel in the case of highway use at the present tax of
4 cents a gallon. Without this action these taxes would revert to
3 cents a gallon as of July 1, 1961. Under the bill the 4-cent rate
will continue to apply until October 1, 1972.

Table 2 shows estimated revenues to the highway trust fund under
existing legislation and the additional revenues provided by this bill.
It indicates that revenue collections from these motor fuel taxes under
existing legislation over the period from 1957 to 1972 will amount to
almost $32 billion. It also shows that the new motor fuel taxes added
by this bill are expected to raise revenues of the fund by $8.3 billion,
over the period up to October 1, 1972. This represents an annual
increase of between $600 and $700 million. This will raise aggregate
collections from the fuel taxes over the period 1957 to 1972 to $40.3
billion.
2. Taxes on tires, tubes, and tread rubber

The bill also provides an increase in the taxes on tires, tubes and
tread rubber. The present tax on tires of the type used on highway
vehicles is 8 cents a pound. The bill raises this rate to 10 cents a
pound. The tax on innertubes for tires now is 9 cents a pound and
this also is raised by the bill to 10 cents a pound. The present tax
on tread rubber is 3 cents a pound. The bill raises this rate to 5 cents
a pound. All of these increases are made effective for the period from
July 1 1961 to October 1, 1972.

Table 2 shows that the increases in the taxes on tires, tubes, and
tread rubber are expected to increase revenues for the highway trust
fund for the period up to 1972 by $1.1 billion. Present law revenues
from these taxes for the period 1957 to 1972 will amount to $5.1
billion. Thus, aggregate revenues from these taxes can be expected
to amount to about $6.2 billion over the entire period of the trust fund.
The additional annual revenues provided by these taxes can be ex-
pected to range from $75 to $98 million.



TABLE 2.-Estimated highway trust fund revenues under present law and revenues added by bill

Revenues under present law Revenues added by bill
Total

Gaso- present
line Manufacturers' taxes on- Truck Gaso- Manufacturers' taxes on- Truck and
and use tax Total line 2 use tax Net new

Fiscal other vehicles reve- and vehicles total reve-
year motor over nues other over reve- nues

fuels, Trucks, Tread Tires tuner- Parts 26,000 Interest avail- motor Trucks, Tread Inner- Parts 26,000 nues avail-
3 cents buses, rubber 8 cents tubes, Auto- and pounds able fuels, buses, rubber Tires tubes, Auto- and pounds added able

per and 3 cents or 5 9 cents mobiles acces- $1.50 under 1 cent and 2 cents 2 cents 1 cent mobiles acces- $1.50 by under
gallon trail- per cents per 5 per- sores per present per trail- per per per less 5 sorics per bill bill

ers, 5 pound per pound cent 5 per- 1,000 law gallon ers, 5 pound pound pound percent less 5 1,000
percent pound cent pounds percent percent pounds

1957.--- 1,326 34 11 82 ------------------------ 26 3 1,482 -------.-------- -------- ----................--------.......-- - ---- 1,482
1958.... 1,608 111 13 244 17 ---------------- 33 IS 2,044 --------......... ... ..---- --- - -- - ------- , -------- -------- -------- 2,044
1959._ 1,657 107 14 247 15 ---------------- 34 13 208, 7 -------.--------------.----------------------------------------------- 2.087
1960... 2-044 142 15 281 19 ---------------- 38 -3 2, 53 ----------........--------.------------------------------------------. 2,536
1961-. 2,362 142 15 279 16 ---------------- 45 -2 2, 7 ----------------------.............................--------.----.---. 2 8.57
1962. 1.894 143 15 286 16 679 131 50 2 3. 216 524 143 9 64 2 -679 -131 79 11 3,227
1963---. 1. 869 146 16 291 16 692 137 53 3 3.223 615 146 11 67 2 -692 -137 84 96 3.319
1964.... 1,917 149 17 296 16 7109 144 56 4 3.308 635 149 12 68 2 -709 -144 88 101 3.409
1965... 1,96.5 153 19 301 16 ---------------- 59 4 2.517 649 153 13 69 2 -------------- - 92 978 3,495
1966.. 2.010 156 19 307 16 ---------------- 6 4 2. 573 665 156 14 71 2 -------------- 95 1,003 3,576
1967... 2,054 159 20 313 16 ---------------- r 4 2, 629 679 159 14 72 2 ---------------- 99 1,025 3,654
1968... 2,097 162 21 31S 16 -------- -------- 65 4 2683 695 162 14 73 2 ---------------- 102 1,048 3.731
1969.-.2.142 164 22 16 -------- -------- 66 4 2,39 710 164 14 75 2 ---------------- 103 1,068 3.807
1970.... 2191 166 22 331 16 ---------------- 67 4 2,797 727 166 15 76 2 -............... 104 1,090 3.887
1971.. 2, .2 169 23 339 16 ---------------- 68 4 2,861 744 169 15 78 2 .------.--------- 107 L 115 3.976
1972.... 2,298 172 24 347 16 ---- ----------- 69 4 2,930 762 172 16 80 2 -------.-------- 108 L140 4.070
1973 3. 319 ---------------- 2 ---------------------.-.--------------- 321 931 64 11 110 4 ---......----- 30 L 150 1.471

Total. 31,995 2,27F. 286 4,589 243 080 412 853 7 42,803 8,3 18 1 903 26 -2,080 -412 1,091 9,825 5%628

ITax receipts less refunds. Temporary 4 cent rate, Oct. 1,1959, through,.une 30,1961. under present law; from collections and liabilities accrued prior to Oct. 1, 1972, less floor
'Tax receipts less refunds. stock refunds where applicable, under bill.
'From liabilities accrued prior to July 1,1972 lessfloor stock refunds where applicable, Source: U.S. Department of Commerce, Bureau of Public Roads.
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8. Use tax on motor vehicles
The third source of new revenue provided by the bill is the increase

made in the tax on the use of motor vehicles weighing more than
26,000 pounds. At present this use tax is imposed at the rate of
$1.50 per year. The bill raises this to $3 a year effective for the
fiscal year beginning July 1, 1961, and continues it at this level until
October 1, 1972. The bill also rovides for the payment of this use
tax in quarterly installments. Tis installment procedure is described
in greater detail in section D below.

Table 2 shows that for the period from 1957 to 1972 the changes
made by the Connittee on Ways and Means in the motor vehicle
use tax will increase revenues by $1,091 million. The tax of $1.50
provided by present law over the period from 1957 to 1972 is shown
as resulting in revenue for the fund of $853 million. Although the
tax provided by the bill is a 100 percent increase in the rate, it will be
noted that the revenue increase of $1,091 million is considerably above
that which would normally be provided by a 100-percent increase.
This is due to the fact that under present law a substantial proportion
of tax due in this case apparently is not now being collected. The
Committee on Ways and Means has requested the Treasury Depart-
ment to report back by the end of this year on practical means of
better enforcement for this tax, as well as asking it to consider various
other possible modifications governing the liability of taxpayers for
this tax. Based upon preliminary discussions which have already
occurred with Treasury officials on this problem, the committee be-
lieves that it will be possible in the future to obtain substantially
greater compliance with this tax and as a result in its estimates it has
assumed the tax is collected in full. Also, the weight classifications
for trucks now provided in the regulations,, are to be reviewed and
this also may result in changes in the classification which will raise
the revenue collected from this tax.
4. Extension of life of highway trust fund

The fourth source of revenue provided by the bill is a .3-month
extension of the life of the highway trust fund beyond June 30,
1972. Thus, the revenues provided by present law, as Well as the
new revenues provided under the bill, will continue to be devoted
to the highway trust fund until October 1 1972. This also means
that those taxes which otherwise were scheduled to revert to a lower
rate or to expire as of June 30 1972, under the bill will continue at
present or proposed rates until October 1, 1972. Thus, the 4-cent
tax on gasoline, special motor fuels, and diesel fuel will revert to 1%
cents as of this date. Also, the 10-cent tax on tires of the type used
on highway vehicles and on inner tubes will revert to 5 and-9 cents
a pound, respectively, as of that date.. In addition, as of that date
the 5-cent tax on tread rubber will expire as also will the use tax on
highway vehicles weighing over 26,000 pounds.

The effect of continuing the highway trust fund for these additional
3 months will be to increase revenues of the highway trust fund by
$1,150 million. Thus, as is shown in table 2, all of the $1,471 million
expected to be collected in the fiscal year 1973, except the $321 million
(shown as revenues under present law) attributable to liability in-
curred before July 1, 1972, represents new highway trust fund revenue
resulting from this extension.
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6. Dedication of truck, etc., taz to fund
The fifth source of revenue provided by the bill is the dedication

of the remaining 5 percent points of the manufacturers' tax on
trucks, buses, and trailers to the highway trust fund. Five percentage

Saints of this tax has been dedicated to this fund since 1957. The
bill dedicates the remaining 5 percentage points to the highwiiay trust

fund. As indicated in table 2, the highway trust fund is expected to
derive $1.8 billion in additional revenue as a result of this additional
tax. This, together with the $2.3 billion derived from this source
under existing law (over a longer period of time), means that the
highway trust fund will derive approximately $4.1 billion from this
revenue source over the life of the highway trust fund..
6. Repeal of provision dedicating auto and parts taxes to fund

The bill prevents the diversion from the general fund to the high-
way trust fund of 5 percentage points of the taxes on passenger cars,
etc., and on auto parts and accessories. Under present law, as a
result of the action taken by Congress in 1959, these taxes (to the
extent indicated) would have been dedicated to the highway trust
fund for the period beginning July 1, 1961, and ending June 30, 1964.
Under the bill these revenues will remain in the general fund. The
manufacturers' tax on automobiles would have raised highway trust
fund revenues by between $679 and $709 million in each of the 3
years involved. Similarly, the revenue from the manufacturers' tax
on auto parts and accessories would have increased highway fund
revenues in each of these 3 years in an amount varying from $131
to $144 million. For the 3-year period these taxes would have in-
creased highway trust fund revenues by about $2.5 billion. This loss
of revenue to the highway trust fund is more than compensated for
by continuing the tax on gasoline at 4 cents and by the other revenue
increases referred to above.
7. Effect of changes on apportionments and expenditures

Tables 3 and 4 show the apportionments and expenditures which
can be made with the existing and proposed financing for the highway
trust fund. The aggregate revenues available for the trust fund under
existing legislation for the entire period it is in existence, as shown on
table 3, is expected to be $42.8 billion. The estimated total revenue
over the life of the highway trust fund after the changes made by the
bill is $52.6 billion. This indicates that the bill will increase the
revenues of the highway trust fund by $9.8 billion over the period
from July 1, 1961, to October 1, 1972, or, on the average, by approx-
imately $875 million in each of these 11k years.
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TABL.I 3.-atimated status of highway trust fund under existing legislation
(In millions of dollars)

Apportionments Expenditures Balance In

Fiscal year Revenues the fund
Primary, Primary, on June 30

Interstate secondary, Interstate secondary,
and urban I and urban ,

From before 1957 .............. 140 965 ............
1957 ........................... 1.175 82 208 7,8 1.482 510
19M ........................... 1,700 859 675 830 2.044 1,049
1059 ........................... 2,200 1,831 1,A01 1,112 2,088 524
19- ........................... 2, 5000 1,861 1,079 2, 535 119
19n1 ........................... 1 FM 883 1.901 9067 2.857 108
1962 ........................... 2,200 884 2,078 013 8,210 333
1903 ........................... 2,000 935 2, 278 012 3,223 36
1964 ........................... 1, NO 135 2,141 928 3.308
1965 ........................... I00 93 1,838 940 2.517 344
1088 ........................ - ,00 035 1,070 941 2, 573 308
1007 .................. . 1, 700 935 1,67 944 2,629 318
108 .................... -1,000 935 1,705 943 2. 63 353
1P69 ........................... 1,0 035 1,795 943 2,739 354
1970 ........................... 1,2 935 1,740 943 2.797 4612
1971 ........................... 1............ M 1746 948 2,861 6.4
1072 ....................................... 035 24 43 2930 1,997
After 1072 .. .---------------------------------........... - - -2318

Total ................... 25,440 10,057 25,440 15,045 42, &V ............
I Includes emergency relief as well as special funds totaling $52,000,000 apportioned for 1959.

1 Receipts on tax liabilities accrued prior to July 1, 1972.

TABLE 4.-Eatimated status of highway trust fund under proposed legislation

[In millions of dollars)

Apportionments Expenditures Revenues Balance
In the

fund on
Fiscal year Primary, Primary, June 30

Interstate second- Interstate second- Present Add[. Total
ary, and ary, and sources tonal
urban I urban '

From before 1057 .... 140 985...............................................
1957 ................. 1,175 829 208 758 1,482 -------- 1,482 51
1058 ................. 1,700 859 675 836 2,044 .......... 2,044 1,04
1959 ................. 2,200 1,381 1,501 1,112 2.087 .......... 2.07 523
1960 ................. 2, 0 900 1,861 1,079 2, 30----------2,.53 119
161 ................. 1, 800 883 1,901 967 2,87 ......-- 2,857 108
1962 ................. 2,200 884 2,139 913 3,216 11 327 283
1963 ................. 2400 930 2,320 898 3.223 90 .,319 378
1964 ............... 2, 600 955 2.451 927 3,308 101 3.409 409
1905 ................ 2. 700 955 2,552 923 2,517 978 3.495 429
1906 ................. 2,800 980 2.045 932 2,573 1003 3.576 428
1967 -------------... 2,900 180 2.7.9 949 2.629 1,025 3,854 394
19683................. . 1,005 2838 958 2,883 1,048 3,731 329
1969 ................. 3,000 1,005 2, 80 972 2.739 1,068 3,807 298
1970 ................. 3,000 1,005 2, 001 977 2.797 1,090 3,887 307
1971 ................. 2. 885 1.005 2.992 979 2,861 1,116 3.976 312
1972 ............................ 1005 3.104 966 2,930 1,140 4,070 312
Through Sept. 30,

1972 -----------.-------------------- 1,301 317 321 21,150 1,471 165

Total .......... - 37,00 18,532 37,oo 15,463 42,803 9 5 2,828 .........

I Includes emergency relief program, as well as special funds totaling $502,000,000 apportionedI for 1959.
I Includes receipts on tax liabilities accrued prior to Sept. 30, 1972.

68885--61-4
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Cos estimates submitted to Congress this last January pursuaht to
provisions of section 104(b) (5) of title 23, United States Code (H. Dec.
49, 87th Cong., 1st sess.), indicate that additional interstate authoriza-
tions totaling $11.56 billion are needed for completion of the $37
billion interstate highway program. The President in his message on
the highway program also requested that the apportionment for the
regular A-B-C systems of primary, secondary, and urban roads now
fixed at an annual level of $925 million be increased by $25 million a
year every 2 years beginning in 1964 until the $1 billion level is reached
and then that these apportionments be maintained at that level.
The additional funds required in future years for the step-up in
A-B-C expenditures and for emergency relief and special funds are
$418 million (the difference between the A-B-C expenditures shown
on table 3 and those shown on table 4). This $418 million, plus the
$11,560 million of additional funds required by the Interstate Systemindicates a need for $11,978 million in additional expenditures. This
amount is provided under the bill by the trust fund balance (see
table 3) of $2,318 million plus new revenue of $9,825 million (see
table 4). These sources provide $12,143 million for additional ex-
penditures or $105 million more than the requirement of $11,978
million.

D. INSTALLMENT PAYMENTS OF TAX ON THE USE OF
HIGHWAY VEHICLES

The bill adds a new provision to the Internal Revenue Code (sec.
6156) providing that those subject to the tax on the use of highway
motor vehicles weighing over.26,000 pounds may elect to pay this tax
in installments. This provision has been added to title II of the bill
because it was recognized that, in the case of truckers operating on
quite limited funds, the requirement that this entire tax be paid in
one payment works a real financial hardship.

This tax, like other similar taxes imposed by the Federal Govern-
ment, is imposed on a fical year basis beginning July 1. If liability
for the tax is first incurred in July, August or September, the bill
permits the tax to be paid in four equal installments. If the liability
is firs-t incurred in October, November, or December, it may be paid
in three equal installments, and if the liability is first incurred in
January, February, or March, it may be paid in two equal install-
ments. If the liability is first incurred in April, May, or June, the
installment privilege for payment of the tax is not available.

Under existing regulations, any person incurring liability for this
use tax is required to file a return on or before the last day of the
next month after that in which the first use of any motor vehicle
occurs. (Under this, of course, a taxpayer may be required to file
more than one return during the year and under the new provision a
separate election to pay an installment may be made with each such
return unless the return is filed in the last 3 months of the fiscal year.)
Under the bill the first installment of tax is due at the same time the
return must be filed. The second installment is due on or before the
last day of the third month following the calendar quarter in which
liability was incurred. The third installment, if any is due, must be
paid on or before the last day of tfle sixth month f6llowing the calendar
quarter in which liability was incurred, and the fourth installment, if
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any is due, must be paid on or before the last day of the ninth month
following the calendar quarter in which liability was incurred. The
tabulation presented below has been worked out to show the install-
ment due dates described by the bill based on the presently prescribed
date for filing the return. This table of payments, it will be noted,
presents a plan for regularizing all payments after the initial payment
which, of course, is determined by the month in which liability is
first incurred.

If the liability xas Ist installment Is 2d Installment Is 3d installment Is 4th Instqllment Is
incurred In- duo on or before due on or before due on or before due on or before

the last day of- the last day of- the last day of- the last day of-

July .................... Augut ........... December ....... March ......... June.
August ................ September ........ December ....... March ............ Juno.
September ............. October ........... December ......... March ............ June.
October....ovem r ........ March ............ June ..............
Novemr . December ........ March ............ June ..............
December.......... January........ March ......... .. June ..............
January.........Febuary ....... June ............
February .......... March. ...... June ..............
March ................. April .............. June ..............

Where a vehicle subject to this tax is sold during the year, it is
possible for two persons to become liable for this tax. However,
provision is made to prevent doubling up of tax payments in such
cases. The person in whose name the vehicle is registered at the time
of the first taxable use incurs liability for the total tax at the time of
such first use of the vehicle. This liability is for the total tax even
though he elects to pay the tax in installments, and sells the vehicle
to another person before the end of the taxable year. Although the
first owner of the vehicle is liable for the full payment of the tax
(even for installments due after selling the vehicle), if he fails to pay
either the total tax or any installment when due, the second owner may
be required to pay any tax remaining due. His liability begins in the
month in which he is notified of it by the District Director of Internal
Revenue. He may then pay the tax in installments if more than 3
months remain in the fiscal year.

Technical provisions added in connection with this installment
privilege are similar to those applicable in other cases where taxes are
paid in installments. Thus, where any part of a tax is omitted from
a return filed by a taxpayer who has elected the installment privilege,
this additional tax is prorated equally to all installments, whether
paid or unpaid, for which the election has been made. The additional
tax prorated to the installments already due must be paid upon notice
and demand from the Secretary of the Treasury or his delegate.
Also, where a taxpayer fails to pay an installment on or before the
date prescribed for payment, the bill provides that the entire unpaid
tax must be paid upon notice and demand from the Secretary of the
Treasury or his delegate.

Interest on underpayments of installments runs from the due date
for the installment. however, where the installment privilege has
been terminated, and the time for payment of remaining installments
accelerated by the issuance of a notice and demand, interest on these
installments runs from the date of the notice and demand. Interest
on additional tax prorated as described above is to run from the date
prescribed for the payment of the first installment.
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E. GASOLINE SOLD FOR USE FOR NONFUEL PURPOSES AS
MATERIAL IN MANUFACTURE OF ANOTHER ARTICLE

At the present time petroleum products, other titan gasoline, such
as methane, pentane, and propane are widely used as raw feed stock
by chemical companies in the manufacture of plastics and petro-
chemicals. Under present law these products when sold for use or
used by any person for the propulsion of a motor vehicle, motor boat
or airp~ano are subject to the same 4-cent tax as gasoline. However,
when these products are sold to chemical companies for uses such as
those referred to above, no tax is applicable. Gasoline, on the other
hand, under present law is subject to a 4-cent tax, except that where
it is used for nonhighway purposes a 2-cent refund may be claimed.

The chemical companies have found that natural isoline also is
capable of being used in the manufacture of plastics and other petro-
chemicals. It has been reported to the Committee'on Ways and
Means that it is an excellent charging stock for petrochemical manu-
facturing, being sufitable to supplement existing chemical raw feed
stocks. Pilot plant experiments in the use of casinghead and natural
gasoline in the manufacture of plastics and other petrochemicals also
have proved successful. However, gasoline has not been used in this
manner commercially primarily becaui, of the net 2-cent-a-gallon tax
which must be paid.

The Committee on Ways and 'Means believes that it is unfortunate
to in effect prevent the use of gasoline in the manufacture of other
nonfuel articles. This is contrary to the policy the committee has
followed in generally not taxing articles which are used in the manu-
facture of oter articles.

As a result of these considerations, title IT of the bill provides an
exemption from the gasoline tax in the case of gasoline sold for use by
-the purchaser (or his purchaser) for nonfuel purposes as a material
in the manufacture of another article to be produced by the purchaser
(or second purchaser).

For the exemption to apply, the gasoline must be sold for use s an
ingredient of the article being manufactured or produced, as would
be the case where it is used as an ingredient in plastics or petro-
chemicals. The exemption does not apply if the gasoline is consumed
in the manufacturing process rather than being an ingredient in the
finished product. Thus, for example, gasoline used to power ma-
chinery at a plant would not be considered as used as a material in
the manufacture or production of an article being manufactured
or produced at such a plant.

The phrase "for nonfuel purposes" is intended to make it clear that
this exemption does not apply even though the gasoline becomes a
component part, or is used as a material in, another article if the
gasoline serves a& a fuel either by itself, or as a fuel additive to another
product. No change in present law is intended in this respect.

The bill also amends the code (sec. 4218) to permit a similar exemp-
tion from tax where the producer or importer of the gasoline himself
makes a nonfuel use of the gasoline as a material in the manufacture
or production of another article. In addition the bill amends the
code (see. 6416(b)(3)) to permit a credit or refund of the tax paid on
gasoline where the purchaser uses it for nonfuel purposes as a material
in the manufacture or production of another article.
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Since gasoline presently is not being used for the purposes described
above, and since it appears unlikely that it will be so used so long as
the present tax applies, it is believed that this exemption will not
result in any loss of revenue. This exemption, or credit, or refund, in
the case of gasoline used by a person other than the producer or im-
porter is to apply with respect to gasoline sold on or after October
1, 1901, and in the case of gasoline used by the producer or importer
himself is to apply to gasoline used on or after that date.



MITNOIII' VIEWS

Woo art, opposed to liIp financing rie)npinndtiltinns c lilined in
title If of ite hill 11.1t. (171:. ()ur opposilioii is linswd (n conicusiois
retachIed (hIring flie public' liarilgsr fill(] execllive sessioliz e 1 1 ih
('oinit lee on Ways and Means and is prelicated oil inforiiintion
presnted to ihe conluiitee during those hearings. We smuJJori the
d,(IvOl'iit, of a federally aidtd highway syistent under a program
that does not contain shortconings present, in the existing program
and a s it. would be amended by the bill 1.R. 0713.

It is proJ)oS(md under the bill to provide additional reveiute anmounting
to $9.8 billion for the alleged purpose of complete lg Ilies present
Federal-aid highway program by, #ltne 30, 19 72. We are concerned
that the general burden of taxation is ahady too heavy onl our
taxpayers--on individual incomes and on business earnings-at all
earnings levels. We areparticularly of lie opinion thal pirt. tax
burdens are too severe 1in regard to small business. Ale are con-
cerned that the total tax burden has reached the point that t Lax
increase could well result in diminishing returns. Onerous tax
burdens contribute to high prices, impair incentive, and cause ill-
adequate capital accumulation necessary for business growth.

WVith respect to the highway user taxes, we tire conviciied that (lie
taxes imposed under present, law including the reductions scheled
to take effect. on Jluiy 1, 1901. are high enough. Higher taxes should
not be imposed on the family motorists. Furthermore, convincing
evidence was presented to the Coinnmittee on Ways and Means in
executive session by representatives of the Interstato Commerce
Commission that. the imposition of higher taxes on truck operators
will result in their losing business. These Government, witnesses
presented informed testimony to that effect. We believe that the
1-cent.-per-gallon decrease in the excises applicable to gasoline and
diesel fuel should be allowed to occur as scheduled on July I, 1901.

Our recommendation that taxes not be increased over present law
necessitates that. we offer an alternative proposal to meet thte highway
financing requirements. It is our conviction that highway develop-
ment shotdd be at a rate that will be in conformity with the principle
of pay-as-you-go financing. We are also of the view that highway
txxes'should be used to build highways and we, therefore, favor
earmarking for highway purposes those tax receipts now going into
the general fund of the Treasury that arise from taxes imposed on
hIghway users. We also support the proposal that the general fund
of the Treasury should contribute to the highway program because
of recognized benefits from the program that accrue to nonhighway
users. Our voting record in support of Government economy war-
rants the advocacy of the highway financing arrangement recom-
mended in these views. In making this recommendation for the
greater utilization of Federal highway-user taxes, we acknowledge
and accept the possible necessity for a temporary stretchout of the
program so that proper budgetary adjustments can be made to avoid
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(I('Iit fimmeig. Ainot her improvenwn t. I hiA should be mndert aken
ill finainlg t hi Itighwiy program it; it downward i~jimistmeit, inl (lhe
IFedt'lrl tdiare of litec 90-1( 14Federal11-Stalte c'ost, 1miolltiol n (Ito
bileittrlate ' vtitvm. (in'ut~er finumviol paript i on by1 1)3 te respect we
$tzit %%ouhllild to euwtolurago implJroved administrations atuid Con-
trawtig praticts by the States.

TIhe majority prt~)osil would impose ant 'xce'ssiW) ta bI Iurdlen on
file aiveraige ittoorist, 1111d1 would mnfatirly impa~uir the compe~ttitive
pnisit ion of lte Ituck operuulorg. We livlwlve thie reeonmndt ions
set forth i in these nioriuv v'iews would provide it more equitable
wholut~im to (lie prohlenm o( highwiay Iimtcing. 'Iheirefore, wo comn-
mond our suggestionl to thcemcosidleration of our colleagues.

NOAl M. MASON.
JAMES It. UT'.
JACKSON H. BETT'S.
inuc, ALuEJI.



SI,'A II ATI .MI NOI ITY VIEWS OF IION. TIOMMAS I1. t''URTIS

In g'n.sral, I conur in the views expressed by the signltories to the
fon"'0,oing linniorit v views.

llowevivr. oi two points I have a diffi ent iittitilde ts follows:
First, I Ilieve (lhnt thse etrinsarkiiig of FeterI taxes is lint a sottimI
met hod of F'dtral bulgeting in thot it, impairs the ilexibilitv ite.s-
sary to give )ro)er rcoglilt ion to prioritiess in sehietlullderal
exip1nc(litures. Second1iv. it is IV v'WPOit thlt with 011tJi l to
plhili ill) roveients With the lifetlin of 30 to 40 years, it is al)pro-

ritte to tilatill)we such ilm)rovemlnts by bond iilles palable over tie
ife of thit inl)rovenwnt. W

I am in favor of a highway program thit is properly financed 1u
sumdly atlidn isterecd o thfat w attin the laxlllillll highway
mileage at tho minimum cost to our taxptlyers.

CHANGES IN EXISTING LAW

In compliance with clause.3 of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as intro-
duced, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman):

FEDERAL-AID HIGHWAY ACT OF 1956

SEC. 108. NATIONAL SYSTEM OF INTERSTATE AND DEFENSE HIGH.
WAYS.

(a) INTRSTATE SYsTE.-It is hereby declared to be esseisti.l to
the national interest to provide for the early completion of the "Na-
tional System of Interstate Highways", as authorized and designated
in accordance with section 7 of the Federal-Aid Highway Act of 1944
(58 Stat. 838). It is the intent of the Congress that the Interstate
System be completed as nearly as practicable over a thirteen-year
period and that the entire System in all the States be brought to
simultaneous completion. Because of its primary importance to the
national defense, the name of such system is hereby changed to the
"National System of Interstate and defense Highways". Such Na-
tional System of Interstate and Defense Highways is hereinafter in
this Act referred to as the "Interstate System".
(b) AUTHORIZATION OF ArproPRnArioNs.-For the purpose of ex-

pediting the construction, reconstruction, or improvement, inclusive
of necessary bridges and tunnels, of the Interstate System, including
extensions thereof through urban areas designated in accordance
with the provisions of (section 7 of the Federal-Aid Highway Act of
1944 (58 Stat. 838)] stubsection (d) of 8ec1,on 103 of tite 2 United
States Code, there is hereby authorized to be appropriated the addi-
tional sum of $1,000,000,000 for the fiscal year ending June 30, 1957,
which sum shall be in addition to the authorization heretofore made
for that year, the additional sum of $1,700,000,000 for the fiscal year
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ending June 30, 1958, the additional SUl, of $2,200,000,000 for the
liseal year ending Juno 30, 1959, the additional swm of $2,500,000,000
for tihe fiscal year hiding #June 30, 1960, tile additional SUil of($2,000000O] $I,800,Q00,QQ( for the is'al y"ear ending June 30,
196I1, tl;e additional suill of $2,200,000,000 for the fiscal year ending
,h1zne 3,0 11162, the aduiioll joInid of E-,s'2),20),Omol'o] s'$4J, ,00,00U
for IIh, fisill vt'a i eniing June :, 196:1, Olh, lid itiolld suiti of
E$2,200,000,004] $-2/,;oU ,000 for Ih li fiscal "ar tiehig . im,
30, 196-1, 1t14 allitioiu Stlill, or (.2,NO'1,lth)(,000 V',700,i'9i00
for the fiscal year eldilng June 30, 1065, the atdditiOal sutil of
($2,200,000,000] ,$?,800,(iO0,tiO0 for tile fiscal year ending Julie 30,
1960, the additional suni of E12,200,(100,000] ."2,OJ(,Oi for the
fiscal year emuihng June 30, 1067, the additional still of ($1 ,00,000,000]
$3,000,000,000 for the fiscal year ending Juno 30, 1068, (and] the
additional suni of (V1,0200,000] $3,000,000,000 for the fiscal year
eIlidig June 30, 1969, tMe additidn su of S3,000000,000 (Dr Me
/iveal year cling June 30, 1970, owl t/,c additional sum oJ$2,W5,00,000
for ie fiscal ycar ending June 30, 16171.

SEC. 209. HIGHWAY TRUST FUND.
(a) CcI : ATIN Ov RUST FuxD.-Tliere is hereby estalilisled in

the lreasurv of the United States a trust fund to be known as the
"llighway ''rust Fund" (hereinafter in this section called the "Trust
Fund"). ''he Trust. Fund shall consist of such amounts as ilay be
appropriated or credited to the Trust Fund as provided Iin this section.

(b) DECIA.ATION OF Pouc, .- It is here)y declared to he the
policy of the Congress that if it hereafter appears-

(1) that tlie total receipts of the Trust Fund (exclusive of
advances under subsection (d)) will be less than the total ex-
penditures from such Fund (exclusive of repayments of such
advances); or

(2) that the distribution of the tax burden among the various
classes of perSons using the Federal-aid highways, or otherwise
deriving benefits from such highways, is not equitable,

the Congress shall enact legislation in order to bring about a balance
of total receipts and total expenditures, or such equitable distribution.
as the case may be.

(c) TiANS ER TO TitusT Fu.D OF A.%MOUXTS EQUIVALENT TO
CERTAIN TAXES.M-

(1) Ix O. E.L.-There is hereby appropriated to the Trust
Fund, out of any money in the Treasury not otherwise appro-
priated, amounts equivalent to the following percentages of the
taxes received in the Treasury before EJily 1,19723 October 1,
1972, under the following provisions of the Internal Revenue
Code of 1954 (or under the corresponding provisions of prior
revenue laws)-

(A) 100 percent of the taxes received after Juno 30, 19506,
under sections 4041 (taxes on diesel fuel and special motor
fuels), 4071(a)(4) (tax on tread rubber), and 4081 (tax on
gasoline);

(B) 20 percent of the tax received after June 30, 1960,
and before July 1, 1957, under section 4001(a)(1) (tax on
trucks, buses, etc.);
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(C) 50 prcnt of tie tax received after Juie 30, 1057,
a1 bf,,rc ,luly 1, 1961, under section 40161(a)(1) (tax on
truck., I)uses, tC.), and 100 purccut f fli tax rccirtd iftir
Junte MO. 11t61. unhr it/ (utUla)t 1);

()) 37' percent, of the tax received after June 30, 10,5,
and before Jilly 1, 1957, under section 4071(a)(1) (tax oil
tires of tie tyj)o used on highway vehicles);

(1.) 100 lr'vel' t of the taxes received after Juno 30, 1957,
under section 4071(a) (1), (2), (3), and (5) (taxes on tires
of tie type used on highway vehicles, other tires, and inner
tultbes);

(M) 100 percent of the tax received under section 4.181
(lax on use of certain vehicles); and

(G) 100 percent of the floor stocks taxes imposed by see.
tion 422C(a).

In the case of any tax described in sulparagraph (A), (B), or
(D), amounts received duringg the fiscal year ending lune 30,
1957, sha1ll be taken into account only to the extent, attributable
to liability , for tax incurred after June 30, 1950.

E(2) Exc.IS TAX ON AUTOMOIiES, P.trrs AND ACCESSOITIEs,
UT.-T'1here is hierl by appropriated to the Trust Fund, out of
money in the 'reastry not otherwise appropriated, amounts
equivalent, to that portion of the taxes received in the Treasury
after June 30, 1961, and before July 1, 1964, under subsection
(a)(2) (tax on passenger automobile;, etc.) and (b) (tax on parts
and accessories) of section 4061 of the Internal Revenue Code of
1954 which is equal to the amount which would have been so
received if the tax rate under each such subsection had been
5 percent in lieu of the applicable rate.] .

(3) LIABSILITIE-S INCUiRR-D BE-;FOIE LJul.y 1,] octoBrR 1, 1972,
VoR ,Ew or ISCRC.4S i) "AX:s.-Thlere is hereby al)l)rolriated to
the i'rust Fiund, out of any inoiney in the I reasi ry not otherwise
appropriated, amounts eqiuivalalit to tile following percent ages
of the taxes which are received in the [1reastury [after June 30,
1972, and before July 1, 1973. and which are attributable to
liability for tax inclirred before July 1, 1072.] after September 30,
1972, and before July 1, 1973, and whichare attributable to libiity

for fax ittcurred before Octobr 1, 197;?, undlr tho following pro-
visions of tile Internal Reveuio Code of 1954-

(A) 100 percent of the taxes under sections 4041 (taxes on
(iesel fuel and special motor fuels), 4071(a)(4) (tax on tread
rubber), and 4081 (tax on gasoline);

(B) 20 percent of the tax under section 4001(a)(1) (tax
on trucks, busCs, etc.);

E(C) 37, percent of the tax under section 4071(a)(1) (tax
on tires of the type used on highway vehicles); and]

(0) 60 percent of the tax under section 4071(a)(1) (tax on
tires of the type uvcd on highuxty vehicles) and 10 percent of the
tax under section 4071(a)(3) (tax on inner tubes for tires); and

(D) 100 percent of the tax under section 4481 (tax on use
of certain vehicles).

(4) MAErTop ov ThANSFER.-The amounts appropriated by
ararahs (1), (2), and (3) shall be transferred at. least mont.y

fronI the general fund of the 'Treasury to the Trust Fund on
the basis of estimates by the Secretary of the Treasury of the
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am11ountls, referred to ill jpialgrajplis (1). (2), J1n11 (3) rt'eiv'd ill
I l ~reisirv. Ili-toeri )(1 t m1 Ishalb ,i1t11 114ne ill [ he ii ,iolii

exesof or' 1111111mii tle 1oillits rewjlim('(l to lNe tiinsferred.

(r) 1Exiv.m:inrs: Mni~ Tl'nti, 1't!,). -

Fund $11111 Ilet ii ,iiltiloie. as. pride d byet lip U)JJUJ)iliIitt! Ats. fill
11i11kllng espeilifil um-sitr *h11ie :10. I9 .16, uint ht'rtil (dE-11I1%
(iciub, 1, 19 72, to met t Ihose oligatitmis orf lilt- L'itil t'tll sa

approttvedt #11Y 1t. I *I916,1. 11s amnlentd 1111d(11 'iijjt-i ed, ,hv

an it It tiliOiliblet' 1 ete.11-11it Iliiglwuiys (menii os ))' 0
of general aldmiitist raivt v'XJpells('5 oif ilie Btiit'uiti or I'lblit Rfld~s
pityald(' rroiii 14slii Hl)iolpiLiouis).

(2 RIAPiAYMETi~rOF AIJVANt'E$ FlItM ;I :iA.i\)' dlIC(
iuia1de pursantil it) subset ionl (d) S11all be revpaid. 111d nat rest onl
iteli ad vuliti 811lImilh pid. to tilie t'viteti iia orf ilit lriastirv
wl('i thle "Secreoarv or (lit h' t h l'I('IIii(5 11111 mlou'e s ure
1vilillible ill (lie Truist F4,1nn! for simel1 piumrposes. 8tit0 jl (ert'S

S111111 be fit rato's 'ompu~ltedt illfile 811111(' iiiuliilit' 11, piovitleill
si1eltel ionl (019() fil Rpei'il Oligil 10i11114101111iugl ImQ te'imponiIdQe

(3) 'I'IANSFEIS FROUM TRUST FUNDJ Poll G' %-:M.EA)ii ON FAkilms
AND) FOiR CERITAIN OTHRi:i iwiti'Si.-I'hle SP'11111111 Of flip
Treas~~ury~ shall pity fr'om timeW to timeW from te Trust 14,1nd into

hie general futind of thie T1rensiiry amounts1 e'cliivtalb;i to (ihe
amounts paidl before July 1, 1973, inider sect ions 6142( (rt,11I itig
to jimointS p01(1 ili respectl of gasoline utit oil formus) utuid (11211
(relating to amouts paid( inl resp~ect of gasoline used ror eviltim
noidtighway purposes or by local transit systems) or the it (('11111
Revenue Cot It or 19-54 on tilie basis of ladins liltd for periodd.
begitininig art er .Jtme 30o, 19-50, a1n1( ending before EhJuyIY 1,3
Odobier 1. 19"2.
(4) 1972 FL~OOR STOCKS nEMINDS-The Secretary of the

Treasury shall pay fromt time to ime, from (te T1rust. Fid into tlt,
general fund of tile Treasury amounts equivalent to the followingc
IperceiitlgeS of thle floor sto'ckst refunds made before July 1, 1973'$
under section 6412(a)(2) of thle n1trernal Revenue ('ode*of 15.1-

(A) 40 percent of the refunds in respect, of articles subject.
to thle tax imposed by section 4061 (a)(1) of suchi Code
(trucks, buses, etc.);

(B) 100 percent, of the refunds in respect of articles subject,
to tax under Lsection 4071(a) (1) or (4) of such Code (tire's
of (hoe type usedI onl highway vehicles andtt tread! ruibber)]
gectwon 4071 (a.) (1), (8), or (4) of euck Ctode certainn tire, lubts,
and tread rubber); and

(C E66%3 80 percent. of tits refunds int respect of gasoline
subject, to tax under section 4081 of such Code.

[(5) 1901 FLOOJI STOCKSB JEFI;NDs ON asouIn.-Tue "vere-
tury of the Treasury shall pay from tinme to time from thet TIrust.
Fundl into the gener-al fund of (ile '1'reasurv amounts eqivilent
to the floor stocks refuinds, made before July 1, 19624., under Sec-
tion 6412(a)(3).
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SECTION 111 OF TITLE 23, UNITED STATES CODE
I III, AGREEMENTS RELATING TO USE OF AND ACCESS TO RIGHTS.

OF.WAY-INTERSTATE SYSTEM
All agreements between the Seretary and the State highway depart-

mont for tile construction of projects on the Intorstato System shall
contain a clause providing that the State will not add any points of
access to, or exit from, tile project in addition to those approved by the
Secretary in the plans for such project, without the prior approval of
the Secretary. Such agreements slall also contain a clause provid-
ing that the State will not permit automotive service stations or other
commercial establislments for serving motor vehicle users to be con-
structed or located on the rights-of-way of the Interstate System.
[Such agreements may, however, authorize a State or political sub.
division thereof to use the airspace abovo and below the established
grade line of the highway pavement for the parking of motor vehicles
provided such use does not interfere in any way with the free flow of
traffic on the Interstate System.) Such agreements may, howerer, au.
thorize a State or political subdivision thereof to use or permit tle tuse of
the airspace above and below the established grade line of the highway
pavement for such purposes as will not impair the full use and safety
of the highway, as will not require or permit vehicular access to suck pace
directly from suhc establil.s d grads line of tle highway, or otheruipe in-
lerfere in any uay with thefree flow of traffic on te Interstate System.

INTERNAL REVENUE CODE OF 1954

CHAPTER 31-RETAILERS EXCISE TAXES

Subchapter E-Speclal Fuels

Sec. 4041. Imposition of tax.
Sec. 4012. Cross reference.

SEC. 4041. IMPOSITION OF TAX.
(a) Dirs ;t. Fur.-There is hereby imposed a tax of [3 cents] 4

cent" a gallon upon any liquid (other than any product taxable un er
section 4081)-

(1) sold by any" person to an owner, lessee, or other operator of
a diesel-powered highway vehicle, for use as a fuel in such vehicle;
or

(2) used by any person as a fuel in a diesel-powered highw y
vehicle unless there was a taxable sale of such liquid under pala-
graph (I).

In the case of a liquid taxable under this subsection sold for use or
used as a fuel in a diesel-powered highway vehicle (A) which (at tile
time of such sale or use) is not registered, and is not required to be
registered, for highway use under the laws of any State or for ign
country, or (B) which, in the case of a diesel-lowered highway vehicle
owned by the United States, is not used on tile highway, the tax im-
posed b y paragraph (1) or by paragraph (2) shall be 2 cents a gallo I.
If a liquid on winch tax was imposed by paragraph. (1) at tite rate of
2 cents a gallon by reason of the preceding sentence Is used as a fuel in
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a diesCl-powQred highway vehicle (A) which (at the time of such use)
is registered, or is required to be registered, for highway use tinder the
laws of any Stato or foreign country, or (B) which, in the case of a
diesel-powerd highway vehicle owned bky the United States, is used
on the highway, a tai of E1 cent,] 2 cents it gallon shall 1)e imposed
un(ler paragraph (2).
(h) Sr:cEIA,4 MOTOR F Ls.--There is hereby imposed a tax of

-3 cents] 4 cents a gallon upon benzol, beIneii, Inpliphi, liquefied
pDetle rumi gas, or any other liquid (olher thin kerosene, gas oil, or
fuel oil, or any product taxablo under section 4081 or subsection (a)
of this section)-

(1) sold by any person to an owner, leseve, or other operator of
a motor vehic, notorl)oat, or airplane for use as a fuel for the
propulsion of such motor vehicle, motorbioat, or airplane; or

(2) used by any person as a fuel for the propulsion of a motor
vehicle, tnotorboat, or airplane unless there was a taxable sale of
such liquid under paragraph (1).

In the case of a liquid taxalo under this subsection sold for uso or
used otherwise than as a fuel for the propulsion of a highway vehicle
(A) which (at the time of such sale or use) is registered, or is required
to he registered, for highway use under the laws of any Sate or foreign
country, or (B) which, in the case of a highway vehicle owned by tho
United States, is used un the highway, the tax imposed by paragraph
(1) or iy paragraph (2) shall be 2 cents a gallon. If a liquid on which
tax was posed by paragraph (1) at the rate of 2 cents a gallon by
reason of the preceding sentence is used as a fuel for the propulsion
of a highway vehicle (A) which (at the thue of such use) is registered,
or is required to be registered, for highway use under the Jaws of any
State or foreign country, or (B) which, in tie case of a highway vehicle
owned by the United States, is used on the highway, a tax of ti cent.]
2 cenl18 a gallon shall be imposed under paragraph (2).

(c) RArE RE)uNrox.-On and after (July 1.] Oclober 1, 1972-
(1) the taxes imposed by this section shall be 1%[ cents a

gallon; and
(2) the second and third sentences of subsections (a) and (b)

shal not apply.
(d) ExIrP.rTIo FOR FArM UsE-

(1) Exm pmox.-Under regulations prescribed by the Secre-
tary or his delegate-

(A) no tax shall be imposed under subsection (a)(1) or
(b)(1) on the sale of any liquid sold for use on a farm for
farming purposes, and

(B) no tax shall be imposed under subsection (a)(2) or
(b)(2) on the use of any liquid used on a farm for farming
purposes.

(2) USE ON A FARM FOR FARMING PurPoEs.-For purposes of
paragraph (1) of this subsection, use on a farm for farming pur-
poses shall be determined in accordance with paragraphs (1), (2),
and (3) of section 0420(c).

(e) ExErMroN FOR UsE AS SUPPLIES FOR VrssELs.-Under regula-
tions prescribed by the Secretary or his delegate, no tax shall be im-
posed tinder subsection (b) in the case of any fuel sold for use or used
as supplies for vessels or aircraft (within the meaning of section 4221
(d)(3)).
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C(f) TEMPOItAIty INcIHiAs:s it TAx.-On and after October 1,
1050, and before July 1,1061-() if (without, regard to this subsection) the tax imposed by

subsection (a) or (b) is 3 cents a gallon, (lie tax imposed by such
subsection shall be 4 cents a gallon, and

uA(2) if (without regard to this subsection) the tax imposed
uc er p aragral)h (2) of subseetion (a) or (b) is I cent, a gallon,
(the tax ill)OSCd under such paragraph shall be 2 ceIts it gallon.]

CHAPTER 32-MANUFACTURERS EXCISE TAXES

SIociiATruRt A. Atooiotive and related Items.
S'uCe. eAur It. H Iousehold type equilpment, etc.

1'11CIIAP1rr (. Entertcinlnt equinllt.
sm1 iciiAIrI'EI 1). ]tertonrtill e.qU||plleli.

U8eCIIAITF-u E. Other Items.
81ttIIAI TIR ]F, V. special provislotis uppllCablo to ainfiteiwttrers ta.
SURII8APT E (. xemptiouis, ',gistritilOn, etc.

Subchapter A-Automotive and Related Items

Part I. Motor vehicles.
Part 11. Tires and tubes.
Part 111. Petrulcum products.

PART I-MOTOR VEHICLES

See. 4061, Imositlon of tax,
Sec. 4062. I)eiit ions.
Sec. 4063. ]cnemptiolas.

SEC. 4061. IMPOSITION OF TAX.
(a) Au oMolJI5.-s l'here is herebyi imposed upon the following

articles includingg in (acll case palts ot' alccessories therefor sold on or
ill collnectioll th4erewith or wilt, tile stle titereof) sol by the mnn-
fa't urel, l rodut 'er, or importer a tax equivalelt, to tile specified
pelr'telit of (lie prive for which So sold:

(1) Articles taxable at. 10 parent, exct (l tihat, on anl after
E#JulV I,] O(lobrr 1, 1972, tlt( rate shall be 5 )ercent--

Automolbih, truck chassis.
Automobile truck bodies.
A: tolliobile bus chaSsis.
.Autoutiobile bus bodies.
Truck and bus trailer and semitrailer chassis.
Truck and itrbs trailer and semitrailer bodies.
Tractors of the kind chiefly used for highway transporta-

tiolt ill combination with a trailer or semitrailer.
A sale of ai autonolmile truck, bus, truck or bus trailer or seni-
trailer shall, for the purposes of this paragraph, be considered to
be it sale of the chassis and of the body.

(2) Articles taxable at 10 percent, except that on and after
July 1, 1901, (lie rate shall be 7 percent-

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

Chassis and bodies for trailers and semitrailers (other than
house trailers) suitable for use inl connection with pas-
senger atitomobiles.
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A sale of an automobile, trailer, or semitrailer shall, for the
purpo.s of this parag raph, be considered to bo a sale of the
chassis and of the bod(y.

PART I1-TIRES AND TUBES
Sec. 4071. Imposition of tax.
Sec. 4072. )e tuitions.
Sec. 4073. Exemptions.

SEC. 4071. IMPOSITION OF TAX.
(a1) IMPOSITION AVD RATE OF TAx.-There is hereby imposed upon

the following articles, if wholly or in part, of rubber, so1 by the mnaiu.
facturer, producer, or importer, a tax at, the foowing rates:

(1) Tires of the type used on highway velicles, [8 cents]
10 Celtli ia pound.

(2) Other tires (other than laminated tires to which paragraph
(5) applies), 5 cents it pound.

(3) Inner tubes for tires, [9 cents] 10 cents a pound.
(4) Tread rubber, [3 cents] 6 cents a pound.
(5) Laminated tires (not of the type used on highway vehicles)

which consist wholly of scrap rubber from used tire casings with
an internal metal fastening agent, 1 cent, a pound.

(b) DETMIxT.,rzO. OF WEIGHT.-For purlmses of this section,
weight shall he based on total weight, except, that in the case of tires
such total weight, shall be exclusive of metal rims or rim bases. Total
weight of the articles shall be determined under regulations prescribed
by the Secretary or his delegate.

(c) RAT REDWTCTIO .-- On and after EJuly 1,] October 1, 1970-
(1) the tax hnposed by paragraph (1) of subsection (a) shall

be 5 cents a. pound; [and]
(2) the tax imposed by paragraph (8) of subsection (a) shall be .

9 cents a pound: and
[(2)] (3) paragraph (4) of subsection (a) shall not apply.

* * * * * * *

PART Ill-PETROLEUM PRODUCTS
Sthpart A. Gasoline.
Subpart D. mttbricating oil.
Subpart C. Special provisions applicable to petroleum products.

Subpart A-Gasoline
See. 4081. Imposition of tax.
Sec. 4082. Definitions.
See. 4083. Exemption of sales to producer.
See. 4081. Cross references.

SEC. 4081. IMPOSITION OF TAX.
(a) IN GOENEnAi,.-Thero is hereby imposed on gasoline sold by the

producer or importer thereof, or by any producer of gasoline, a tax of
13 cents] 4 cents a gallon.

(b) RATT REDUCTION.-On and after [July 1,] October 1, 1972, the
tax imposed by this section shall be 1)} cents a gallon.
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(c) TuiponARY INcREAsz IN TA.-On and after October 1 1959,
an before Jul 1, 1961, the tax imposed by this section shaft be 4
cents a gallon.f

Subehapter F-Special Provisions Applicable to Manufacturers Tax

SEC. 4218. USE BY MANUFACTURER OR IMPORTER CONSIDERED
SALE.

(a) GENERA, RULE.-If any person manufactures, produces, or
imports an article (other than an article specified in subsection (b),
(c), or (d)) and uses it (otherwise than as material in the manufacture
or production of, or as a component part of, another article taxable
under this chapter to be manufactured or produced by him), then he
shall be liable for tax under this chapter in the same manner as if
such article were sold by him. This subsection hall not apply in the
case of gasoline used by any person, for nonfud purposes, as a material
in the manufacture or production of another article to be manVfactured
or produced by him.

gb) Tnis, TuBES, AND AUTOMOBILE REcEIvING SErs.-Except
as provided in subsection (d), if any person manufactures, produces,
or imports a tire or inner tube taxable under section 4071, or an
autoobile radio or television receiving set taxable under section
4141, and sells it on or in connection with the sale of any article, or
uses it, then lie shall be liable for tax under this chapter in the same
manner as if such article were sold y him.

(c) AUTOMOBILE PARTS, RADIO COMPONENTS, CAMERA LENsEs,
ETc.-If any person manufactures, produces, or imports a part or
accessory taxable under section 4001(b), a radio or television com-
ponent taxable under section 4141, or a camera lens taxable under
section 4171, and uses it (otherwise than as material in the manu-
facture or production of, or as a component part of, any other article
to be manufactured or produced by him), then lie shall be liable for
tax under this chapter in the same manner as if such article were
sold by him.

(d) BICYCLE TIREs AND TuBES.-If any person manufactures, pro-
duces, or imports a bicycle tire (as defined in section 4221(o)(4)(B))
or an inner tube for such a tire, and uses it (otherwise than as material
in the manufacture or production of, or as a component part of, a
bicycle, other than a rebuilt or reconditioned bicycle, to be manu-
factured or produced by him), then he shall be liable for tax under this
chapter in the same manner as if such article were sold by him.

(e) COMPUTATION OF TAx.--Except as provided in section 4223(b),
in any case in which a person is ma do liable for tax by the preceding
provisions of this section, the tax (if based on the price for which the
article is sold) shall be computed on the price at which such or similar
articles are sold, in the ordinary course of trade by manufacturers,
producers, or importers, thereof, as determined by the Secretary or
his delegate.
SEC. 4219. APPLICATION OF TAX IN CASE OF SALES BY OTHER THAN

MANUFACTURER OR IMPORTER.
In case any person acquires from the manufacturer, producer, or

importer of an article, by operation of law or as a result of any trans-
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action not taxable under this chapter, the right to sell such article, the
sale of such article by such person shall be taxable under this chapter
as if made by the manufacturer, producer, or importer, and such
person shall be liable for the tax.

Subehapter G-Exemptions, Registration, Etc.
Sec. 4221. Certain tax-free sales.
Sec. 4222. Registration.
Sec. 4223. Special rules relating to further manufacture.
See. 4224. Exemption for articles taxable as Jewelry.
See. 4225. Exemption of articles manufactured or produced byIndlins.
Soc. 4220. Floor stocks taxes.
Soc. 4227. Cross references.

SEC. 4221. CERTAIN TAX-FREE SALES.
(a) GENERAL RuL.-Under regulations prescribed by the Secre-

tary or his delegate, no tax shall be imposed under this chapter on
the sale by the manufacturer of an article--

(1) for use by the purchaser for further manufacture, or for
resale by the purchaser to a second purchaser for use by such
second purchaser in further manufacture,

(2) for export, or for resale by the purchaser to a second
pire.haser for export.
(3) for use by the purchaser as supplies for vessels or aircraft,
4) to a State or local government for the exclusive use of a

State or local government, or
(5) to a nonprofit educational organization for its exclusive

use, .
but only if such exportation or use is to occur before any other use.
(b) Pacer0 o RzSAL FOR FURTHER MANUFAcrruRi; PRooF OF

ExPoRT.-Where an article has been sold free of tax under sub-
section (a)-

(1) for resale by the purchaser to a second purchaser for use
by-such second purchaser in further manufacture, or

(2) for export, or for resale by the purchaser to a second pur-
chaser for export,

subsection (a) shall cease to apply in respect of such sale of such
article unless, within the 6-month period which begins on the date
of the sale by the manufacturer (or, if earlier, on the date of shipment
by the manufacturer), the manufacturer receives proof that the article
has been exported or resold for use in further manufacture.

(C) MANUFACTURER REIEVED Fnoi LIABILITY IN CERTAIN
CAsEs.-In the case of any article sold free of tax under this section
(other than a sale to which subsection (b) applies), and in the case
of any article sold free of tax under section 4003(b), 4083, or 4093, if
the manufacturer in good faith accepts a certification by the pur-
chaser that the article Nill be used in accordance with the applicable
provisions of law, no tax shall thereafter be imposed under tis chap-
ter in respect of such sale by such manufacturer.

(d) DEFINITIONS.-For purposes of this section--
(1) MANuFAcTunEn.-Th1e term "manufacturer" includes a

producer or importer of an article.
(2) ExPoRT.-The term "export" includes shipment to a pos-

session of the United States; and the term "exported" includes
shipped to a possession of the United States.
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(3) SUPPLIES Pol VESSELS OR AIICRArr.--Tho term "supplies
for vessels or aircraft" ineants fuel supplies, ships' stores, sea
stores, or legitimate equipment on vessels of war of the United
States or of any foreign nation, vessels employed in the fisheries
or in the whaling business, or vessels actually engaged in foreign
trade or trade between the Atlantic and Pacific ports of tMew
United States or between the United States and tany of its pos.
sessions. For purposes of the preceding sentence, the tern
d"ve*stIs" includes civil aircraft employed in foreign trade or trade
between tie United States and any of its possessions, and the
term "vessels of war of the United States or of any foreign nation"
includes aircraft, owned by the United States or by any foreign
nation and constituting it part. of the armed forces thereof.

(4) STATE O LOCAL GOVEHN.ENT.-The term "State or local
government" ieans any State, any political subdivision thereof,
or the District, of Columbia.

(45) NONPJIOFIT EDUCATIONAL ORGAIZATIO.-ThO tern "non.
)rofit eduational organization" means an educational organ-

ization described in section 503(b)(2) which is exempt from
income tax under section 801(a). The term also includes a
school operated as an activity of an organization describedd in
section 501 (o)(3) which is exempt from income tax under section
501(a), if such school normally maintains a regular faculty and
curriculum and normally has a regularly enrolled body of impils
or students in atten(lance t. the place where its educational
activities tro regularly carried on.

(I6) USE IN FURTiEll MIANUFACTURE.-An article shall be
treated as sold for use in further manufacture if-

(A) such article (other than an article referred to in sub-
paragraph (B)) is sold for use by the purchaser as material
in the manufacture or production of, or as a component part
of, another article taxtible under this chapter to be manu-
factured or produced by him; [or]

(B) in the case of a part or accessory taxable under section
4061 (b), a radio or television component taxable under
section 4141, or a camera lens taxable under section 4171,
such article is sold for use by the purchaser as material in
the manufacture or production of, or as a component part
of, another article to be manufactured or produced by
hiimf.I; or

(C) in. the case of gasoline taxable under section 4081, such
gasoline is sold for use by the purchaser, for nonfuel purposes,
as a material in the manufacture or production of another
article to be manufactured or produced by him.

SEC. 4226. FLOOR STOCKS TAXES.
(a) IE GEERAL.-

(1) 1950 TAX ON TRUCKS, TRUCK TRAILERS, BUSES, BTC.-On
any article subiect to tax under section 4061(a)(1) (relating to
tax on trucks, truck trailers, buses, etc.) which, on July 1, 150,
is held by a dealer for sale, there is hereby imposed a floor stocks
tax at the rate of 2 percent of the price for which the article
was purchased by such dealer., If the price for which the article
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was sold by the manufacturer, producer, or importer is established
to the satisfaction of the Secretary or his delegate, then in lieu
of the amount specified in the preceding sentence, the tax
imposed by this paragraph shall be at the rate of 2 percent of
the price for which tle article was sold by the manufacturer,
producer, or importer.

(2) 1950 TAX ON TIRES OF THE TYPE USED ON OIhWAY VE-
HIcLEs.-On tires subject to tax under section 4071(a)(1) (as
amended by the Highway Revenue Act of 1950) which, on
July 1, 195 , are held-

(A) by a dealer for sale,
(B) for sale on, or in connection with, other articles held

by the manufacturer, producer, or importer of such other
articles or

(0) for use in the manufacture or production of other
articles,

there is hereby imposed a floor stocks tax at the rate of 3 cents a
pound. The tax miposed by this paragraph shall not apply to
any tire which is hold for sale by the manufacturer, producer, or
importer of such tire or which will be subject under section
4218(a)(2) or 4219 to the manufacturers exciso tax on tires.

(3) 1950 TAX ON TREAD nuBBi.R.--On tread rubber subject to
tax under section 4071(a)(4) (as amended by the Highway
Revenue Act of 1956) which, on July 1, 1956, is held by a dealer,
there is hereby imposed a floor stocks tax at the rate of 3 cents
a pound. The tax imposed by this paragraph shall not apply in
the case of any person if such person establishes, to the satisfac-
tion of the Secretary or his delegate, that all tread rubber held
by him on July 1, 1950, will be used otherwise than in the re-
capping or retreading of tires of the type used on highway vehicles
(as defined in section 4072(c)).

(4) 1956 TAX ON GASoTIJ.-On gasoline subject to tax under
section .4081 which, on July 1, 1956, is held by a dealer for sale,
there hereby imposed a floor stocks tax at the rate of 1 cent
a gallon. The tax imposed by this paragraph shall not apply to
gasoline in retail stocks held at the place where intended to be
sold at retail, nor to gasoline held for sale by a producer or im-
porter of gasoline.

(5) 1959 TAX ON OASOLINE.-On gasoline subject to tax under
section 4081 which, on October 1, 1959, is held by a dealer for
sale, there is hereby imposed a floor stocks tax at the rate of 1
cent a gallon. Tho tax imposed by this paragraph shall not
apply to gasoline in retail stocks held at the place where in-
tended to be sold at retail, nor to gasoline held for sale by a
producer or importer of gasoline.

(6) 1961 TAXR8 O.v CERrAI.V TIRS A'D INNER TUBH.--On
tires subject to tax tinder section 4071(a)(1), and on inner tubes
subject to tax under section 4071(a)(8), which, on July 1, 19061, are
held-

SA) by a dealer for sale,
B) for sale on, or in connection with, other artides held by

the manufacturer, producer, or importer of stich other artides, or
(C) for use in the manufacture or production of other articles,

there is hereby imposed a floor stocks tax at the rate of 2 cents a
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pound in the case of such tires, and afloor stocks tax at the rate of I
cent a pound in the case of such inner tubes. The tazes imposed
by this paragraph shall not apply to any tire or inner tube ichwth is
hed.or sale by the manufacturer, producer, or importer of such tire
or tube, or which will be subject under section 4218(b) or 4219 to
the manufacturers excise tax on tires or inner tubes.

(7) 1961 rAx o.v rEJ.AD RuB sJER.-On tread rubber subject'to
tax und(r section 4071(a)(4) ohich, on July 1, 1961, is held by a
dealer, there is hereby imposed ajfoor stocks tax at the rate of 2 cents
a pound. The tax imposed by this paragraph, shall not apply in
the ease of any person if such person establish, to the satiNfaction
of the Secretary or his delegate, that all tread rubber held by lim on
JYly 1, 1961, will be used otherwise than in, the recapping or rtrad-
trg of tires of the type used on highway vehicles (as defined in section
4042c)).

(b) OVEIPAYMNX:NT oF Ftoo STOCKs TAXES.-Sctiou 0410 shall
apply in respect of the floor stocks taxes imposed by this section, so
as to entitle, subject to all provisions of section 0410, any person
paying such floor stocks taxes to a credit or refund thereof for any
of the reasons specified in section 0410.

(c) MRANING op TErms.-For purposes of subsection (a), the terms
"dealer" and "held by a dealer" have the meaning assigned to them
by section 0412(a)(4). .

(d) Du, DATH OF tAxEs.-Tho taxes imposed by subsection (a)
shall be paid at such time after September 30, 1950, as may be pre-
scribed by the Secretary or his delegate; except that the tax imposed
by paragraph (5) shall be paid at such time after December 31, 1959,
as may be prescribed by tho Secretary or his Edelegato.] delegate,land
except that te taxes' imposed by paragraphs (6) and (7) shall be paid at
such time after September 30, 1961, as may be prescribed by the Sicretary
or his delegate.

CHAPTER 36--CERTAIN OTHER EXCISE TAXES

Subchapter D-Tax on Use of Certain Vehicles

Sec. 4481. Imposition of tax.
Sec. 4482. Definitions.
Sec. 4483. Exemptions.
Se. 4484. Cross reference.

SEC. 4481. IMPOSITION OF TAX.
(a) IMPosITIoN OF T,&x.-A tax is hereby imposed on the use of

any highway motor vehicle which (together with the semitrailers and
trailers customarily used in connection with highway motor vehicles
of the same type as such highway motor vehicle) has a taxable gross
weight of more than 26,000 pounds, at the rate of r$1.50] $3.00 a
year for each 1,000 pounds of taxable gross weight or fraction thereof.
In the case of the taxable period beg ',nng on July 1, 1972, and endin
on September 30, 1972, the tax shall be at the rate of 75 cents for such
period for each 1,000 pounds of taxable gross weight or fraction thereof.

(b) BY WHOM PAID.-The tax imposed by this section shall be paid
by the person in whose name the highway motor vehicle is, or is re-



FEDERAL-AID HIGHWAY ACT OF 1961

quired to be, registered under the law of the State in which such ve-
hicle is, or is required to be, wgistered, or, in case the highway motor
vehicle is owned by the United States, by the agency or instrumon-
tality of the United States operating such vehicle.

((c) PRORATION OF TA.-If in any year the flist use of the high-
way motor vehicle is after July 3 1, the tax shall be reckoned propor-
tionately fromn the first day of the month in which such use occurs to
and including the 30th day of Juno following.

i(d) OKI; PAtYMENT PE;R YEAR.,--If the tax ifllpOSe by this section
is paid with respect to any highway motor vehicle for any year, no
further tax shall be imposed hy this section for such year with respect
to such vehicle.]

(c) PRoRArtio or TAx.-!f in any taxable period the first uSE! of
the 1ighqway motor vehicle is after the drst month in such period, the tax
shall be reckoned proportionately from the first day (if the month in which
such use occurs to and induding 'the last day in such taxable period.

(d) O e TA.x LtADIkTry PAR PERIO.-
(1) Ix ORNERAL.-To the extent that the tax inmpasd by this

section is paid with respect to anyt highway motor rehide for any
taxable period, no further tax shall be imposed by this section for
such taxable period with respect to such vehicle.

2) CRoss SRFEReNCR.-
For privilege of paying tax imposed by this section in Install-

ments, see section 6156.
(e) PznoD TAx IN EFFEc'.-The tax imposed by this section shall

alply only to use rafter Juno 30, 1950, and before July 1, 1972]
before October 1, 1972.
SEC. 4482. DEFINITIONS.

(a) HIGHWAY MOTOR VmrcrE.-For purposes of this subchapter,
the term "highway motor vehicle" means any motor vehicle which
is a highway vehicle.

(b) TAXAnlH Gross WEIGHT.-For purposes of this subchapter,
the term "taIWable gross weight", when used with respect to any
highway mot6r vehicle, neans the sum of-

(1) tho actual unloaded weight of-
. (A) such highway motor vehicle fully equipped for serv-
ice, and

?B) the semitrailers and trailers (fully equipped for
service) customarily used in connection with highway motor
vehicles of the same type as such highway motor vehicle, and

(2) the weight of the maximum load customarily carried on
higway motor vehicles of the same typo as such highway motor
vehicle and on the semitrailers and trailers referred to in para-
graph ()(B).

Taxable gross weight shall be determined under regulations prescribed
by the Secretary or his delegate (which regulations may include
formulas or other methods for determining the taxable gross weight
of vehicles by classes, specifications, or otherwise).

(c) OTHER DEFINTIoNS.-For purposes of this subchapter-
(1) STATC.-The term "State' means a State, a Territory of

the United States, and the District of Columbia.
(2) YEAR.-The term "year" means the one-year period

beginning on July 1.
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(3) Usa.-The term "use" means use ii the United States on
tile uhlio highways.

(/s) T:XARLR Pi.-Rion.-The terni taxablee lieriod" means arty
year belint mniq before July 1, 1972, awl the period which begitts on
Jilly, 1, 1,972, am! cmis ai the close of Stpteimber 30, 1972.

CHAPTER 62-TIME AND PLACE FOR PAYING TAX

SUrett'n.It A. Phace and (lifo date for payment of tax.
Stm:vImArrlt 11. .i;xtesions of tit, for Imynwnt.

Subchapter A-Place and Due Date for Payment of Tax

Sec. 0151. Time and place for paying tax shown on returns.
84-u. 0152. 1inallnent pay ntns.
8Lje. 015:1. ist tillment plyInents of estinitted Income tax by lndi-

Sec. 0151. Insttill;ent, paynients of estimated Income tax by cor-
l1ora! lol.s,

Sec. 0155. Paynt on notice and (eman1d.
*sco. 1116. hn;lalh,ernt payinwilds of tax on usc of highway motor

4,hies,
See. £061503]6167. Payment of taxes under provisions of the TariffAct.

SEC. 6151. TIME AND PLACE FOR PAYING TAX SHOWN ON RETURNS.
(R) GH-SxiE.RAL RLLE.-EXCCJ)t as ot(erWiSe provided in this section,

wlMvn a return of tax is required under this title or regulations, the
person required to make such return shall, without assessment or
notice and demand froin th, Secretary or his delegate, pay such tax
to the principal internal revenue oiler for th1 interned revenue
district in which the return is required to be filed, and shall pay such
tax at the time and place fixed for filing the return (determined without
regard to any extension of time for filing the return).

(b) Excirroxs.-
(1) INCOME TAX .NOT COMPUTED BY TAXPAYEr.-If the taxpayer

elects under section 6014 not to show the tax on the return, the
amount determined by the Secretary or his delegate as payable
shall be paid within 36 days after the mailing by the Secretary or
his delegate to the taxpayer of a notice stating such amount
and making denanl therefo'.

(2) USE OF GOVERNBM.NT DEPoSITA Es.-For authority of the
Secretary or his delegate to require Payments to Government
depositories, see section 6302(c).

(c) DAT, FixED FOR PAYMENT OF TAX.-In any case in which a
tax is required to be paid on or before a certain date, or within a cer-
tain period, any reference in this title to the (late fixed for payment of
such tax shall'be deemed a reference to the last day fixed for such
payment, (determined without regard to any extension of time for
paying the tax).
SEC. 6152. INSTALLMENT PAYMENTS.

(a) PRIVILEGE TO ELECT TO 'MAKE INSTALLMENT PAYMENTS.-
(1) CORPORATIoNS.-A corporation subject to the taxes in-

posed .by chapter 1 may elect to pay the unpaid amount of such
taxes in installnents as follows:
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(A) with respect to taxable years ending before Deceimber
31, 1954, four installnents, the first two ol which sill' be 45
percent, respectively, of such taxes and the last two of which
shall be '5 percent, respectively, of such taxes;

(B) with respect to taxale yeaNs ending on or after
December 31, 1954, two equal installnents.

(2) EsTAT ES oP r)ECEQNTS..A ordecldeit's estate subject to
tile tax imosed )y chapter 1 may elect to piay such tax in four
equal illsta11(llets.

(b) DATES PR:scRtIBD 17,o1 P.AYME.NT OF IN'ST.AI.M ENTS.--
(!) FOUR INSTAhm•MENI..-It any V1s18 (other thai payltienlt of

estimated income tax) in which the tax ti1aN be laid in four
installents, the first installinlent shall be paid on A" (idate Ire-
s8(ri)ed for the l)ayn'nt of the lax, the second ilnstallnent shall be
paid on or before 3 months, the third installment,. on or before
0 months, and the fourth installnent on or before 0 months, after
such date.

(2) Two .NSTALtAI.ETs.-Tn any case (other than payment of
estimated income tax) in which the tax may bo tid in two
installments, the first installment shall be pail on tie (late pre-
scribed for the payment of the tax, and tie second installment
shall be paid on or before 3 months after such date.

(c) PRORATION OF DEFmCTrxc Y TO INSTALLMENTS.-If al election
has been made to pay the tax imposed by chapter I in installments and
a deficiency has been assessed, the deficiency shall be prorated to such
installments. Except as provided in section 0861 (relating to jeopardy
assessments), that part of the deficiency so proratPeA to any install-
nent, the date for payment of which has not arrived shall be collected
at the same time as aniid as part of such installment. That part of the
deficiency so prorated to any installment the (late for payment of
which has arrived shall be paid upon notice and demand from the
Secretary or his delegate.

(d) ACCELERATION OP PAYMET.-If any installment (other than an
installment of estimated income tax) is not paid on or before the date
fixed for its payment, the whole of tie unpaid tax shall be paid upon
notice and demand from the Secretary or his delegate.
SEC. 6153. INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX

BY INDIVIDUALS.

SEC. 6154. INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX
BY CORPORATIONS.

* *I *l * *1 *I

SEC. 6155. PAYMENT ON NOTICE AND DEMAND.
(a) GONERAL.' RuI4 .- Upon receipt of notice and demand from the

Secretary or his delegate, there shall be paid at the place and time
stated in such notice the amount of any tax (including any interest
additional amounts, additions to tax, and assessable penalties) stated
in such notice and demand.

(b) Cross REFERENCES.-
(1) For restrictions on assessment and collection of deficiency

assessments of taxes subject to the jurisdiction of the Tax Court,
see sections 0212 and 6213.
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(2) For provisions relating to assessment of claims allowed in
a bankruptcy or receivership proceeding seo section 6873.

(3) For provisions relating to jeoparty assessments, seo sub-
chapter A of chapter 70.

SEC. 6156. INSTALLMENT PA YMENTS OF TAX ON USE OF IIIGHIA Y
MOTOR VEIICL ES.

(a) Pn1 tsEO8 To ), Tax ix INrsrAL,.vMr,1rs.-f the taxpayer
Jies a return, of the tax imposed by section 4481 on or before the cate
prescribed for thefiling of such return, he may elect to pay the tax shown
on such return, in equal installments in accordance witA& the following
table:

The nambe r of
installments

I liability is incurred in- shall be-.
Jul, August, or September.------------------.4
October, Noremnber, or Decemnber-------------- 3
January, February, or March ...................... --

(b) lres PFon P.al 'Xo [xsrTAL.vxTrs.-fn the case of any tax pay-
able in installments by reason of an, section under subsect'n. (a)--

(1) the first installmen( shall be paid on the date prescribed frr
payment of the tax,

(2) the second installment shall be paid on or before the last day
of the third month following the calendar quarter in which the
liability was incurred

(3) the third installment (if anp) shall be paid on or before the
last lay of the sixth month following ite calendar quarter in which
the liability was incurred, aid

(4) the fourth installment (if any) shall be paid on or before the
last day o? the ninth month following the calendar quarter in, which
the liability was incurred.

(c) PnoRArTi OF ADDIrtoNL.4t TAx ro INsrALLe ENr.-rf an elec-
lion has been made under subsection (a) in respect of tax reported on a
return filed by the taxpayer and tax required to be shown but not shown
on suc) return is assessed before the date pres&ibed for payment of the
last installment, the additional tax shall be prorated equally to the install-
nents for which. the election uws made. That part of the additional tax

so prorated to any installment the date for payment qf which has not
arrived shall be collected at the same time as and as part of such install-
ment. That part of the additional tax so prorated to any installment the
,late for payment of which. has arrived shall be paid upon notice and
demand from the Secretary or his delegate.

(d) ACCELRArTION OF PA4YMENr.-If the taxpayer does not pay any
installment under this section on or before the date prescribed for its
payment, the whole of the unpaid tax. shall be paid upon notice and demand
from the Secretary or his ddegate.

(e) SECTION INAPPLICABLE TO C lrAi LIA Ii tiS..-Thi section
shall not apply to any liability for tax incurred in-

(1) April, May, or June of any year, or
(2) July, August, or September of 1972.
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SEC. E61563 615r. PAYMENT OF TAXES UNDER PROVISIONS OF THI
TARIFF ACT.

For collection under tile provisions of the Tariff Act of 1030 of tile
taxes imposed by section 4501(b), and sulbChapters A, ]1, 0, D, and E
of chapter 38, see sections 4504 and 4601, respectively.

CHAPTER 65-ABATEMENTS, CREDITS, AND REFUNDS

Subchapter B-Rules of Special Application

8EC. 6412. FLOOR STOCKS REFUNDS.
(a) Ix GENERA,.-(1) PssEXoEn A UTOMOmfl E8, ETc.-Where before July 1, 1061,

any article subject to the tax iinposed by section 4061 (i) (2) has
been sold by the manufacturer, producer, or importer and on
such date is held by a dealer an has not been used and is in-
tended for sale, there shall be credited or refunded (without
interest) to the manufacturer, producer, or iniporter an amount
equal to the difference between the tax paid by such ianufac-
turer, producer, or importer on his stile of tile article and the
amount, of tax made applicable to such article on and after
July 1, 1901, if claim for such credit or refund is filed with the
Secretary or his delegate on or before November 10, 1061, based
upon a request submitted to the manufacturer, producer or
importer before October 1, 1901, by the dealer who held the
article in respect of which the credit or refund is claimed, and,
on or before Novoiber 10, 1901, reimbursement has been made
to such dealer by such manufacturer, producer, or importer for
the tax reduction on such article or written consent has been
obtained from such dealer to allowance of such credit or refund.

(2) TRucKs AND BUSES TIRES, TUBES, TREAD RUBBER, AND
oASOLINE.-Whoro before [July 1,] October 1, 1972, any article
subject to the tax imposed by section 4061(a) (1), [4071(a) (1)
or (4),] 4071(a) (1), (3), or (4), or 4081 has been sold by the
manufacturer, producer, or importer and ol such (late is held
by a dealer and has not been used and is intended for sile (or,
in the case of tread rubber, is intended for sale or is held for use),
there shall be credited or rorunded (without interest) to the manu-
factitrer, producer, or importer ail amount equal to the difference
between the tax paid by such manufacturer, producer or importer
on his sale of tile article and the amount of tax made applicable
to such article on and after [July 1,] October 1, 1972, if claim
for such credit or refund is fileI with the Secretary or his delegate
on or before [November 10, 1972,] February 10, 1973, based upon
a request. submitted to the manufacturer, producer, or importer
before [October 1, 1972,] Jaluary , 1973, by the dealer who
held the article in respect of which the credit or refund is claimed,
and, on or before (November 10, 1972,J l'ebruary 10, 1978,
reimbursement has been made to such deer by such manufac-
turer, producer, or importer for the tax reduction on such article
or written consent has been obtained from such dealer to allow-
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atile of such credit or refund. No credit, or refunlld shAil ho
,illowlable ullnder this pllragraph with respect to giisolile ill retail
slot'ks i(eld at tie ])llnCo where intedl(led It lie sold a, retail, uor
with resl)etl, to gasoline held for aile by it )rOducer or im)orter

(:;) IIE1,1I) ON J!'I.V 1, 1961.' Whel'e ]l.fore1 July 1.

19111, nily%- galsolilie slbject to the (fix imposed b1v svelioll 4081
hits ben sold by lhe j)rOtlilcer irl inlorter alll 0*11 sihliIite is
lithi b. t dealer llld is. illl ,ded for sle, t here shall h. credited oir
r'efllntle'I (withllut interest) to te lfrodliver r IIl) orlt'r' lill
i1111llll eqtull o to (le dilrtrenve Iwtwbet Vthe Ittx plld Iny suth
IWollllIt'l.r or iiorter oil his sally of the gasolille aII lle t lhtlllllt
of iax ti111h' applicable to su.clh galsoline onI 1111d after Jly 1,1901,
if c'aihll fors s - credit or refllld is filed witli [lie ,"el'ellirV or Ils
lh-t'lg Oi on r twfore Novenbetr 10, 1 11.,1hiu 11lli i 'requlest,

stililitle- Ito the i odutlr importer before Ot.ol)(' 1, 191,
bv tI he dv.ole who it'ld I het gii;ohit, ill res lt of whichl I lie credit.
o1. reflnld is chail. tiI, 111d, on 0r before Nove;llber 10, 1901,
reiill blirseillent Ih. lie allde to stlch dealler by sluchl producer
or importer for the ltax redluctiol onl slcthl gasiolie or writtell
('(iel'Iit litl Ieen ollfaiied f'roi s ih lealer ito alowllnce of sllch
(.rc(hIt or refund. No 'redit or refund shall 1he allowable under
this parllagrlaplh will respect to glasoline ill retail stocks held t tlhe
I)ht' where ilitended to lit' sold lt reltil, n1or with reSpect to
glsoline held for sale n' iIt )irodluler or illw)orlcr of gasoline.]

(4) 1) FIF ITIO.S. --Por pI) oses of t his sect ion --
(A) 'lit terlll "dealer" inc.lules a Wholesaler, jobber,

disl riliuor, or retailer, or, in the (-isp of tread rubber subject.
Io tiaix under secliol 4071 (a)(4), includes fiil. person (other
than tile nialtufaclurer, producer, o1' inlporter thereof)
who hold such (read ruliber for sale or use.

(B) Al article shiti be considered its "held by at dealer"
if title thereto lilts )lssed to steh dealer (wtellher or not
delivery to him has Iween niaide), find if for l)urpoSes of ('0n-
Sulmllition title to such alile or pOssession lireof lifts not
at .ny time been tratisferred to any l)erson other than at

SEC. 6416. CERTAIN TAXES ON SALES AND SERVICES.
(a) C(ox.VoTOX TO ALLOWA.NCIE.-

(1) h:xf..-uln ,UIX:.-No credit or refund of any overpayment
of tax imposed by section 4231(4), (5), or (0) (cabarets, etc.),
ellllter 31 balletet s taxes), or chapter 32 manufacturerss taxes)
sll b l allowed 03 ma1de uutless the person who paid the tllx
establishes, tnder regulations prescribed by tile lSecreltry or his
dle'gate, that lie--

(A) ias not included tile tax li thie price of the tiIicle, lid-
mission, or service wilh respect, to whih it wis im)osed and
lls nIot collected (he am1l1ounllt, of tile tax front tile )e'sOi Who
)ul'clased such article, admission, or service;

(B) ailts repai( tile amount of tle tatx--
(i) ill the case of any tax inlposed by chapter 31

(other than the tax imposed byN' svetion 4041 (a)(1) or
(b)(1)), to tho purchaser of the article,
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(ii) in] the case of any tax imposed by chapter 32 and
the tax imposed by set.ction 4041 (a)(1) or (b)(1) (diesel
and Spelviiai motor fuels), to the ultimate purchaser of
the article, or

(iii) in tile case of tiny tax imposed by section 4231(4),
(5), or (6) (albarets., et(.) to the person who paid for
the AdiElisi5$olI, refriSinii(ik, Serv'ice, 01' Mei('lliidhis;

(C) in tie ease of an o verJlilneIt c under subsection
(b)(2), (b)(3) (C) or (1)), or (I)(4) of tIis setio-

(i) has re Mid or igret'd to repay tie amount of tie
tax to the uliate vendor of tile artiv. or

(ii) has oltaiied the written (ovo)i(t of such ultimate
vendor to the allowt.ince of tile 'redit or tie making, of
tle refutnd; or

(D) has filed wit the Sevr(tliry or his delegate t he written
'oIIsenit of tie p(r1soll referred to ill suhparlagrla (B) (i),

(i), or (iii), its the case inay be, to the allowance of tile
credit, or the miakini of tle refund.

(2) HxcE(t1noxs.--This subsection siall not apply to-
(A) the tax imposed by sectioil 4041 (a)(2) or (b)(2) (use

of diesel and special motor fuels), and
(B) an overpayment, of tax under paragraph (1), (3) (A)

or (B), or (5) of sublsection (b) of this sect ion.
(3) S:ci.u, ui.s.-For purposes of this subsetion-

(A) any tax collected under section 4231(6) front a con-
Cessionaire and paid to tle Secretarov or his dielegate shall be
treated as paid by the 'oncesionair.;

(B) if tax under ('halpter 31 was paid by a SU)lier l)tlSuant,
to in agreements under section (1011 (c), ('itlher the person who
(without regard to section 6011(e)) was required to return
and pay the tax or the sul lier may be treated as the person
who paid the tax;

(C) in any case in which the Secretary or his delegate
determines that, an article is not, taxable, tfie term "ultimate
purchaser" (when used in paragraph (1)(B)(ii) of this sub-
section) includes a wholesaler, jobber, distributor, or retailer
who, on the 15th day after tile (late of such determination,
iolds such article for sale; but only if claim for credit, or

refund by reason of this subparagraph is filed oi or before
the day fror filing the return with respect, to tle taxes imposed
under chapter 32 for the first, periotI which begins more than
60 (lays after the date of such determination; and

(D) in applying paragraph (1)(C) to any overpayment
under paragraj)h (2)(F), (3) (C) or (D), or (4) of subsection
(b), the term "ultimate vendor" means the ultimate vendor
of the other article.

(b) SPEcIAI, CASES IN' WifcJi TAX PAYMENTS CONSIDERED OVER-
PAYMENTS.-Under regulations prescribed by the Secretary or his
delegate, credit. or refund withoutt. interest) shall be allowed or inado
in respect of the overpayments determined under the following
paragraphs:

(1) PRicE RiEADJtSTMFITS.-If the price of any article in re-
spect of which a tax, based on such price, is impose( by chapter
31 or 32, is readjusted by reason of the return or repossession of

47



FEDERAL-AID HUOIIWAY ACT OF 101

tho article or a covering or container, or by a bona fie discount,
rebate, or ollowance, iineluding (ill the ease of a tax imposed by
chapter 32) a readjustment, for local advertising (but only to the
extent, provided in section 4216(f)(2) and (3)), t lie part of the tax
prolortionate to the part of the price repaid or credited to the pur-
ehaser shall be deemed to be an overpayment,. The preceding r
sentence shall not, apply in the caso of an article in respect of
which tax was Computed under section 4223(b)(2); I)t if tle price
for wlhicl sutiv. article was sold is readjusted by reason of the
return or repossession of the article, the parL of the tlax pro)or-
tionate to the part, of such price repaid or credited to tho pur-
chaser shall be deemed to be an overpayment,.

(2) SP:cIvI:D us:s AND RE:s.,.-:s.-Tho tax paid under chap-
ter .32 (or under section 4041(a)(1) or (b)(1)) in respect to any
article shall be deemed to be an overlyment if such article was,
by any person-

(A) exported (except. in any case to which subsection (g)01pplies);a) used or sold for use as supplies for vessels or aircraft;

(C) sold to a State or local government for the exclusive
use of a State or local government;

(D) sold to a. nonprofit educational organization for its
exclusive use;

E) resold to a manufacturer or producer for use by him
as provided in subparagraph (A), (B), [or ()F] (E), or (

of paragraph (3);
(F) in te case of a tire, inner tube or receiving set, resold

for use as provided in subparagraph ?C) or (D) of paragraph
(3) and the other article referred to in such subparagraph is
by any person exported or sold as provided in such sub-
paragraph;

(6) in the case of a liquid taxable under section 4041, sold
for use as fuel in a diesel-powered highway vehicle or as fuel
for the propulsion of a motor vehicle, motorboat, or airplane,
if (i) the vendee used such liquid otherwise than as fuel in
such a vehicle, motorboat., or airplane or resold such liquid,
or (ii) such liquid was (within the meaning of paragraphs
(1), (2), and (3) of section 6420(c)) used on a farm for farm-
ing purposes;

(11) inl tie ease of a liquid in respect of which tax was paid
under sect ion 4041 at. the rate of 3 cents or 4 clts a galon,
ust'i during any valemar quarter in vehicles while eingage(i
in furnishing scheduled common carrier public passenger
lamnl tr'mport nation service along regular routes; except thfat

i) this suhparagraph shall apply only if the 0 percent, pas-
etnger frll-( revenue test. set. orth in section 6421(b)(2) is

mat with respect to such quarter, and (ii) the amount of such
overlaviment for such quarter shall he an amount. determined
by multiplying I cent (where tax was paid at, the 3-cent. rate)
or 2 cents (where tax was paid at the 4-cent, rate) for each
gallon of liquid so used by the )ercentage whie'h such person's
tax-exempt. passenger fare revenue (as detilled in section
6421 (d)(2)) derived from stuv h scheduled service during stich
quarter wias of his total passenger fare revenue (not inchding
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the tax imposed by section 4261, relating to tlhi tax on trans-
pol'lat i, o f )oris) derived from such sc'hdulhd servicedlurilq sueit (1nur1tv=.; ..

(i) in tl sise or it liquid in, respect of whili tax was Paid
ulnler section 4041(a)(1) tit the rate of 3 cents or 4 cents a
ftillon, used or resold for usoit as i fuel ini it diesel-powered
higher y vellicle (i) which (it, thi timne of such use or resale)

is not. registered, nid is not, required to )e registere(I, for
highway uso under Oie laws ol alny State or foreign country,
or (ii) which, i the tase of it diesil-powcred highway vehicle
owned by the United Stles, is not tied on the highway;
except that tho ninoul, of aly- overpayntent, by reason or this
subparlgralph shall not. exvec d till 11inunt C olputed at the
rate of I cent, it gallon where tax wits paid at the :-centt rate
or it the rate of 2 cents a gallon where tax was paid at
the the 4-cent rate;

() in the case of a liqui(I in respwet. of which tax was paid
under section 4041(b)(1) at. the rate of 3 cents or 4 cents a
gallon, used or resold for use otherwise than as a fuel for the
propulsion of a highway vehicle (i) which (at the time of
such use or resale) is registered, or is required to be registered,
for highway use under the laws of any State or foreign
country, or (ii) which, in the case of a highway vehicle
owned by the United States, is used on the highway; except,
that the amount of any overpayment by reason of this sub-
paragraph shall not exceed an amount computed at the rate
of I cent. at gallon where tax was paid at the 3-cent rate or
at the rate of 2 cents a gallon where tax was paid at the
4-cent rate;

(K) in the case of any article taxable under section 4001(b)
(other than spark plugs and storage batteries), used or sold
for use as repair or replacement parts or accessories for farm
equipment (other than equipment taxable under section
4001(a));

(l) in the case of tread rubber in respect of which tax
was paid under section 4071(a) (4), used or sold for use other-
wise than in tie recapping or retreading of tires of the type
used on highway vel cles (as defined in section 4072(c)),
unless credit or refund of such tax is allowable under sub-
section (b)(3);

(M) in the case of gasoline, used or sold for use in produc-
tion of special motor fuels referred to in section 4041(b);

(N) itt the case of lubricating oil, used or sold for non-
lubricating purposes-

(0) in the case of lubricating oil in respect of which tax
was paid at. the rate of 0 cents a gallon, used or sol for use
as cutting oils (within the meaning of section 4092(b))'
except diat the amount of such overpayment shall not exceed
an amount. computed at the rate of 3 -cents a gallon'

(P) in the case of any musical instrument taxable under
section 4151, sol to a religious institution for exclusively
religious purposes;

(Q) in the case of unexposed motion picture film, used or
sold for use in making of newsreel motion picture film.
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(3) TAX-lAID ARTICIdS USED YOU FURTHIEiR MANUFACTURER
ETC.-If the tax imposed by chapter 32 has been paid with re-
speCt to the sale of any artfie by the manufacturer, )rodlucer, or
importer thereof to a second jnanufaeturtr or woducer, such tax
shall hie deented to be all overpayment by such second malufac-
turer or producer if-

(A) in the case of any article other than an article to
which sulh)aragraph (B), (!), ()) or (H ) applies, such
arti1, is used by the second manufacturer or producer as
material in the manufacture or production of, or its a (oin-
ponJnt part of, another article taxable under chapter 32
imanfactured or produced by him;

(B) in the case of-
(i) a l art, or accessory taxable under section 4001(b),
(i) a radio or television component taxable under sec-

tion 4141, or
(iii) a camera lens taxable under section 4171,

such article is used by te second manufticturer or )roducer
as material in the manufacture or production of, or as a
conipontent part of, any other article manufactured or
prod[nced by him;

(C) in the case of-
(i) a tire or inner tube taxable under section 4071, or
(ii) an automobile radio or television receiving set

taxable under section 4141,
such article is sold by the second manufacturer or producer
on or in connection with, or with the sale of, any other article
manufactured or produced by him and such other article is
by any person exported, sold to a State or local government
for the exclusive use of a State or local government, sold to
a nonprofit educational organization for its exclusive use, or
used or sol for use as supplies for vessels or aircraft;

(D) in the case of a radio receiving set or an automobile
radiio receiving setr-

(i) such set is used by the second manufacturer or
producer as a component part of any other article
manufactured or produced by him, and

(ii) such other article is by any person exported, sold
to a State or local government for the exclusive use of
a State or local government, sold to a nonprofit educa-
tional organization for its exclusive use, or used or sold
for use as supplies for vessels or aircraft; or]

(E) in the case of-
(i) a bicycle tire (as defined in section 4221()(4)(B)),

or
(ii) an inner tube for such a tire,

such article is used by the second manufacturer or producer
as material in the manufacture or production of, or as a
component part of, a bicycle (other than a rebuilt or recon-
ditioned bicycle)[.J ; or

(F) in the case of gasoline taxable under section 4081, such
gasoline is uved by the second manufacturer or producer, for
nonfuel purposes, as a material in the mianuacture or produc-
tion of any other artide'manufadured or produced by him.
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For purposes of subparagraphs (A) and (B), an article shall be
treated as having been used as a component part of another
article if, had it not been broken or rendered useless in the manu-
facture or production of such other article, it would have beenso used.

(4) TInrs, INNER TUES, AND AUTOMOBILE RADIO AND TELE-
VISION JIECEIVINO STS.-If-

(A)(i) at tire or inner tube taxable under section 4071, or
automobile radio or television receiving set taxable under
section 4141, is sol by the manufacturer, producer, or im-
porter thereof on or in connection with, or with the sale of,
any other article manufactured or produced by him, or

(ii) a radio receiving set or an automobile radio receiving
set is used by the manufacturer thereof as a component part
of any other article manufactured or produced by him; and

(B) such other article is by any person exported, sold to a
State or local government for the exclusive use of a State or
local government, sold to a nonprofit. educational organiza-
tion for its exclusive use, or used or sold for use as supplies
for vessels or aircraft,

any tax imposed by chapter 32 in respect of such tire, inner tube,
or receiving set, which has been paid by the manufacturer, pro-
ducer, or importer thereof shall be deemed to be an overpayment
by him.

(5) RETuitN OF CERTAIN INSTALLMENT ACCOUTS.-If-
(A) tax was paid under section 4053(b)(1) or 4210(o)(1) in

respect of auny installmnt account,
(B) such account is, tinder the agreement under which the

account was sold, returned to the person who sold such ac-
count, and

(C) the consideration is readjusted as provided in such
agreement,

the part of the tax paid under section 4053(b)(1) or 4216o)(1)
proportionate to the part of the consideration repaid or credited
to the purchaser of such account shall be deemed to be an over-
payment.

This subsection shall apply in respect of an article only if the exporta-
tion on use referred to in the applicable provision of this subsection
occurs before any other use, or, in the case of a sale or resale, the use
referred to in the applicable provision of this subsection is to occur
before any other use.

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

(a) NoqniHowAY Us s.-If gasoline is used otherwise than as a
fuel in a highway vehicle (1) which (at the time of such use) is
registered, or is required to be registered, for highway use tinder the
laws of any State or foreign country, or (2) which in the case of a
highway vehicle owned by the United States, is usea on the highway,
the Secretary or his delegate shall pay (without interest) to the
ultimate purchaser of such gasoline an amount equal to 1 cent for each
gallon of gasoline so used on which tax was paid at the rate of 3 cents a
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gallon and 2 cents for each gallon of gasoline so used on which tax was
paid at the rate of 4 cents a gallon.

(b) LocitL TRANSrr SsrMs.-
(1) At.owANc&.-If gasoline is used during any calendar

quarter in vehicles while engaged in furnishing sclieduled common
carrier public passenger land transportation service along regular
routes, the Secretary or his delegate shall, subject to the pro-
visions of paragraph (2), pay (without interest) to the ultimate
purchaser of such gasoline the amount determined by multiply-

g (A) I cent for each gallon of gasoline so used on which tax
was paid at the rate of 3 cents a gon and 2 cents for each
gallon of gasoline so used on which tax was paid at the rate
of 4 cents a gallon, by

(B) the percentage which the ultimate purchaser's tax--
exempt passenger fare revenue derived from such scheduled
service during such quarter was of his total passenger fare
revenue (not including the tax imposed by section 4261,
relating to the tax on transportation of persons) derived from
such s scheduled service during such quarter.

(2) LiMrrATION.-Paragraph (1) shall apply in respect of
gasoline used during any calendar quarter only if at least 60
percent of the total passenger fare revenue (not including the
tax imposed by section 4261, relating to the tax on transporta-
tion of persons) derived during suc quarter from scheduled
service described in paragraph (1) by the person filing the claim
was attributable to tax-exempt, piapsngtr fare revenue derived
during such quarter by suchperson from such scheduled service.

(o) TIMF FoI'JJLIN CLAIMS; PiRIOD COVERED.-
(1) GENERAL RUL.--Except as provided in paragraph (2)

not more than one claim may be filed under subsection (al, and
not more than one claim may be filed under subsection (b), by
any person with respect to gasoline used during the onq-year
peiod ending on June 30 of any year. No claim shall be allowed
under this paragraph with respect to any one-year period unless
filed on or before September 30 of the year in which such one-year
period ends.

(2) ExcPToN.---If $1,000 or more is payable under this sec-
tion to any person with respect to gasoline used during a calendar
quarter, a claim may be fled under this section by such person
with respect to gasoline used during such quarter. No claim
filed under this paragraph shall be allowed unless filed on or
before the last day of the first calendar quarter following the
calendar quarter for Which the claim is filed.

(d) DEI INITION.-For purposes of this section-
(1) GASOLMi..-The term "gasoline" has the meaning given

to such term by section 4082(b).
(2) TAX-zXEMPT PASsENGER FARE REVENU.-The term "tax-

exempt passenger fare revenue" means revenue attributable to
fares which were exempt from the tax imposed by section 4261
by reason of section 4263(a) (relating to the exemption for com-
mutation travel, etc.).
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(0) EXEMPT SALES; OTHER PAYMENTS OR REFUNDS AVAILABLH--
(1) EXEMPT SALES.-No amount shall be paid under this

section with respect to any gasoline which the Secretary or his
delegate doternunes was exempt from the tax imposed by section
4081. The amount which (but for this sentence) would be pay-
able under this section with respect to any gasoline shall be re.
duced by any other amount which the Secretary or his delegate
determines is payable under this section, or is refundable under
any provision ot this title, to any person with respect to such
giasohne.

(2) QASOLINR USED ON FARms.-This section shall not apply
in respect of gasoline which was (within the meaning of para-
graphs (1), (2), aid_(3Y of section 6420(c)) used on a farm for
farmingpurgfbss.

(f) A P~CABLE LAW.-
() IN .ENRAL.-AIl provisions ot law, including penalties,
Vplicablo in respect .[ the tax impohkd by section 4081 shall,

/insofar as applicalo and'not inconsistent 1ith this section, apply
in respeqor'the payments)provided for in this section to the
same qx6tent if such payienta nstitut refunds of overpay.
monta of thettx s9pnposed.

(2) EXA]IklVION &P"*OOKS AND WITNEssEs--For tie purpose
of ascertaiu tiqfc , Worrnes of 'any claim made under this
section, or t orre4tness f Nin ent mad in respect of any
such clan, Say oi hi deleato shall hve the authority
grateby Vari . a j (2), and (3) of sect on 7602 (relating
to\exanunl tin of b "aI. d witnesses) as if tahe claimant were
th, person ti~ble for tpX. I

(g) ROUbA rOkS.-T) 1. 6retary or'hs delega e may by regula-
tions pre*crib the dn(Wi nt inconsiptont w i the provisions of
this sectibn'under whi c-pay  ts may be mad e under this section.

(h) EFFECTIVE JT. his s Wtio shall apply only with respect
gasoline puchased afJ Jun t3i0, 1056,i.d before [July ,10 e 1/
(i ROSS REFERENCEs-
"1.) For reduced rate of tax in cuse of diesel fuel and special

motor'~ls used for certain non*ighway purposes, see subsections
(a) and (11iL* tion 4 I ,, "

(2) For partileTdn-d of tax in case of diesel fuel and special
motor fuels used for certain nonhighway purposes, see section
6416(b)(2)(1) and (J).

(3) For partial refund of tax in case of diesel fuel and special
motor fuels used by local transit systems, see section 0416(b)
(2)(H).

(4) For civil penalty for excessive claims under this section,
see section 6675.(5) For fraud penalties, etc., see chapter 75 (section 7201 and
and following, relating to crimes, other offenses, and forfeitures).
* * 9 S S , S
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CHAPTER 67-INTEREST

S'1"vITAPrri A. Interest on underpaynents.
Suncn.iAprt B. Interest on overpaynits.

Subchapter A-Interest on Underpayments

See. 0001. Interest, on underpayment, nonpayment., or
extensions of time for payment of tax.

See. 6002. Interest on erroneous refund recoverablo by
suit.,

SEC. 6601. INTEREST ON UNDERPAYMENT, NONPAYMENT, OR EX.
TENSIONS OF TIME FOR PAYMENT, OP TAX.

(a) Gx:t.'mi. RutH.--If any amount of tax imposed by this title
(whether required to I)e shown on a return, or to be paid by stamp or
by some other method) is not paid on or before the last, date prescribed
for payment, interest on such amount at the rate of 0 percent per
annuim shall be paid for the period from such last (ate to tho (lat
paid.

(b) ExmEsmxs o1 'oriME, Pon PAVMEXT OP ESTATE T.kx.-If the
ime for payment of an amount of t4x impose(l )y chal)ter II is
extended as provided in section 0161(a)(2) or 6166, or if the time for
payment of an amount, of such tax is postponed or extended as provided
by section 0163, interest shall be paid at, the rate of 4 )erctnt, in lieu
ot 0 percent as l)rovided in subsection (a).

(C) LAST )ATE PRnhsCnm IED FOt PAv~mxNT.-For urposes of this
section, the last (late prescribed for payment. of tie tax shall bo
determined under chapter 02 with the application of the following
rules:

(1) ExTESmo.Is OF TIME DISUtROAIDED.-The last date pro-
scribed for payment shall be determined without regard to any
extension of time for payment.

(2) INSTALLMENT PAYMENTS.-IIn the case of an election under
6152(a) or 6166(a) to pay the tax in installments-

(A) The (late prescribed for payment of each installment
of the tax shown on the return shall be determined under
section 6152(b) or 6166(b), as the case may be, and

(B) The last (ito prescribed for payment of tihe first
installment shall be deemed the last nate prescribed for
payment of anyportion of th6 tax not shown on the return.

(3) JEoPAR n.-Trhe last (late prescribed for payment shall be
determined without regard to any notice anti demand for pay-
ment issued by reason of jeopardy (as provided in chapter 70),
prior to the last date otherwise prescribed for such payment.

(4) LAST DATE FOR PAYMENT NOT OTHERWISE PRESCRIBED.-
In the case of taxes payable by stamp and in all other cases 'll
which the last date for payment is not otherwise prescribed, tho
last date for payment shald be deemed to be tlo date the liability
for tax arises (and in no event shall be later than the date notice
and demand for the tax is made by the Secretary or his delegate).







Calendar No. .335
87TTH CONORUs SENATE REPORT,

l8t S688ionl No. 367

FEDERAL-AID HIGHWAY ACT OF 1961
TITLH I1-INTERNAL REVENUE CODE AND HIGHWAY TRUST FUND

AMENDMENTS

Just 12, 1001.-Ordered to be printed

Mr. Br-m of Virginia, from the Committee on Finance, submitted
the following

REPORT
together with

INDIVIDUAL VIEWS

(To aceompany title II of H.IL 6713]

The Committee on Finance, to whom was referred the bill (H.R.0713) to amend certain laws relating to Federal-aid highways, tomake certain adjustments in the Federal-aid highway program, andfor other purposes, for consideration of title II there , hAving con-sidered the same. report favorably thereon with amendments and
recommend that the bill, as amended, do pass.

L SUMMARY
Title II contains the financing provisions for the Federal-aid high-way Program.

cost study p resented to Congress by the Bureau of Public Roads.Department of Commerce, January 12, 1961, indicated that a total ofbillionn is required to finance to completion the Federal share ofthe National System of Interstate and Defense Highways now pro-tided by law to complete construction in 1972. Present law,after making provision for the A-B-C (primary, seondary, andurban) road program at an annual level of $925 million, provides
$27,758 million toward this objective. The additional revenues pro-vided by title II of the bill as amended by your committee make Pos-sible substantially all of the financing of the $37 billion Federal shareof the Interstate System as well as permitting a gradual increase in

Goee1
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the apportionimits for the A-B-C prograin to a level of $1 billion a
year. This is acCOniu)lished by bringing into the trust fund $9,367 rail.
|ion in revenues in addition to transferring back to the general fund
$,49:1 million in revenues attributable to passei.ger car and auto part.
taxes.

The changes from present. law in revenue SOMlvs provided by
title I I are as follows:

(1) The gasoline, special motor fuels, and diesel fuel taxes
under both the house tund your conunittees versions of the bill
are continued at. the pjsreent rate of 4 cents a gallon. Those
under pre..Ant law, are scheduled to tvert to 3 cents a gallon as oi
Jith I, 1961.

(§) Tito taxes on tires for highway-tl* vehicles and inner
tubes under both versions of tl bill are increased to 10 cents a
pound. The tax on tread rubber is increased to 5 cents it pound
Miller the Houso bill and to 4 cents a pound under your commit-
teo's alledlnellts. Presently, the rates of these taxes are 8 ceitts

9 cents and 3 cents, respectively.
(3) The tax on highway vehicles weighing over 26,000 pounds

in both versions is increased from $1.50 to $3 per 1,000 pounds.
(4) Five additional percentage points of the, manufacturers'

tax on trucks buses, and trailed under both versions atre dedi-
cated to the highway trust fund, However, under the House
bill this dedication begins on July 1, 1901, and under your coni-
mittee's amendments on July 1, 1962. 'This presently is a gen-
eral fund revenue. The tirst 5 percentage points of tiis tax al-
ready are a highway trust fund revenuesource.

(5) Tho highway trust fund in both versions is continued for
an additional 3 niontlts beyond June 30 1972, and all taxes now
dedicated to the fund are continued as highway trust fund rev-
enues at, the propoIed tax rate levels for the additional 3 months.

(6) The provisions of present law, which would for the 3 fiscal
years 1962, 1903. and 1904 divert 5 percentage )oints of the
nmanufacturers' taxes on passenger cars, etc., and on automobile
paris and acce. ories to the highway trust, fund, under both bills
are repealed. Thus, these taxes in their entirety will remain gen-
eral fund revenues.

(7) Provision is made in the bill for paying the use tax onhighway motor vehicles weighing over 26,0 pounds on a quar-
terlyN basis and for the exemption of gasoline from tax where it
is sold for nonfuel purposes in the manufacture of another article.

(8) Your committee has also added an amendment granting to
retail dealers of gasoline an allowance equal to 1 percent. of the
tax paid on gasoline as an allowance for shrinkage or evaporation
of the gasoline in their hands.

IL REASONS FOR THE HIGHWAY FINANCING PROVIDED
BY THE BILL

1. BRacktground of probkm
In 1956 Congress enacted a greatly expanded program of Federalaid for interstate highways. At that time Cong ecided that this

Interstate System, as well as the other Federal-aid highway programs
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tlo so-call1ed A-Bj-C progran), dlioul be separately financed
though a special highway trust fund in order to maintain thoss pro-
grans on an indepndent basis. Such a highway trust fund was
established for the 10-year period from Juno 30, 190, to July 1, 1972.
Into this trust. fund were deposited certain highway user excise taxes;
namely, all of the taxes on gasoline, diesel fuel, speciihl motor fuel tread
rubber, tirers$and inner tubes, and the use tax on highway vehicles.
In addition, half of the 10-pter'ent manufacturers' tax on trucks, buses,
and trailers was placed in tie fund.

A special provision in the Highway Revenue Act of 1050, the
so-called Byrd amendipent, was designed to give assurance on a year-
by-year basis that no deficit would develop in the highway trust fund.
Tili's provision requires that before apportionments of Federal-aid
highway funds can be made to the States for the Interstate System,
estimates must. be made of the revenues expected to be in the find at
the time the expenditures arising from tie ajlportionments can be
oxieted to oe,,ur. To the extent that these estinates show that there
will be any deficiency in tie fund, the Secretary of Commerce is
required to reduce the rapport ionents to the States.

By 19 59 it hid beeome al~ppl)tt! tai the i revcnite. devoted to the
trust fund were insiittient to finaneet tle ntersiate Mvitem in addi-
tion to the regular A-B-C program. The original 19155 estimate of
the cost of the Federal share of the Tnter-Mate system was $25 billion.
This by 1959 had been incvaised to an estimate of $30 billion. For the
most part this increase in cost was due to the fact that the 1955 esti-
mate, because of the hurried manner in which it had to be made, was
of necessity a preliminary estimate based upon an incomplete analysis
of the cost of the Interstate System. In 1959 congr ess was also faced
with an immediate deficit in the trust fund for the fiscal year 1960
of $490 million which would )lave grown to $1,305 million by tie end
of the fiscal year 1961 if the apportionments already made or planned
for those years were to be carried out.

In view of the pressing nature of the immediate financing problems,
Congress in 1959 attempted only a temporary solution to tIe hiNhway
financing problems. At that time it. provided a 1-cent increase in the
gasoline, special 1iotor fuel. and diesel fue taxes for the period from
Nel~tpnber 1, 1959, to June 30, 1901. Tis was expected to provide
al increase in trust fund revenues of $1,035 million for this 2.2-montlh
period. For the fiscal years 1962 through 1964 the bill provided that
5 l)erientage points of the ninufacturois' taxes on pawenger cars.- and
automobile parts and accesories wetv to he dedicated to tile trust fund.
These funds, which presently are general fund revenues, would have
increased highway, trust find revetes by about $2.5 billion and
decreased general 'fund revenues by the same amount.

In addition to tie above reasons for concentrating its major effort
in 1959 on the short-run financial problem, Congress also was faced
with differing points of view as to the proper distribution of the cost
of the highway.program among various beneficiaries of the program
both among various classes of highway users and between highway and
nionlighway users. Moreover, at that time relatively little statistical
information was available to aid Congress in evaluating the conflicting
claims of relative benefit. Congress previously had requested the
Bureau of Public Roads to submit to it a study on highway cost alloca-
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tions. but this stid wits not then conlleted. TPhe purpl)ost of this
study was to detern'ine what taxes should properly be imposed, ani
in what amounts, in order to assure, insofar as practicable, an equitable
distribution of the tax burden among the various classes of persons
using the Federal-aid highways or otherwise deriving benefits from
these highways.

The study on highway cost allocations required by section 210 of
tie Hfighway Revenue Act of 1050 and also a report on revised costs
of cotpheting tile highway program now arc available. li addition,
tile President has recommended a new plan for revising the flnancilg
of the highway program. In this lie has stressed his desire that the
passenger car and auto parts and acce sories taxes not be diverted
from tie general fund as is provided by Iresent law for tlue fiscal years
11162, 1963, and 1904. Instead, lie has proposed the continuation to
1972 of the 4-ent tax on gaoline and the increasing of a series of taxes
which would be borne prinmrily by the trucking industry for the
peritod up to June 30, 1972.
2. Compindtee ameldmnths

The bill as amended by your committee for the most part is the same
as tile House-passed bifi. However, it does depart from this hill in
there, respects. First, it defers for 1 year the transfer of half of the
1)-perentage- point tax on the manufacturers sale price of trucks,
lumsets and trailers. Five percentage points of this tax already leplr-
.,ills it highway r'eVen101, llimco and tile 11Olse-passed bill would
have transferrem'l th renmaining 5 Iorcenta go points of this tax to time
highway trust fund for the period from july 1, 1961, through Sep.
(einber 30. 1972. Your committee's bill provides such n transfer for
the period beginning July 1. 1962, and ending on the same date as
tho Iouse bill". This l-year delay li the transfer of this (ax revenue
to the highway trust fund will preserve $143 million of revenues for
the general fund for tle fiscal year 1962. Thus, for the current budget
thiS will mean that revenues in this respect will be maintained for
tile general fund at the level planned by the President in his budget
me-sage to Congress.

The transfer for subsequent years of tie remaining half of this
11111i1anfacturers' tax oil trclk , etc., to the trust fluid can be taken into
account in plans for the various budgets as they aire prepared ill the
future. Your committee has been assutre d tlat this will not affect ap-
port ionments before the fiscal year 1964 and then, of course, only to it
minor extent.

The wcond change made by your committee in the House bill is
concerned with the tax on tread rubber. As previously indicated, the
House bill would increase this tax from 3 cents a pound to 5 cents t
pound. Your committee's amendments provide for a tax of 4 cents
a. lound. Your committee modified the Ifouso bill in this respect
because it. believed an increase of 331.' percent. was as largo an In-
crease as should be provided in a tax of this type where most. of the
producers involved are small Iusive.s. It is estimated that this
change will decrease tile revenues which otherwise would have been
providlded under the House bill by $4 to $8 million a year.

Tile third change made by your committee provides that a retail
dealer in gasoline is to be compensated for the tax paid on gasoline
which is lost by shrinkage or evaporation and other causes to the
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extell. of 1 Ieeit of tilo tax paid on the gasoline he sells. Since tile
gasolino tax usually is based on the voimne of gasoline the retail
dealer purchases, I not, only pays tax on tihe vohune of gilsolille he
re.sells but also oil tile gasoline h'e losvs through shrilikage, Vapra-
tionle. This is a discrimlination which niny States have vreogilized
111nd removed by grant ig retail dealers special slIa'inkago anld e 'allpoa-
lion allowances. Tie allowances provided by var'iouS States are
shown in table 1. Your connmillee's bill corrects the present. di-
crimitation in the Federal tax base in a similar manner. It is esti-
mated that this will result. ill a itevenue loss of $18 million a year.

I'iI.t" 1.-htc-1 wlhirh Iurf. (IfI10ql1(d rvIa.gd IuCS for rct"l11cr$ of groOliffe

Pore(~ ut Percent
(;e-,gln---------------.0 xorth Dakoto ------------------- 0. q
Fra -------------------- 2.0 Ullh ------------------- 1.0
1IIIhIIS ----------------------- 1.0 Wtill ---------------------
lgll ...------------------ 1.0 'relllws, ---t---------- W --------. 5

X'W Ilupshi' .-----------------. 0 1.0 -'--t-lo ------------------ 1.0
lho -------------------- 1.0 -ex - --------------------- .5
ho ------------------------- 1.0

3.onparison wte t Pre-Slent's proposals

Title It of thi. bill, at antended by y-our committee, like the ll-w.e
bill. aevepts 11ch of the 1Pisdent's. .lphul for financing the highway
p)rogrnm. It Stops tile transfer of the jl asqnger car and auto parts
taxes from the gei'aidl fund. It ('oIt inues to 19'12 the 4-cent tax oil
gaSOlille, Special moor fuel, and diesel file). It iicreas'es tile taxes oil
tires of ihe type used on highway vehicles an(d illler tlbes to 10 celnts
-1 )011ld. It 'i creases the lax oil tread rubber to 4 cents a pound (the
I [o11 bill would have increased this to .5 cents) ad the use tax oil
trucks weighing over 26,000 pounds to $3 per 1,000 l)ollnd.. All of
these increases either are the sae as recommended by tle President
or are steps in the direction of his recommendations. A more detailed
comlarison of the bill as amended by your committee with the Presi-
dents recommendations and tile changes which would be made by tile
House bill is shown in the next section of this report.

The major difference between both the Ilous and your committee's
hills on one hand and the President's recommendations on the other
hand is that. although the bills increase substantiall- taxes on
t'lckel.S, it. was not. considered appropriate to maiike tile. ull incilvse
lecolllelnded by the administration Ill part this conclusion was
reached because'i, believed it would be uilfortuite to make so sub-
stantial an increase in the costs of the truckers. As is shown in table
2, even with the modest increase made in costs by your committee's
hill, the total of existing and proposed road-ulser taxes will be around
a percent of total operating costs and may well in many cases exceed
tie l)oit nargins. Ili addition, the truckers are faced withI substant ial
State roaduser taxes which, as indicated by table -2, are approxillately
.11 times the proposed Federal taxload. Il additio n1 ret rict ing. the
icIeases in truck taxes is also justified l)Oii analzling the various
lleallns of allocating costs along various .lasses of highway users.
A subsequent section of this report compares tile allocation o)f higl.
way costs provided by this hill with the two principal metholos for
allow 1inlg highway costs mllong tile various clses of highway user
n1allmely, tlie "1inclrpilleltal " ald tile "diterenlial benefit." ethods.
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TAnum 2.-Eimatrd ouprolhg ciat and tares of 8ctected motor vChicht' under
C011nal Ico bill

)eFuera motor hicle taxes I

costs Stat Co:n1'-i
Vehlcl J excluding tsodo.user In el efrad-u$Aor taxes Preseln tnheb 1 pro:*nltlaw C law ant

bin Committo
bill

Au tomoitd ............................... .9 * 0 2 0.65 0.01 05.4shogl-utlit tillitks;
2.axle, 4-11M ........................... 22.05 .71 .A2 .01 .53
c 2 ax,,.ums 6ti h'ri1.2 ............ W .02 .91
CoxhIO.n40. 'ontjlld vros vehleo

(tWll;nepowere ................. 3& I,.I)le~l-lX01AV .~ ................. 32. 0 1.9] i,7 ,-2 11 1.31
4.le (&.(MI pounds grm ;;hlle

1 +,| le-pOlPt+ ................. l O 2 0 I ,l .8W1 11 cA ........ 1. 1.3.1 1,

"%to (72,O. pounds ~ro"s vicicle

(lawline tuwewl ................. 42-27 3.2 2.1 •24 2,5S
. .................... 41.-3 3in7 I.7 .24 1.94

u In+udLe~s all Fedteral ex .lse tales oui motor fuel, motor rehle, tr , parts, and sacemories, anti other
taxes eiawly associated with motor vehicles or their use. whether or not they are devicuted to the highway
trust fun'1.

SPr'sent law as In effect for Oct. 1, 109*June 30, 1961.
Source: U.S. Department of Commerce, Bureau of Public Roads.

Tile nonhighway "ser benefits which will be derived from the high-
WtlV program also are iml)re-mi\'e. It is believed that these costs pIs -

(ify tle dedication of a lllited0 amount of general find revenies1 for
lse of the highway trust fund. The revenues dedicated in this man-
ner by title I of the bill are those derived from the manufacturers' taxon trucks, hl+is., and trailers, which, of course, is itself a highway lier
tax. recently, one-half of this tax already is assigned to tlie highway
trust fund. T he bill dedicates the other half to tle trust fund as well,
although as noted above, this dedication under your committee's
amendments is deferred for 1 year.

The highway uer cost study suggests that approximately 8 percent.
of the highway costs are properly attributable to nonhighway users.
This rel)resents the portion of the nonhighway use readhIy subject to
measurement. As is indicated in the study, other types of nonhigh-
way benefits are obtained from the highway system which are not
capable of measurement.

It, is sometimes suggested that this 8-percent charge against non-
highway users already has been recognized by the act that a sub-
stantial amount of revenues were taken from the general fund when
the highway trust fund was established. These revenues, shown in
table 3 for "the period of 1957 to 1961, have amounted to about $6.4
billion. However, the cost of the A-B-C program previously was a
charge upon the general fund, and if these revenues are to be consid-
ered a diversioni' from the general fund the A-B-C expenditures
should likewise be considered a "diversion" from the general fund.
Table 2 shows that these A-B-C expenditures from the trust fund
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slice il incej~tiun have itled to nearly $4.8 billion. Thus, the
ivvenliles dedited to tile trisl. find eXt&ei this fla rc only by $1.6
billion. Mol rOler, ile pelierlal tlll r'evnlen wiicl have Iben dedi-
v'aled to the highway trust fund are almost entirely taxes imposed
with respect to the highway use and on that basis ii can be claimed
that they properly are allocable to any road program carried on by
the Federal Government. In this connection it. should be noted that
three highway,user taxes will remain among the general fund revo-
nues. Tile pruicipal taxes of this typo are the 10-percent pastger
car tax and the tax on auto p and accesmries. Also, there is the
tax on lubricating oil, perhaps half of which is attributable to oils
used by motor vehicles.

TAnIax 3.-Comparlson of revenues which trould hare been arailable to general
lutnd' If the interstate program had not been established with rcrpcvdltures
for primary, secondary, and urban (4-8-C) highways., July ), 1956, to June
30, 1901

(Millhous of dollars)

Fiscal year Estinated A-B-C Fiscalyear Estimated A-D-O
revenue expenditurs revenue expenditures

19ST............... SM 161,................. $1,44, 1___ 967_195 ........ :.:1 1,30 06m ...... ~
19M9............... . 1,330 3,1121 Total ........... .31 11.7621" ........... ".. ,415 ,.079

I Baved on the following exclse tax rates In effect prior to 198 adt:
Oasollne and special motor fuels: 2 cents per gallon, transn"d to highway trust fund beginning

Trucks bu.tss. und trailers: 10 print, of which 2 pr. rntage points was transfetred to highway
trust fund ir live fiscal )T-ar 197 3n additional percentage points for subsequent )-ears.

Tires: Scents per pound transerrl to highway trust fund Ieginning July 1. 195?.
Tubes: 9 cents per pouna, transerred to highway trust fuud beginning July i, 1957.

I Estimated.

Your committee agrees with the House that tile factors outlined
above justif V a modest diversion fin tile general fund of an amount
equal to the remainingg half of the truck tax.

A third significant area in which both the 11ouse and your coin-
mittee's bills differ from the President's proposal is in tile case of tile
diesel fuel tax. Both versions of the bill continue this tax at 4 cents
a gallon whereas the President's proposal would raise this tax to 't
cents a gallon. Your committee considered this differential rate for
diesel fuel, but concluded that such a change would not be desirable in
view of tile effect it would have in clanging the relative competitive
position of diesel- and gasoline-powered trucks.

III. GENERAL EXPLANATION OF THE HIGHWAY
FINANCING PROVIDED BY THE BILL

Table 4 shows the estimated revenues to the highway trust fund
front the I1ouse bill and the modifications which your committee's
amendments make in these new revenue sources. table 5 shows the
estimated revenues to the highway trust; fund under existing legis-
lation and the additional revenues provided by your committee's bill.
Table 0 shows the revenue under your committee's bill in greater detail.
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(in atullaw of dallmJ

(uollno and other nwtor
112,1314 0115 per' galon

110139
bill

Z 4181
2.494
2#614

2."#W
z 8%,
2.91%1
2.,01
3.06o)
1,25n

YOMr
earn-

minlufwlS
bilI

2.419
2. 4415"
2.533
2,394

W.'5
2.713
z 4771
2.8131
2. fft
2.9564
3,0r7
1,221

-Tt 3i .ONi

D~iffer-
Part

. -1....
-19
-19

-2n

-21
-22
-22
-20

349mftwte) um 00 o- 2 ___j
Trucks, busem and Uuile

ROOM
l0 per-
tY~t Of

inanutoc.
1.are

Yawr

rnltteebs
bill3

2 5f 143

3011 306
=12 312
31K4 31:9
324 324
321 3251
338 M3
344 344
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31542

DLaefr.
Ito R

-143
..........
..........
..........
..........
..........
..........
..........

..........
..........
..........

-l43j

Trea rubber
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per
pound

3:6 1

vowr
Colo-

inSttes~
bill.

4 cents
per

pound

'Taict e'pti lemsrrfu:Md. fl.R. 671 domt not provide for a kms alluwnnre Wut 11.11.
6713 u,*nncded provides for a "'l.prcent, koo allowance refund."

' It& of 10j'emctgoes to trust fund In Thscal ycnr 1942, all tbern*r.
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tubms
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per

bo~t
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wabdes
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4.359
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2.227
X2319
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3.1576

4,07
l'4756

41, 0X
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3.21"
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3. 1r1
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3.9"6
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TqnATIL5.-F~finmaled igkway trust fund reve Under Preweni 14r and rcvnues adderd by 11.1?. 6713 aS amrendrd by your commiace
________ [in maillon of dollrs

Revenues under preset law
tcrem addcd by ILL.V C sawm&d bw vgmr r-mmitt

Msnuflactwre tam on-

FTrucks. Tred TIs,. Inner. Auto. Ipartsa bunes, rubber, 9ceots tubes mo. andand 3 *at& or53 0110t1 hoe, atti-trail- per cents per A Per- jsores,*rs 3 pound per Pound ceot 3 Per-percent pound jCeat

Gma
and
otbel

3 cent

1,321
1.60,
1.451
2.044

1.86"
1.917
1,904
2,010
2,014
UK09

2,142
2,191
2.242
2 Zl
319

31.0 2,27Sf 29

82
244
247
2841
279
2PA
291
296
301

333
3184
326
331
339
347

2

17
1s

10
101
16
16
10
16
16
16
16

2. %V

137
144

412

Track
onelax
on To-

ovar

1.00

pounds

231

34
314
46

42

41

6

07

$53 70 42.803 1.660 79 9p~ -lass I -412 I-na' o ar~ tqI GamlIn* ~i rmv...mnt. tam. m.1..,j. --

4

avail-
abe

under
la

1.482
Z.044

3.3057

2Z617
2. 573

Z 739
2.797
2.861

321

-19- '61.5' 51 IJRJI57 9'=t1 MO. Om~ 1. low0. through June301901 ti am~e . - A

and
Other
motor
I cent

gs'O31

40
an9
045S
M5

A. 14

)4anfactuvs tams a'-

Trucks,
bww
trs& i
era. 5

Perman

149
153
156
159
162
104
160
109
172
04

rubber

Par

40

71

49

T11".
2esats

Per
Pound

I ant
par

67

71
72
73
7n
70
78
so

Il0

2

21
2
2
2
2
2
2
2
4

Autc-
me-

bUles
leal

percnt

-402

Parts
and

lew
percent

-1371
-144

Trutt

ovar

$1.50
per

1.000

79
84

1021
103~
1041

Set

reve

by
bwl

-1
71

951
W70
90;

1.02D

t. 116

amw

avail.
able

bil

Z.4

X 294
3.384
& 404
3. 49
3.4v7
3.703

4.41V

5 Prom nbflUessccrue4do tolul 317.I k Over stock rerands where app"ihaeunder prlomt lai ro cv O* ndlabl tlexwn prior to OctL . t . 1--" Ostock re(unds where sappkble sndier bill.
Sourwm U.8. flepsrtawnto( 4CO=Merce, 111:16211 of Paulie Rlkd

Fial
yewr

11
13
14
Is
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16
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10

2324
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Total. -

34
III
107
142
142
143
146
1401
163
136
159
162
164
166
ISO
172

0



FEDERAL4D IGHWAT ACT O 1961

TAsI. O.-Etimle4 revenuu lv the hgwayv trustfund under .R. 671a as mended
by your committee, July 1, 196*, through Sept. 50 197*

(tn mullons of dolM)

Motor fuel Truek Vchilde
... ... .. . . and T e Inner. Tread ue, #3

Fiscal -... buses I tu , rubber, per 1,00
rear OIsollne, Diesel, 10 et e 0 cents 4 Cnts pounds Total

4 Cents 4cnts Total m=outao poun per par goss
tu~ ~ tr's pound pound vehlels
prkc I woubt

..9... %W32 03 2415 343 50 Is s0 1ie 3.07%
1 . 302 103 & 4 2 3s is 21 13 &291
19 4 ....... 418 118 2 W 2W 364 1 23 144 3.3w
I1U ....... 470 124 2.3" 3 370 Is 2 151 & 464
1NS ....... 132 2.6m 313 3S 1$ 2 & 645

1&7.2674 13 2713 316 385 IS 2? 163 4 ta
1966 2. 1 48 "177 M2 391 1o 26 167 3. (W
1%8. 2679 163 2.831 326 400 is 20 too 8;77S

1970.... &.3 16 lag No 332 407 16 30 111 3&8M
tow.... .0 11 %06 338 437 16 80 175 8. 943I172. 1 1 3TS ,037 344 4 1 32 17 4.035

' 1,14 73 1,221 6 Is 4 6 30 1,437

' Includes aviation guollnc but all retunds, Including I percent loss allowance refund, have ben
deducted.

I Half to trust fund, hal to general fund in sAl year 192 all to trust fund thereaft/r.
I July throub September.
Souro U,8. Depatout of Comace, Bureau of Publie Roads.

1. Motor fuet m
As indicated in these tables, the taxes on gasoline, special motor

fuel and diesel fuel in the case of highway.use at present are imposed
at a rate of 4 cents a gallon. Without this action these taxes would
revert to 3 cents a gallon as of July 1, 1901. Under the House and
your committee's action the 4-cent rate will continue to apply until
October 1, 1972. The President proposed the same rate of tax as
that provided in the bill with respect to gasoline and special motor
fuels. In the case of diesel fuel however, he recommended an in-
crease of the tax rate to 7 cents a gallon. The bill as amended by your
committee also provides a special-shrinkago or evaporation allowance
for gasoline sold by retail dealers. This is discussed in greater detail
in section VII below.

The revenue collections from these motor fuel taxes under existing
legislation over the period from 1957 to 1972 will amount to almost
$32 billion. The new motor fuel taxes added by both the House and
your committee's bill are expected to raise revenues of the fund by
$8.3 billion over the period up to 1972. This represents an annual
increase of between $0 and $700 million. This will raise aggregate
collections from the fuel taxes over the period 1957 to 1972 to $40.8
billion.
0. Tae* on tire, inner tubes and tread rubber

The bill also provides an increase in the taxes on tires, tubes, and
tread rubber. The present tax on tires of tle type used on the high-
way vehicles is 8 cents a pound. Both versions of the bil raise this
rate to 10 cents a pound. The tax pn inner tubes for tires now is 9
cents a pound and this also is raised by the House and your commit.
tee's bill to 10 cents a pound. The President in his message proposed
increasing the tax on tires and tubes to the same levels.

10
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The present tax on tread rubber is 8 cents a pound. Your com-
mittee's bill raises this rate to 4 cents a pound. All of these increases
are made effective for the period from July 1, 1061, to October 1t
1972. The President would have raised the tax on tread rubber to
10 enits a pound..

The increases in the taxes on tires, tubes and tread rubber are ex-
pected to increase revenues for the highway trust fund for the period
up to 1972 by $1 billion under your committee's bill. Present law
revenues from these taxes for the period 1957 to 1972 will anout to
$5.1 billion. Thus, *ggregato revenues from these taxes can be ex-
pected to amount to about $.1 billion over the entire period of the
trust fund. The additional annual revenues provided by these taxes
can be expected to range from $71 to $90 million. Your committee's
action with respect to these taxes raises from $4 to $8 million a year
less than the House bill because of the lower tread-rubber tax. 0ver
the period up to 1972 this is expected to amount to $79 million in
aggregate.
S. Ue tax on truoke

The third source of new revenue provided by the bill is the increase
mode in the tax on the use of motor vehicles weighing more than
20,000 pounds. Both versions of the bill raise this to $3 a year effe-
tive for the fiscal year beginning July 1, 1961, and continues it at
this level until October 1, 1072. The President has proposed an in-
crease in this tax to the rate of $5 per 1,00 pounds. The bill also
provides for the payment of this use tax in quarterly installments.
This installment procedure is described in greater detail in section
V below.

For the period from 1957 to 1972 the changes made in the motor
vehicle use tax will increase revenues by $1,091 million. The tax
of $1.50 provided by present law over the period from 1957 to 1972
is shown as resulting in revenue for the ftnd of $858 million. Al-
though the tax provided by the bill is a 100-percent increase in the
rate, it will be noted that the revenue increase of $1,091 is considerably
above a 100-percent increase. This is due to the fact that under pres-
ent law a substantial portion of tax due in this case apparently is
not now being collected. The House Committee on Ways and Means
has requested the Treasur.v Department to report back to it by the
end of this year on practical means of better enforcement for this
tax, as well as asking it to consider various other possible modifica-
tions in the6 relations governinm the liability of taxpayers for this
tax. It is believed that it will be possible in the future to obtain
substantially. greater compliance witli this tax and as a result in your
committee's estimates it is assuming the tax is collected in full. Also,
the weight classifications for trucks now provided'in the regulations
are to be reviewed by the House Committee on Ways and Means and
this also may result in chants in the classification which will raise
the revenue collected from this tax.
4. TAre. monM' eteWon of twt fund

The fourth source of revenue provided V, both versions of the bill
is a 8-month extension of the life of the.hohway trust fund beyond
June 80, 1972. Thus, the revenues provided by present law, as well
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as the new revenues provided under the bill, will continue to be devoted
to the highway trust fund until October 1, 1072. This also means
that those taxes which otherwise weiv scheduled to revert to a lower
rate or to expire as of June 30, 1972, under the bill will continue at

misett or proposed rates until October 1, 1072. Thus, the 4-cent
tax on gasoline, special motor fuels, and diesel ftel will revert to 11,
cents as of this date. Also, the 10-cent tax on tires of the type used
on highway vehicles and on Inner tubes will revert to 5 ana 9 cents
a pound, respectively, as of that date. In addition, as of that date
the 5-c4mnt, tax on tread rubber will expire as also will the use tax on
highway volt o weighing over 26,000 pounds.

The effect of continuing the highway trust fund for these additional
3 months will be to increase revenues of the highway trust fund by
$1,150 million. Thus, as is shown on table 5, all of ti $1,471 million
expected to be collected in the fiscal year 1973, except the $321 million
(slown as revenues under present law) attributable to liability in.
curred before June 130 1073, represents new highway trust fund
revenue resulting from his extension.

6. Dedikaton of nmnufacturers' tax on truck., eto., to futu
The fifth source of revenue provided by the bill is the dedication

of the remaining s percentage points of the manufacturers' tax on
trucks, buses, and traileit to tlie ilgh way ttust fund. Five percentage
W ints of this tax has been dedicated to this fund since f956. Tlhe

house bill dedicates the remaining 5 percentage points to the high.
way trust fund beginin July 1, 1901, and your conunittee's bill,
beginning Julyv 1, 1062. The highway trust fund is expected to deri e

$1660 billion In additional revenue as a result of this additional tax
under your committee's bill ($143 million less than under the House
bill). This, together with the $2.3 billion derived from this source
tinder existing law, means that the highway trust fund will derive
a pproxiinately $3.9 billion from this revenue source over the life of
t he highway trust fund.
6. Repeal ol provision dedkating auto and parts taxes to fund

Both versions of the bill prevent the transfer from the general fund
to the highway trust fund of 5 percentage points of the taxes on
passenger cars, etc., and on auto parts and accemories. Under present
law, as a result of the action taken by Congress in 1959, these taxes
(to the extent indicated) would have been dedicated to the highway
trust fund for the perkd beginning July 1 1961, and ending June
30, 1984. Under the bill these revenues will remain in the general
fund. This is in conforinity with the recommendation of the Presi-
dent. The manufacturers' tax on automobiles would have raised
highway trust fund revenues by between $679 and $709 million in
each of the 3 years involved. Similarly, the revenue from the manu-
facturers' tax on auto parts and accessories would have increased
revenues in each of these 8 years in an amount varying from $131
to $144 million. For the 3-year period these taxes would have in-
creased highway trust fund revenues by about $2.5 billion. This loss
of revenue to the highway trust fund is more than compensated for by
continuing the tax on gasoline at 4 cents and by the other revenue
increases referred to above.
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7. Further reoomnendatione of the President
The President in his message on the highway prograimi also requested

two further actions affecting the finnneing of tile highway trust fund.
Ie recommended that, Congre.s transfer the financing of the forest
and public land highways to the highway trust fund-and also that
Congress transfer aviation fuel tax receipts to the general fund in-
sead of retaining them in the highway trust fuiii as is )ieseIItlY
done. This action is not taken in either version of this bill. In the
case of the forest and public land highways the question arises as to
whether these are more properly a charge on the general fund. Leav-
ing these expenditure programs in the general find has the effect of
redu-hng expenditures which otherwise would have to be made from
the highway trust fund by an estimated $897 million over the period
until 1072, an annual effect of $36 or $32 million.

The President in his recent tax message recommended the imposi-
tion of a tax on aviation fuel olher than gasoline; namely, jet. fuel.
He would initially impose this jet fuel tax at the rate ol 2 cents a
gallon. However, he would then provide annual increments in this
rate and also in the rate of the tax on gasoline used by airplanes, of
one-half cent a year until "the portion of the cost of the airways
properly allocable to civil aviation is substantially recovered by the
tax:' The House Committee on Ways and Means decided in the case
of the aviation fuel presently dedicated to the highway trust ftud
that it would be desirable to postpone any action on the President's
recommendation with respect to removing this from the trust fund
until it could consider this larger problem raised by the President
with respect to aviation fuel. Removing the aviation fuel from the
highway trust fund would have resulted in a decrease in highway
trust fund revenues of $164 million, or an annual revenue loss of from
$18 to $23 million.
8. Effect of ohange.s on apportionment and ependitres

Tables 7, 8, and 9 show the apportionments and expenditures which
can be made with the existing, the House, and your committee's pro-
vision for financing the highway trust fuid. The aggregate revenues
available for the trust fund under existing e atiofor !e entire pe-riod it is in existence, as shown on table-7, s exp to be $42.8 il-
lion. The estimated total revenue over the life of the highway trust
fund after the changes made by the House bill is $52.6 billion and after
changes made by your committee is $52.17 billion. This indicates that
your committee'sbill will increase the revenues of the highway trust
fund by $9.87 billion over the period from July 1, 1961, to Septem-
ber 30 1972, or, on the average, by approximately t85 million in
each o thee III years.
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TAuuL 7.-Rlintated statue of AgAoy truest furd under er(ling leoislatlon
(In millions of dollNl

FI"cal year

From ore 9....
1967.................
39...................

190 ...........................
1960 ......................
1 ....................392. .......... ....
IO3 ...........................194...............

19t1 ...................
Ion ....................3M9......................

399.............
3970 ......... ...... W..6

Alive 192..... .

Total...............

Apporticonments Eipdlt urs

- I~T~~1 Jiauinuam

Interstate

140
3,17
1.700
2.5f2W
1. AD
2X00

1.300
1,00
3400

I.IKW
3,925

1%,440

Primary,
secodary,
and urban

1,381

883
S"4
936
935on
o3n
935
935
on6
us5
o3n
935

16.057

Incelta

I'MI
2.41.661

3,881
1,901
2.078

1,070

ITM

1.746
3,746

624

26.40

Primary,
secOndary,
and urban I

Lie
1,112
1,079

967
oIS
9i

9il
4

941
943
943
943

19.04

...... i....."1.482

2.L4
2.8$7

2, 573

&.083

2.797

1lolacis tn
the fund
on Junena

....... 14
1049
624
It$

366
tOS
344
30
318

443
634

1.997
963111

I indtles .morenci, .r l as well as special funds totadfng $502,0000 apportioned for 199.

SReceIpts on tax liafst1e awued prior to July t, 197l

TAuLu &-l mai lcd status of hIphth ay Irset fund undor Houso bill

fin millions of dollars)

Apportionments Expendlturs Revenues

In the
Fiscal ear Primary, Pdnary, fund on

Interstate send. intast secoul. Present Addl. Total June30
n st and stY, ld sources ios)
urbana urban

From belore-
19ST ............. 140 965 . . . . . . .

9 677 ............. 1,176 8M9 M0 71% 1482 .......... 1.482 A16
19.N ............. 1.,00 859 075 830V 20 .......... 2.1OI 1.019
19 ............. 2.200 131 1 1.MI 1.112 2.("7 .......... 2.087 63
1900 2.00 906 1.861 1,079 2.6M 8 ......... 2.G 119
1 . . . 1.800 8s3 1.901 967 2.857 ......... 2,8,7 106
19 0 ....... 2.200 884 2.13 913 3,216 It3 k227 2s
19 3 ............. 2,400 930 2,326 WS 8,223 96 &319 374
1964 ............. 900 8G 9 2.451 927 3.3 6 101 3.409 409

9 5 ............. 2. 700 95 2,6 913 2.517 978 3.49 429
19 6 ............. 2,800 0 6is 9 2.573 1.OM3 3.76 428
196 ............. 2.900 980 2.9 94 2.629 1,0 & 2.6%4 391

3M68............ 3.000 1.005 .838 95 2.085 1.018 3,731 329
190 ... 1......... . 'M005 2,886 9 2.739 1.008 .807
1970 .......... 3. ( ' L1.OCS I.901 977 2,7 ,00 -3,887 307
19I ........... 2.885 3.005 2.9 M I979 I2,8s 3.3'r5 3 312
3 ...................... .005 3,101 966 2,910 1,140 4.070 31

Through Sept, 30,' ...
Se........ . ........ .......... 1,301 317 321 911160 1.471 165

TOtW ......... 37,000 16.632 37.00 363 4803 9,8&5 6z WS6.........

I [nclides emergency relief program, as well as specil finds totaling $502.000,000 apportioned for 19o.
t Rfvipth on tax tltdlltles amneed prior to Sept. 30. 1972.

a

I Revenues
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TAI..i O.-Rsitintatd eltals of highway trust fund under your comwniatr's bill
fin million of dollars)

A l'llor~Iet( ~lleU S{ zildlli oSl Ito VVItlOS

. .... ... .. . .. . In the

FisMal rc*r I'rlmary. furnmr, ond un
Inorstato sirmlid. Intlstlat sertlnd, P" t.t Addl. 'tal Juno 30

ajy, Uld I itr3, aund *ourv 11U1141
iutlmn I urban I

ron ti-fore ................... .......... . ...... ..........
I1 ........... 75 MA bd o 1, 4j . .... .... i, 4R " 616
iS9 ................. 5,7(I I NW 616 on VIM . . . 2,045 ,'49
IM ................. 2,J" 1o I M l l I 1.11 2,lIN7 .... .. (1 87 653
IM ............... 4 -J A54 I b~iI IM 2,6X ... . 2.6 &V 11

Il 5 1 ................. 2 3J0 "1 2,311 V13 i21 - 1 36 m"l 130
5106 ......... 2,4'I0 030 231 O &1 3233 7 1 3. 2N* 117
I ......... ..... .5 9M 14WI Wl 3,303 76 3 as# M
I A ........... '2,0 1b 9416 03 Z6517 931 3; 46% 296
11 ................. 12.700 10 2671 I 12 2.673 1,6 & 49 335
5 1, 0 7 ............... ,1J I 0wo 165 11 2. ON' V64 3 W0 358
P11 ....... I......... 3.tla 1,005 2,765 S 2.I3 1, 0i 3. IM3 349
1M1 .. ...... 13.0 3,0 105 1,04 1172 2. 73V1 1,040 &.7719 M2
IWin......... 33&.1(" 11005 2.1135 V"7 2,797 5.045 3.8
51100..5...... '3.041 5,00 &16 19 &41 let"1 3,11 100
5 1 1 72.............. 5,00M 3.233 906 2,113M 11109 4,03A1 ......
511 73............. ...... . 1413 317 321 5,556 1.437 I-29

l ~ ~ ~ _ -1i - -p - - 1 INi .i l lIIi it lik. l

U ta l .......... 37,000 5,3 37,000 I5(i 42,419 %367 . ..

1 Iuwl'udca emtmcre:lw re.llii pror~ra'n as mic1I as 5eall as i iee is Ioid lin1dsQ"OK )I ojiporl loaned (or 1959.
I Aps prlovivntmT of $10.003,000 of fital yrv wilhorl'atm doelored purstiant to sec. 20(s) of IM adet.
I Incit:ts s iorlonwenl of amo'ants defermlii Ior yel'r . ..rs.
I Amount not alvalablo In lithwqy trust fund (row reonue provided by Soue Filnanc Committee

bill, assumed to b provided from other sources.

Cost esi iniates subinitted to Congis this last Janutuiry pursuant to
Visions of section 104(b) (5) of title 23, United States Code (.

oe. 49, 87th Cong., 1st. sess.), indicate that additional interstate
authorizations totaling $11.56 billion are needed for completion of the
$37 billion interstate highway program. The President in his mes-
sage on the highway program also requested that the apportionment
for the regular A-B-C systems of primary, secondary, and urban
roads now fixed at an annual level of $925 million be increased by
$25 million a year every 2 years beginning in 1964 until the $1 billion
level is reached and then that these apportionments be maintained at
that level. The additional funds required in future years for thestep-up in A-B-C, expenditures and for emergency relief and special
funds are $418 million (the difference between the A-1-C oxlpendi-
tures shown on table 7 and those shown on table 8). This $418
million, plus time $11,560 million of additional funds required by the
Interstate System indicates a need for $11,978 million in additional
oxpenditures. The amount provided under your committee bill is the
total of the trust fund balance (seo table?7) of $2,318 million plus the
new revenues of $9.307 million (see table 9), which is within $293
million of the amount require d.

IV. THE COST ALLOCATION STUDY

The development of title II of the bill in part was based on an
analysis of the proper ways of allocating the cost of highways among
various claises of benelielaries. The highway cost allocation study
was developed by the Bureau of Public Roads pursuant to the pro-
visions of section 210 of the HIighway Rev'enue Act of 1956, as amended
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by section 2 ef the act approved August 28, 1968. This study was
ordered-

to make available to tihe C(ngiess information on the basis
of which it may determine what taxes should be imp)osed
* * * to assure insofar as iracticable anl equitable distri.
bution of the tax burden aunong the various classes of per-
sons using the Federal-aid highways or otherwise deriving
benefits from such highways.

This report was submitted to the Congress January 10, 1001, and
printed its Ilouse Documents 54 and 72, 8Oth Congress, 1st session.
1. Highway tvenuee and the goneraZ fund

The highway cost allocation Smudy fihst. analyzed in detail the ques.
tion of how much of the Federal cost of highways should be borie
by taxes onl the general public and hlow much should be borne by
taxes specifically on highway users. The conclusions reached in tlie
cost allocation study can be summarized as follows:
Rereunue requirements of calendar year 1004' ------------------- $3,548,500
Net allocation to motor.vehicle user taxes ........... .. - 3, 274. 708

Percentage distribution to users ---------------------------- 2. .

Allocation to other revenue sources:
(1) J)Ireet coat Items not chargeable to motor reitcle users:

Funds apportioned to Puerto Rico ------------------- $, 03
Military loading (bridges) -------------- 1,----------- 12
Military vertical clearance ------------------------- 5,06
Navigational clearance --------- ------------------ 11,179
Public utility relocations --------------------------- 5 0,728

Total --------- ----------------------------- 74,838
(2) General allocation -------------------------------- 198,804

(3) Total allocation to other revenue sources ----------- 273, 702
Percentage distribution to non-users --------- ------------ 7.71

'Assuming completion of the Interstate System by July 1, 1972.
Source: Highway Cost Allocation Study, p. 145.

This tabulation is the'source of the widely quoted figure that 8 percent
of the cost of the highway system should be borne by the general
public rather than paid for through user taxes. It will be noted that
nearly three-quarters of the nonhighway user allocation is attributable
to all item shown in the tabulation as "general allocation." This is the
result achieved through combining several methods of estimating
the benefits to local property owners of a highway system. There is
also included in the 8 percent, several other -direct costs not incurred
for the benefit of the driving public. These are costs of public utility
relocations, costs incurred to meet military and navigational require-
ments, and certain funds apportioned to Puerto Rico.

This tabulation of the highway cost does not include any allocation
to the general fund on the grounds that the Interstate System is of
great potential value in a possible future war.

The forecasted level of Federal-aid highway expenditures for the
1962 year is in the neighborhood of $3.1 billion, 8 percent of which is
approximately $250 million.
2. Allocation between clause. of users

The other pi'incipal problem dealt with by the highway cost allo-
cation study was the question of the relative tax burdens which
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should be imposed upon different classes of users, namely, passenger
automobiles, buses, and trucks of various sizes.

The highway cost allocation study developed allocations under sev-
eral different methods of spreading costs beween various classes of
users but attention was concentrated on the results developed under
two of these methods, namely, the incremental method and the differ-
ential benefit method.

The incremental method was applied on the basis of ia detailed
analysis of the results of a 4-year study, on a specially designed test,
road, conducted tnder the auspices of the Anricani Association of
State Highway Officials. In principle, the increnteanl cost. method
attempts to classify the various highway costs antd to associate each
of these clarses with the par icular class of user for whose benefit they
were incurred. The incremental method allocates general costs on
it mileage 1)asis but. allocates additional incenents of costs to the
special types of road usO8 which nmike the incurring of these costs
necessary.

In the differen(ial benefit study, an estimate wits made of the reln-
tive advantages derived front tle Federal-aid highways by various
class of users. These relative advantages, or differential benefits,
were then used as a basis for allocating tit. anllnul cost to the Vaiious
classes of users.

The differential benefit. analysis involved first identifying the types
of benefit from highway improvement. capable of moeasirenent. The
benefits taken into account were rehduction in vehicle operating cta!.
reduction in cost. of accidents, reduction in traveltime, and reduction
in driver strain and discomfort.

The effect of highway improvements on reduced accident costs,
Iedu.d cost of vehicle maintenance, etc., was determined from a
number of special studies.

The various features of highway improvement which gave rise to
one or more of the types of benefits listed above were the following:

Reduction in surface roughness.
Increase in lane width.
Increase in number of lanes.
Reduct ion in travel distant".
Reduction in rise au(d fall.
Elimination of grade level intersections.
Elimination of access points.
Elimination of sharp curves.

Table 10 indicates for various types of vehicles the estimated annual
tax responsibility developed raider the differential benefit method and
incremental method. It also shows the burden of highway trust fund
taxes on each of these vehicles on the basis of the law in effect during
the fiscal year 1901, on the basis of the law as provided by the House
bill, on the basis of that provided by your committee's bill and on the
basis of the President's proposal. The estimated tax responsibility
shown under the two allocation methods on this table are developed
by assigning to the highway users only 92 percent of the costs of the
highway program, since the study assumed that the remaining 8 per-
cent should be borne by nonhigiway users.

A comparison of the payments required under the bill with the two
methods for allocating costs shown in table 10 indicates that in the case

S. Rept. 867, 8-2-8



T-aBLE 10.-Federal ecse "ment per mile to the lighway (rlst fund uindcr present law, tA Preident~g prOPOMal 1I945C btl and yourcommittee , oill, compared to codt responuibily indicated by the incremental and differential bcnefai cost at-dics

-- ICentSpeml PWMO 1

I- Itnt tVehkWl type

Automobile ....................
Singke wilit trucks:

2-axi'. 44jre......................
2-nxle. 6-tire .....................

COMtIdation's Withs.enflhtrallcr:
3.axk-. 40.000 pounds grow vehicle

Wright:

(CI~lne powered.. ..........
I fel tI m- ....ro ..............4-~e 14(mu pounds groi Vehicle

"Doune powered..............

GhmclI powered..............I

mental entWa
am benaft

0. 313

.21ri

1.428
1. 42b

1. SM

2. 527

0.3S3

.456

1. 452

ITax ratfo in effect Jan.!1. 1961.2 Included In the Preidents morning of Feb.28. 1961.

Pres.

law'S

0.3r,

.437

L 191

1.429
L 167

1.80
L 48G

Prea-
I (ent's
Ipro-
pogal'

0. 32

.451

1.302
1.882

1.8M3
2.117

z.2M7
2.01l

Your
nlouns 1m-

bili

a.315 :16

.517 I 56
-OW I .96

1.518
L 371

1. "81
Ll

2309

1.53
1.367

1. 774
L =4

29

l.92~ s.o;

& "48
& 17*

& 07,

Auttiobile tax f'~Woosbuhty Ratio to 210wmbn tax euphltVd by b mcenaWa a4 study Inldic"Otoy diarwanz,j boeneft stUdy

P res s t. Flour omefW . poi.I fYourust dears limmo a. 0LW ena ct devVs llfuqe mjaw I pro- bill 1uil s " eft aw ' I w, OM-uci

bil

0.6 1.92 1 1.00 Loa 0.5 0a99 a 98 091.40 1.441 1.65 1."8 1.101 1.3.1 13.40 1.40 1.42.12 2 4.6 Z.55 L 42 j20 Or .Z17 z.I 2.47

3.82 501 4.83 4.53 3.911 &.GO 4 93 4.74 .0&.27 46011 4.3S4 4.37 all 1 S. b.31 C2# 4.=

4. Sr

6.01
4.74

%. to

7.631

-TWO: W.O. &Dqmarmen at CrnzMU, liUMU of Publi IlOads

5069 & C 4.30 4.42 5 G7 5' S! & 494t92 4.90 4.50 3G1 6556 4.7-7 4.0-6

31 7.34 1 S £31 9 101 .29 7.j 17 .IG4.19 6.C16 3.01 4.OS 8.39 400 &917
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:i4

'.4
~I.

0

0
'4

0

1 1 -1 - -

I
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of automobiles the payment provided under your committee's bill lies
IKtween ile diltemiti al Ibueilt method and tile incremental mctlhod.
litre the diJlreltitial benet,t alloeat io niethod is slightly higher than
either the payment under tihe cniitittee bill or the Inereniental meth-
od. Ill th ease of pickup tiltrcks and stake trucks (tile 2-axlo 4-tire
and 2-axie 0-tiro trtucks the cost under the committee bill is higher

mial uncider. either of the cost allocation methods. It, is difficult not
to assign too largeoit share of the (ax to these Classes of trucks be-
C111.41 of their relatively low mileage. Also, in this case tile mann-
filcurers' tax on" trucks is an important iten -.n"d is tile reason wily
the cost, under the committee bill in these casea exceeds tile cost under
the President's proposal. (Under his proposal thissame cost exists for
the vehicle owner but is charged to tlie general fund.)

For vehicle combinations such as truck, tractors, and trailers, the
payments uider tho bill, with one exception, fall between the charges
wl;ielh would bo made under the differential benefit, and incremental
methods. The exception is in the 3-axle gasoline-powered vehicle.

Your comnitteo believes that it is proli r for the burden under thle
bill to fall between tie charges provided Tb the two methods insofar
s ossible. It takes this view because in pafrt it appears desirable that

the cost, be spread on the basis of benefits in tie various classes of
tsers and in part. that it be spread on tile basis of tie additional costs
icurred beeauso of each of tile various classes of users. It will be

noted that the President's proposal mch more Closely follows the in-
"cremental method, ignoring almost entirely tile (ilerential benefit
method.

Table 11 shows, bv individual taxes, how the cost p)er selected vehicle
is derived and tins is compared with the payments required under tile
incremental method and differential benefit method.

TAILE I I.-.slimiales of annual trust fund revenues from seleded hides, under
existing leislation, and your committees bill, compared to eatimalcd tax
responsibility

Tr 3d Parts
OGto- Dliesl Vehicle Tires Inner- rub- anti Vehicle Total
line exctse tubes ber aeres-, u.

Automobile:
Trust fund revenue from-

Exising lbw for-
Fiscal year 1961 ..... M 84- ........-........ 2.15 10.12 10.32 ................ $29.43
Fiscal year 19 ... .13 ........ $11.10 2.16 .12 .32 10. 0 ........ 34 42

J.R. 6713 amended by
your committee, 1906. 2.81 ............... 2.09 .13 .43 ................ 30.09

Required payment under-
Jn remental ethod ... ................................................. 30.00
)ifferential benefit
method ............................. ...................... 31.00

24tire track:
Trust fund revenue from-

Exxisting law for-
Fisml year 9 . 30.00 ........ (L39 2.39 .25 ' ................ 39.30
Fiscal year 19 ..... 22. 0......... 39 2.39 .25 .27 .51 ........ 32.1

fl.R. 6713 amended by
your oommlttee, 1961. 30.00 ........ 12.78 2.99 .28 .30 ................ 4L41

Requlited payment under-
lnweiental method ............................................... 00
Differential benefit
meithd ............................ ............ ................ 3L 00

2-ase, 6tlwrr track:
Trust fund revenue from-

Exslsting %mw for-
Fisv.i year 1961 ..... M. 48 ........ 13. 0 7.13 1.2 1. 13 .............. 79.74
Fiscl ,ye ar 194 ... 42.36. ... 13. W 7.13 1.20 1.13 1.16 .. ... M.78

M.R. 0713 amended by
your committee, 19A. 50.48 ........ 27.00 891 1. 33 1. &0 ........ 95.82
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TABLE 1 I.-Ilimatcs of annual trust fund revenues from selected vehicles," under
existing leisOtalion, and your commiltee's bill, compared to estimated .lox
responsibility-Contitiel

Tlread Parts
Oao- l)esel 'chicle Tires Inn rut- and Vehicle Total
line exiets tubeq bet acms use

$orieI

2-axl,. 6-tire truck.-Cont.
Required pa. ment under-

Increnelit al mUethod..--
1Diterential benefit

method .............
3-axle gasoli ne t r actor semi trailer

combination:
Trust funi revenue from-

Existing taw for-
FLal year 1961 ....
Fi:-al year 1964 ---

II.R. 6713 amended by
your committee. 1961.

Required ICx nwnt under-
Inclimhfvtal method ....
i)iterential benefit

method --------------
3-axlk ditel tractor scmitraikr

coniination:
Trust fund rtvenue from-

Eistinit lw for--
Fiscal year 1961.
Fiscal year 164 .

II.It. 6713 amended by
your committee, 1934..

Required piaynent under-
Incremental method ....
ti)llerential benefit

nM-thod...........
4-axle giasoline tratr semi-

trailer (vlyn
t
in tli;):

Tru fund revenue from-
EAt-h'g tin I% for--

Fiscal year 1961 .....
FIscal ye,tr .....

II.11. 6713 anenled by
your comint te, 194.

Required tKmynient under-
Incremental mlethod...
tMilerenti-rl benefit

ertho lo-...........
4-axle diesel tractor semitrailer

corllnatkon:
Tru-t fund revenue from-

Exi-ting 1L%% for-
FLsal ye-ar 196 .
Fis-al year 1964 ....

lIlt. 6713 anenled by
your onittee, 1961

Required iayncnt uier-
Incremental method ....
lilerentitl benefit

nietll-..............
5-axle gasoline tractor seml-

trailer conblitatton:
Ts ut tutnd revenue from-

Exiilng law for-
Fised year 1961.
Ficu year J. .....

II.R. 6713 amenled by
your conmnittee. 1964

Required payment under-
Incremental method .
I)itTerent I-U benefit

methl ..............
,-axle diesel tractor semitratler

conination:
Trust fund revenue from-

Existing law for-
Fiscal year 1961 .....
Fiscal year 1Q64 ..

JI.R. 6713 amended by
your committee, 1961

Required payment uner-
Incremental method....
Differentll benefit

method ...............

Wo). (0
240. R)

373). 00

451.,6

W'0.0ci

$244.2'-I
13.21

244. 2

........ 436.36

....... 327. 27

....... 436.36

912.46
707.07

942. 76

$59.7,
59.75

119.50

68.25
0Q,.25

136.50

9&1 14
K8.14

196.28

110.99

1049w

221.98

127.25

254.50

$27. 87
27.87

31.81

27.87
27.87

34.84

58.'3

73. 16

3.15

3.15

3-5

3.60
3.1,6

7.35
7.3,$

&.17

58. 3 I 7.3,5
58.53 7.35

73.16 & 17

$.61

7.48

&6l5.61

7.41

11.79
11.79

16. 72

4.39

12.83

11.19 ..
11.791 &.56

120

60

120

75.00
76.00

165.00

75.00
75.00

I5.72 .. 1165.60

$55-00

55.00

476.38

403.23

5. 32

571.WW5 .NO
505.0)

409.16

352.

5460

671.00

505.00

856.89

718.30

1,061.41

I*08'5.00

871. 00

700. 02

599.49

9Y20.39

1,085.0(0

....... ....................... ........ 871.00

121.24
121.24

151.55

23.96

M.... 61.16 113.18 121.24 12.11 ?2.73 .
..----- --4 37 1143.18 1 121.24 112.14 122.731 12. 78

a0.00
90.09

21 0

1.31(L 12
1,101.39

1, (0& Co

1,709.00

1,245.00

90.00 1,010. 45
00.00 $0.44

..... 651.16 1.8.36 151.55 13.49 130.30 . 2.... 16.00 11,34& 86

...... ...... . ..... ...... .... .... ...... .. . 1.. ,769.00

....... .. . .. ...... .... .... ...... .. . .. 1,24.00

Source: U.S. Department of Commerce, Bureau of Public Roads.
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V. INSTALLMENT PAYMENTS OF TAX ON THE USE OF
HIGHWAY VEHICLES

Both versions of the bill add a new provision to the Internal Rev-
enue Code (sec. 0150) providing that those subject to the tax on the
use of highway motor vehicles weighing over. 2,000 pounds may
elect to pay tlhis tax in installments. This provision has been added
to title II of the bill because it. was recognized that, in the case of
truckers operating on quite limited funds, tie requirement that this
entire tax be paid in one payment works i real financial hardship.

Under existing regulations, any person incurring liability for this
use tax is required to file a return on or before tio lost day of the
next month after that in which the first use of any motor vehicle
occurs. (Under this, of course, a taxpayer may be required to file
more than one return during the year and under the new provision a
separate election to pay. an installment may be made with each such
return unless the return is filed in the last 3 months of the fiscal year.)
Under the bill the first installment of tax is due at the same time the
return must be filed. The second installment is due on or before the
last clay of the third month following the calendar quarter in which
liability was incurred. The third installment, if any is due, must be
paid on or before the last day of the sixth month following the calendar
quarter in which liability was incurred, and the fourth installment, if
any is due, must be paid on or before the last day of the ninth month
following the calendar quarter in which liability was incurred. The
tabulation presented below has been worked out to show the install-
ment due dates described by the bill based on the plesently prescribed
date for filing the return. This table of payments, it will be noted,
presents a plan for regularizing all payments after the initial payment
which, of course, is determined by the month in which liability is
first incurred.

1" the liability was 1st Installment Is 2d Installment is 3d Installment i 4th Installment Is
Incurred in- due on or before due on or before due on or before due on or before

the last day of- the last day of- tie last day of- the last day of-

July ................... Auust ............ De inber ......... March ............ June.
Augu....st ........ e . e .......sit.rh..........June.

pe eo ................ 1'tI ............ June.
Ociober............November........ %larch ............ lung ..............
Novrember............ M)erb .r......Mach.........lJne .........
December .......... January ........ March .... ItA, ..............
January ............ te ...... June .............
Febary.......... March ......... lie ...........
March ............. April .............. June ...........

Where a vehicle subject to this tax is sold during the year, it is
possible for two persons to become liable for this tax. However,
provision is made to prevent doubling up of tax payments in such
cas. The person in whose name tile vehicle is registered at the time
of the first taxable use incurs liability for the total tax at the time of
such first use of the vehicle. This liability is for the total tax even
though he elects to pay the tax in installments, and sells the vehicle
to another person before the end of the taxable year. Although the
first owner of the vehicle is liable for the full payment of the tax
(even for installments due after selling the vehicle), if he fails to pay
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either (lie total tax or any installment when due tile second owner
may be required to pay any tax remaining due. his liability begins
in the month in which he is notified of itb-y the District Director of
Internal Revenue. He may then pay the tax in installments if more
than 3 months remain in the fiscal year.

Technical provisions added in connection with this installment
privilege are similar to those applicable in other cases whore taxes are
paid in instalhnents. Thus, wIiere any part of a tax is omitted from
a return filed by a taxpayer who has elected the installment privilege,
this additional tax is prorated equally to all installments, whether
paid or unpaid, for which the election has been made. The additional
tax prorated to the installments alrendy due must be paid upon notice
and demand from the Secretary of the Treasury or his delegate.
Also, where a taxpayer fails to pay an installment on or before the
date prescribed for payment, the bill provides that the entire unpaid
tax must be paid upon notice and demand from the Secretary of the
Treasury or his delegate.

Interest on underpaynents of installments runs from the due date
for the installment. However where the installment privilege has
been terminated, and the time for payment of remaining installments
accelerated by the issuance of a notice and demand interest on these
installments runs from the date of the notice and demand. Interest
on additional tax prorated as described above is to run from the date
prescribed for the payment of the first installment.

V. GASOLINE SOLD FOR USE FOR NONFUEL PUR.
POSES AS MATERIAL IN MANUFACTURE OF ANOTHER
ARTICLE

At the present time petroleum products, other than gasoline, such
as methane, pentane, and propane are widely used as raw feed stock
by chemical companies in tihe manufacture of plastics and petrochend-
cals: Under present law these products when sold for use or used by
any person for the propulsion of a motor vehicle, motorboat or
airplane are subject to the same 4-cent tax as gasoline. However,
when these products are sold to chemical companies for u.es such as
those referred to above, no tax is applicable. Gasoline, on the other
hand, under present law is subject to a 4-cent tax, except that where
it is used for nonhighway purposes a 2-cent refund may be claimed.

The chemical companies have found that natural gaoline also is
capable of being used in the manufacture of plastics and other petro-
chemicals. It has been reported thlat it is an excellent charging stock
for petrochemical manufacturing, being suitable to supplement exist-
ing chemical raw feed stocks. Pilot plant exeriments ill the use of
casinghead and natural gasoline in the manufacture of plastics and
other petrochemicals alsohave proved successful. However, gasoline
has not been used in the manner commercially primarily because of
the net 2-cent-a-gallon tax which must be paid.

Your committee believes that it is unfortunate to in effect prevent
the use of gasoline in the manufacture of other nonfuel articles. This
is contrary to the policy the Congress has followed in generally not
taxing articles which are used in fie manufacture of other articles.
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As a result of these considerations title II of both versions of the
bill provides an exemption from the gasoline tax in the case of
gasoline sold for use by the purclaser (or his purchaser) for nonfuel
prpo -us a material in tile mnufatcture of another article to be
produced by the purliaser (or second purchaser).

For the exemption to apply, the gasoline must be sold for use as all
ingredient of the article being manufactured or produced, as would
be the case whel it is used as an ingredient in plastics or petro-
chemicals. The exemption does not apply if the gasoline is consumed
in tile manufacturing process ratlther than being an ingredient in the
finished product. Thnus, for examj)le, gasoline used to power maciin-
cry at a plant would iot. be considered as used as a material in the
manufacture or production of an article being manufactured or pro-
duced at such a plant.

The phrase "for nonfuel purposes" is intended to make it clear
that this exemption does not, apply even though the gasoline becomes
it component lart, or is used as a material in another article if tie
gasoline serves as a fuel either by itself, or as a fuel additive to another
product. No change in present law is intended in this respect.

The bill also amends the code (see. 4218) to permit a similar
exemption from tax where the producer or importer of the gasoline
himself makes a, nonfuel use of the gasoline as a material in the
manufactu re or production of another article. In addition, the bill
amnods the code (sec. 6410(b) (3)) to permit a credit or refund of the
tax paid on gasoline where the purchaser uses it for nonfuel purposes
as a material in the manufacture or production of another article.

Since gasoline presently is not being used for th purpubes described
above, and since it appears unlikely that it will be so used so long as
the present tax applies, it is believed that this exemption will not
result, in any loss of revenue. This exemption, or edit, or refund,
in the case of gasoline used by a person other than the producer or
importer is to apply with respect to gasoline sold on or after October
1, 1961. and in the case of gasoline used by the producer or importer
himself is to apply to gasoline used on or after that date.

VII. PAYMENTS TO RETAILERS FOR GASOLINE TO COM-
PENSATE FOR TAX LOST BY SHRINKAGE, EVAPORA-
TION, ETC.

Your committee has added an amendment to the bill providing
that retail dealers of gasoline are to be compensated for the tax paid
on gasoline which is lost by shrinkage, evaporation, or other causes.
The payment is to be 1 percent of the gasoline tax on the gasoline
sold by the dealer.

Under present law the Federal tax on gasoline is imposed on the
producer, importer or wholesale distributor of the gasoline and is
payable shortly after he makes his sale. Thus, for the producer,
importer, or wholesale distributor losses through shrinkage or evap-
oration, etc., while the gasoline is in his possession do not result in
the payment of tax on a larger amount than that sold. In the case of
a retail dealer, however, since the tax is usually imposed on tile person
from whom he makes the purchase, any amount of gasoline he loses
is tax-paid gasoline. In the past, when the tax was imposed only on
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thb producer or importer, Congress recognized that this type of treat-
mont discrimmated against wholesale distributors and as a result in
1959 permitted these istributors to buy gasoline on a tax-free basis
and pay the tax at the time they made their sale. It is not practical
however, to collect the gasoline tax from each of the many retail
gasoline dealers, however, at the time they make their sale. As a
result, in order to remove this discrimination in the case of retail
dealers, your committee's amendment, in lieu of imposing a tax at
the retail level, grants the 1 percent shrinkage allowance to the dealers.

Claims for payment of this allowance are to be filed on an annual
basis for the year ending June 30. The claims must be filed within
8 months of the end of such a year.

No allowance is to be paid to any retail dealer for gasoline sold by
him if the Treasury Department determines the gasoline was exempt
from the gasoline tax the tax is refundable to any one, or with respect
to gasoline used on arms or gasoline used for certain nonhighway
purposes of by local transit systems (under sec. 6421). Also, no
allowance is to be paid to a retail dealer for gasoline sold by him
to another dealer including a wholesale dealer or distributor ofgasoline.

This allowance with respect to shrinkage, evaporation, etc., is to
be available only with respect to gasoline sold by retail dealers after
June 80, 1961.

Since all of the receipts from the gasoline tax are appropriated to
the highway trust fund; provision is made for reimbursement of the
general fund of the Treasury by the highway trust fund for these
allowances paid to retail dealers.

VIII. CHANGES IN EXISTING LAW

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

HIGHWAY REVENUE ACT OF 1956

-SEC. 209. HIGHWAY TRUST FUND*
It(a) CREATON OF TnusT FUrD.-There is hereby established in
the Treasury of the United States a trust fund to be known as the
"Highway Trust Fund" (hereinafter in this section called the "Trust
Fund"). The Trust Fund shall consist of such amounts as may be
appropriated or credited to the Trust Fund as provided in this section.

(b) DECLARATiON OF Pottcy.-It is hereby declared to be the
policy of the Congress that if it hereafter appears-

(1) that the total receipts of the Trust Fund (exclusive of
advances under subsection (4I)) will. be less than the total ex-
penditures from such Fund (exclusive of repayments of such
advances); or

(2) that the distribution fthe tax burden among the various
classes of persons using the Federal-aid highways or otherwise
deriving benefits from such highways, is not equtable,'
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the Congress shall enact legislation in order to bring about a balance
of total receipts and total expenditures, or such equitable distribution,
as the case may be.

(c) TRANSFER TO TRUST FUND OF AMOUNTS EQUIVALENT TO
CERTAIN TAXES.-

(1) IN ONERAL.-There is hereby appropriated to the Trust
Fund, out of any money in the Treasury not otherwise appro-
priated, amounts equivalent to the following percentages of the
taxes received in the Treasury before [July 1 1972] October 1,
1978, under the following provisions of the Internal Revenue
Code of 1954 (or under the corresponding provisions of prior
revenue laws)-

(A) 100 percent of the taxes received after June 30, 1956,
under sections 4041 (taxes on diesel fuel and special motor
fuels), 4071(a)(4) (tax on tread rubber), and 4081 (tax on
gasoline);

(B) 20 percent of the tax received after June 30 1956,
and before July 1, 1957, under section 4061(a)(1) (tax on
trucks, buses, etc.);

(C) 50 percent of the tax received after June 30 1957,
and before July 1, 1961, under section 4061(a)(1) (tax on
trucks, buses, etc.), and 100 percent of the tax received qfter
June 80, 1962, under section 4061 (a) (1);

(D) 373t percent of the tax received after June 30, 1956,
and before July 1, 1957, under section 4071(a)(1) (tax on
tires of the type used on highway vehicles);

(E) 100 percent of the taxes received after June 30, 1957,
under section 4071(a) (1), (2), (3) and (5) (taxes on tires
of the type used on highway vehicles, other tires, and inner
tubes);

(F) 100 percent of the tax received under section 4481
(tax on use of certain vehicles); and

(G) 100 percent of the floor stocks taxes imposed by sec-
tion 4226(a).

In the case of any tax described in subparagraph (A), (B), or
(D), amounts received during the fiscal year ending June 30,
1957, shall be taken into account only to the extent attributable
to liability for tax incurred after June 30, 1956.

[(2) EXCISE TAX ON AUTOMOBILES, PARTS AND ACCESSORIES
re.-There is hereby appropriated to the Trust Fund, out ot

money in the Treasury not otherwise appropriated, amounts
equvalent to that portion of the taxes received m the Treasury
after June 30, 1961, and before July 1, 1964 under subsection
(a)(2) (tax on passenger automobiles, etc.) and b) (tax on parts
and accessories) of section 4061 of the Internal Revenue Code of
1954 which is equal to the amount which would have been so
received if the tax rate under each such subsection had been
5 percent in lieu of the applicable rate.]

(3) LIABILITIES INCUIRREI' uFIE LJULY 1, OC]OBR 1, 1972,
FOR NEW Ol INCREASED TAx'S.-There is hereby appropriated to
the Trust Fund, out of any money in the Treasury not otherwise
appropriated,' amounts equivalant to the following percentages
of the taxes which are received in the Treasu;y [ fter June 30,
H. Rept. 867, 8-2----4
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1972 and before July I, 1973. and which are attributable to
liability for tax incurred before July 1, 1972,] after September 30,
197*, and before July I, 1073, and u, hieh are attributable to liability
for tax incurred before October 1, 197*, under the following pro.
visions of the Internal Revenue Code of 1954-

(A) 100 percent of the taxes under sections 4041 (taxes on
diesel fuel and special motor fuels) 4071 (a)(4) (tax on tread
rubber), and 4081 (tax on gasoline);

(B) 20 percent of the tax under section 4061 (a)(1) (tax
on trucks, buses, etc.);

[(0) 37% percent of tLe tax under section 4071(a)(1) (tax
on tires of the type used on highway vehicles); and]

(C) 50 percent of the tax under sedion 4071(a)(1) (tax on
tires of the type used on &ighuuay vehides) and 10 percent of the
tax under section 4071 (a) (3) (tax on inner tubes or tires); and

(D) 100 percent of the tax under section 4481 (tax on use
of certain vehicles).

(4) M ToD OF TRANSFE.-Tho amounts appropriated by
paragraphs (1), (2), and (3) shall be transferred at least monthly
from the general fund of the Treasury to the Trust Fund on
the basis of estimates by the Secretary of the Treasury of the
amounts, referred to in paragraphs (1), (2), and (3) received in
the Treasury. Pr or adjustments shah be made in the amounts
subsequently transferred to the extent prior estimates were in
excess of or less than the amounts required to be transferred.

(f) EXPENDITURES FROM TnusT FUND.-
(1) FEDERAL-AID HIGHWAY PRooAM.-Amounts in the Trust

Fund shall be available, as provided by appropriation Acts, for
making expenditures after June 30, 1966, and before [July 1,
October 1, 1972, to meet those obligations of the United States
heretofore or hereafter incurred under the Federal-Aid Road Act
approved July 11, 1916, as amended and supplemented, which
are attributable to Federal-aid highways (including those portions
of general administrative expenses of the Bureau of Public Roads
payable from such appropriations).

(2) REPAYMENT OF ADVANCES FROM GENERAL FUND.--.- nces
made pursuant to subsection (d) shall be repaid, and interest on
such advances shall be paid, to the general fund of the Truasury
when the Secretary of t e Treasury determines that moneys are
available in the Trust Fund for such purposes. Such interest
shall be at rates computed in the same manner as provided in
subsection (e)(2) for special obligations and shall be compounded
annually.

(3) TRANSFERS FROM TRUST FUND FOR EGASOLINE USED ON
FARMS AND FOR CERTAIN OTHER PURPOSES] FOR PAYMENTS MADe
wIrT ASeCr TO GAsoLNR.-The Secretary of the Treasury shall
pay from time to time from the Trust Fund into the general fund
of the Treasury amounts equivalent to the amounts paid before
July 1, 1973, under sections 6420 (relating to amounts paid in
respect of gasoline used on farms) Land 6421], 64*1 (relating to
amounts paid in respect of gasoline used for certain nonhigh-
way purposes or by local transit systems), and 64*4 (relating to
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almounts paid in respect of gasolite lost by shrinkage, evaporation,
etc.) of the Internal .Revenue Code of 1954 on the basis of claims
filed for periods beginning after June 30, 1956, and ending before

July 1,1 October 1, 1972.
(4) 1972 FLOOR STOCKS REFUNDS.-The Secretary of the

Treasury shall pay from time to time from the Trust Fund into the
general fund of the Treasury amounts equivalent to the following
percentages of tho floor stocks refunds made bMfore July 1, 1973,
under section 0412(a)(2) of the Internal Revenue Code of 1954-

(A) 40 percent of the refunds in respect of articles subject
to the tax imposed by section 4001 (a)(1) of such Code
(trucks, buses, etc.);

(B) 100 percent of the refunds in respect of articles subject
to tax under Csection 4071(a) (1) or (4) of such Code (tires
of the typo used on highway vehicles and tread rubber)]
section 4671 (a) (1), (8), or (4) of such Code (certain tires, tubes,
and tread rubber); and

(C) E66%] 80 percent of the refunds in respect of gasoline
subject to tax under section 4081 of such Code.

E(5) 1901 FLOOR STOCKS REFUNDS ON G0ASoIN.-The Secre-
tary of the Treasury shall pay from time to time from the Trust
Fund into the general fund of tho Treasury amounts equivalent
to the floor stocks refunds made before July 1, 1902. under see.
tion 0412(a)(3).3

INTERNAL REVENUE CODE OF 1954

CHAPTER 31-RETAILERS EXCISE TAXES
* * .* S S 5 9

Subchapter E-Speclal Fuels

8eo. 4041. Imposition of tax.
Sec. 4042. Cross reference.

SEC. 4041. IMPOSITION OF TAX.
(a) DiESEL FuEL.-Thoro is hereby imposed a tax of E3 cants] 4

cents a gallon upon any liquid (other than any product taxable under
section 4081)-

(1) sold by any person to an owner, lessee, or other operator of
a diesel-powered'highway vehicle, for use as a fuel in such vehicle;
or

(2) used by any person as a fuel in a diesel-powered highway
vehicle unless there was a taxable sale of such liquid under para-
graph (1).

In the case of a liquid taxable under this subsection sold for use or
used as a fuel in a diesel-powered highway vehicle (A) which (at the
time of such sale or use) is not registered, and is not required to be
registered, for highway use under the laws of any State or foreign
country, or (B) which, in the case of a diesel-powered highway vehicle
owned by the United States, is not used on the highway, the tax im-
posed by paragraph (1) or by. paragraph (2) shall be 2 cents a gallon.
If a liquid on which tax was imposed by paragraph (1) at the rate of
2 cents a gallon by reason of the preceding sentence is used as a fuel in
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a diesel-powered highway vehicle (A) which (at the time of such use)
is registered, or is required to be registered, for highway use under ti1e
laws of any State or foreign country, or (B) which, in the case of a
diesel-powered highway vehicle owned by the United States, is used
on the highway, a tax of EI cent] 8 cents a gallon shall be imposed
under paragraph (2).

(b) SPECIAL MOTOR FuzLs.-There is hereby imposed a tax of
[3 cents] 4 cents a gallon upon benzol, benzene, naphtha, liquefied
petroleum gas, or any other liquid (other than kerosene gas oil, or
fuel oil, or any product taxable under section 4081 or subsection (a)
of this section)-

(1) sold by any person to an owner, lessee, or other operator of
a motor vehicle, motorboat, or airplane for use as a fuel for the
propulsion of such motor vehicle, motorboat, or airplane; or

(2) used by any person as a fuel for the propulsion of a motor
vehicle, motorboat, or airplane unless there was a taxable sale of
such liquid under paragraph (1).

In the case of a liquid taxable under this subsection sold for use or
used otherwise than as a fuel for the propulsion of a highway vehicle
(A) which (at the time of such sale or use) is registered or is required
to be registered, for highway use under the laws of any State or foreign
country, or (B) which, in the case of a highway vehicle owned by the
United States, is used on the highway, the tax imposed by paragraph
(1) or by paragraph (2) shall be 2 cents a gallon. If a liquid on which
tax was imposed by paragraph (1) at the rate of 2 cents a gallon by
reason of the preceding sentence is used as a fuel for the propulsion
of a highway vehicle (A) which (at the time of such use) is registered,
or is required to be registered, for highway use under the laws of any
State or foreign country, or (B) which, in the case of a highway vehicle
owned by the United States, is used on the highway, a tax of [I cent]
2 cents a gallon shall be imposed under paragraph (2).

(c) RATE REDUCTION.--On and after (July 1,] October 1, 1972-
(1) the taxes imposed by this section shall be 1 cents a

gallon; and
(2) the second and third sentences of subsections (a) and (b)

shall not apply.
(d) Ex mpTioN FOR FARM USE-

(1) ExEMpro.i.-Under regulations prescribed by the Secre-
tary or his delegate-

(A) no tax shall be imposed under subsection (a)(1) or
(b)(1) on the sale of any liquid sold for use on a farm for
farming purposes, and

(B) no tax shall be imposed under subsection (a)(2) or
(b)(2) on the use of any liquid used on a farm for farming
purposes.

(2) USE ON A FARM FOR PARMIN PURPOSES.-For purposes of
paragraph (1) of this subsection, use on a farm for farming pur-
poses shall be determined in accordance with paragraphs (1), (2),
and (3) of section 6420(c).

(e) EXEMPTION FOR USE As SUPPLIES FOR VEssEws.-Under regula-
tions prescribed by the Secretary or his delegate no tax shall be im-
posed under subsection (b) in the case of any fuel sold for use or used
as supplies for vessels or aircraft (within the meaning of section 4221(d)(3)). .
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[(f) TEMPoRAnY INCREASE:S IN TAx.--On and after October 1,
1950, and before July 1,1961-

[(1) if (without regard to this subsection) the tax imposed by
subsection (a) or (b) is 3 cents a gallon, the tax imposed by such
subsection shall be 4 cents a gallon, and

S(2) if (without regard to this subsection) the tax imposed
un or paragraph (2) of subsection (a) or (b) is I cent a gallon
the tax imposed Under such paragraph shall be 2 cents a gallon.1

CHAPTER 32-MANUFACTURERS EXCISE TAXES

SUDCIIAPTKR A. Automotive and related items.
Su CnAPTzR B. Household type equipment, etc.
SUcnuAPraR 0. Entertainment equipment.
SuCaIA'rBRa D. Recreational equipment.
BUJUCIJAPT91 E. Other Items.
SUBCHAPTrZn F. Special provisions applicable to manufacturers tax.
SuicupzP 0. Exemptions, registration, etc.

Subchapter A-Automotive and Related Items

Part I. Motor vehicles.
Part II. Tires and tubes.
Part III. Petroleum products.

PART I-MOTOR VEHICLES

Sec. 4061. Imposition of tax.
See. 4062. Definitions.
Bo. 4063. Exemptions.

SEC. 4061. IMPOSITION OF TAX.
(a) AuToMoBLEs.-There is hereby imposed upon the following

articles (including in each case parts or accessories therefor sold on or
in connection therewith or with the sale thereof) sold by the manu-
facturer, producer, or importer a tax equivalent to the specified
percent o1" the price for which so sold:

(1) Articles taxable at 10 percent, except that on and after
[July 1,3 October 1, 1972, the rate shall be 5 percent--

Automobile truck chassis.
Automobile truck bodies.
Automobile bus chassis.
Automobile bus bodies.
Truck and bus trailer and semitrailer chassis.
Truck and bus trailer and semitrailer bodies.
Tractors of the kind chiefly used for highway transporta-

tion in combination with a trailer or semitrailer.
A sale of an automobile truck, bus, truck or bus trailer or semi-
trailer shall, for the purposes of this paragraph, be considered to
be a sale of the chassis and of the body.

(2) Articles taxable at 10 percent except that on and after
July 1, 1961, the rate shall be 7 percent--

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

Chassis and bodies for trailers and semitrailers (other than
house trailers) suitable for use in connection with pas-
senger automobiles.
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A sale of an automobile, trailer, or semitrailer shall for the
purposes of this paragraph, be considered to be a sale of the
chassis and of the body.

PART I1-TIRES AND TUBES

Sec. 4071. ImposItion of tax.
Boo. 4072. Definitions.
Sec. 4073. Exemptions.

SEC. 4071. IMPOSITION OF TAX.
(a) IMPOSITION AxD RATI OF TAx.-There is hereby imposed upon

the following articles, if wholly or in part of rubber, sol by the manu-
facturer, producer, or importer, a tax at the following rates:

(1) Tires of the typo used on highway vehicles, 18 cents]
10 cents a pound.

(2) Other tires (other than laminated tires to which paragraph
(5) applies), 5 cents a pound.

(3) Inner tubes for tires, [9 cents] 10 cents a pound.
(4) Tread rubber, (3 cents] 4 cents a pound.
(5) Laminated tires (not of the typo used on highway vehicles)

which consist wholly of scrap rubber from used tire casings with
an internal metal fastening agent, I cent a pound.

(b) DZTERMNATION OF WEIGHT.-For purposes of this section,
weight shall be based on total weight, except. that in the case of tires
such total weight shall be exclusive of metal rims or rim bases. Total
weight of the articles shall be determined under regulations prescribed
by the Secretary or his delegate.

(c) RATz REDUCTION.-n and after [July 1,] October 1, 1072-
(1) the tax imposed by paragraph (1) of subsection (a) shall

be 5 cents a pound; [and]
(2) the taw imposed by paragraph (3) of subsection (a) Aall be

9 cents a pound; and
[(2)] (3) paragraph (4) of subsection (a) shall not apply.

PART Il-PETROLEUM PRODUCTS

Subpart A. Gasoline.
Subpart B. Lubricating oil.
Subpart C. Special provisions applicable to petroleum products.

Subpart A-Gasoline
See. 4081. Imposition of tax.
See. 4082. Def nitions.
See. 4083. Exemption of sales to producer.
See. 4084. Cross references.

SEC. 4081. IMPOSITION OF TAX.
(a) IN GENEnAL.-There is hereby imposed on gasoline sold by the

producer or importer thereof, or by any producer of gasoline, a tax of
E3 cents] 4 cents a gallon.

(b) RATE REnUCTION.-On and after [July 1,] October 1, 1972, the
tax imposed by this section shall be 1%) cents a gallon.

5(c) TEMPOaARY INOREASz IN TAx.--On and after October 1, 1959,
an before July 1, 1901, the taximposed by this section shall be 4
cents a gallon.]
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SEC. 4084. CROSS REFERENCES.

(3) For provisions to coinpen-sal retail dealers for tWe tax paid on
gasoline which is lost by shrinkage, eraporalion, and other causes,
see section, 6404.

Subchapter F-Special Provisions Applicable to Manufacturers Tax

SEC. 4218. USE BY MANUFACTURER OR IMPORTER CONSIDERED
SALE.

(a) GENERIAL Rur,.-If any person manufactures, produces, or
imports an article (other than an article specified in subsection (b),
(c), or (d)) and uses it (otherwise than as material in the manufacture
or production of, or as a component part of, another article taxable
under this chapter to be manufactured or produced by him), then he
shall be liable for tax under this chapter in the same manner as if
such article were sold by him. This subsection shall not apply in the
case of gasoline used by any person, for noifuel purposes, as a material
in the manufacture or production, of another article to be manufacured
or produced by him.

(b) TIR.s, TUBEs, AND AUTOMOBILE RECEiviva SErs.-Except
as provided in subsection (d), if any person manufactures, produces,
or imports a tire or inner tube taxable under section 4071, or an
automobile radio or television receiving set taxable under section
4141, and sells it on or in connection with the sale of any article, or
uses it, then he shall be liable for tax under this chapter in the same
manner as if such article were sold bj him.

(c) AUTOMOBILE PARTS, RADIO COMPONENTS, CAMERA LENSES,
ETC.-If any person manufactures, produces, or imports a part or
accessory taxable under section 4061(b), a radio or television com-
ponent taxable under section 4141, or a camera lens taxable under
section 4171, and uses it (otherwise than as material in the manu-
facture or production of, or as a component part of, any other article
to be manufactured or produced by him), then he shall be liable for
tax under this chapter in the sane manner as if such article were
sold by him.

(d) BICYCLE TIRES AND TUnES.-If any person manufactures, pro-
duces, or imports a bicycle tire (as defined in section 4221(e) (4)(B))
or an inner tube for such a tire, and uses it (otherwise than as material
in the manufacture or production of, or as a component part of, a
bicycle, other than a rebuilt or reconditioned bicycle, to be manu-
factured or produced by him), then he shall be liable for tax under this
chapter in the same manner as if such article were sold by him.

(e) COMPUTATION OF TAX.-Except as provided in section 4223(b),
in any case in which a person is made liable for tax by the preceding
provisions of this section, the tax (if based on the price for which the
article is sold) shall be computed on the price at which such or similar
articles are sold, in the ordinary course of trade, by manufacturers,
producers, or importers, thereof, as determined by the Secretary or
his delegate.
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SEC. 4219. APPLICATION OF TAX IN CASE OF SALES BY OTHER THAN
MANUFACTURER OR IMPORTER.

In case any person acquires from the manufacturer, producer, or
importer of an article, by operation of law or as a result of any trans.
action not taxable under this chapter, the right to soil such article, the
sale of such article by such person shall be taxable under this chapter
as if made by the manufacturer, producer, or importer, and such
person shall be liable for the tax.

Subchapter G-Exemptions, Registration, Etc.

Sec. 4221. Cert:in tax-free sales.
Sec. 4222. Registration.
Sec. 4223. Special rules relating to further manufacture.
Sec. 4224. H xemption for articles taxable as jewelry.
See. 4225. Excmption of articles manufactured or produced byIndlants.
Sec. 4220. Floor stocks taxes.
Sec. 4227. Cross references.

SEC. 4221. CERTAIN TAX-FREE SALES.
(a) GkNnAL RuLm.- Under regulations prescribed by the Secre-

tary or his delegate, no tax shall bo imposed under this chapter on
the sale by the manufacturer of an article-

(1) for use by the purchaser for further manufacture, or for
resale by the purchaser to a second purchaser for use by such
second purchaser in further manufacture,

(2) for export, or for resale by the purchaser to a second
purchaser for export,

(3) for use by the purchaser as supplies for vessels or aircraft,
4) to a State or local government for the exclusive use of a

State or local government, or
(5) to a nonprofit educational organization for its exclusive

use,
but only if such exportation or use is to occur before any other use.

(b) PROoF OF RESALE FOR FURTHER MANUFACTURE; PaooF oF
EXPORT.-Where an article has been sold free of tax under sub-
section (a)-

(1) for resale by the purchaser to a second purchaser for use
by such second purchaser in further manufacture, or

(2) for export, or for resale by the purchaser to a second pur-
chaser for export,

subsection (a) shall cease to apply in respect of such sale of such
article unless, within the 6-month period which begins on the date
of the sale by the manufacturer (or, if earlier, on the date of shipment
by the manufacturer), the manufacturer receives proof that the article
has been exported or resold for use in further manufacture.

(C) MANUFACTURER RELIEVED FROM LIABILITY IN CERTAIN
CASES.-In the case of any article sold free of tax under this section
(other than a sale to which subsection (b) applies), and in the case
of any article sold free of tax under section 4063(b), 4083, or 4093, if
the manufacturer in good faith accepts a certification by the pur-
chaser that the article will be used in accordance with the applicableprovisions of law, no tax shall thereafter be imposed under tls chap-
ter in respect of such sale by such manufacturer.
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(d) D,INITmoNs.-For purposes of this section--
(1) MANUFA CTUR.--The term "manufacturer" includes a

producer or importer of an article.
(2) ExPoRT.--The term "export" includes shipment to a pos-

sessiin of the United States; and the term "exported" includes
shipped to a possession of the United States.

(3) SUPPLIES FOR VESSELS OR AIRCRAF.-The term "supplies
for vessels or aircraft" means fuel supplies, ships' stores, seta
stores, or legitimate equipment on vessels of war of the United
States or of any foreign nation, vessels employed in the fisheries
or in the whaling business, or vessels actually engaged in foreign
trade or trade between the Atlantic and Pacific ports of tho
United States or between the United States and any of its pos-
sessions. For purposes of the preceding sentence, the term"vessels" includes civil aircraft employed in foreign trade or trade
between the United Stated and any of its possessions, and the
term "vessels of war of the United States or of any foreign nation"
includes aircraft owned by the United States or by any foreign
nation and constituting a part of the armed fore thereof.

(4) STATE OR LOCAL 0OVERNMNT.-The term "State or local
government" means any State, any political subdivision thereof,
or the District of Columbia.

(5) NONPROFIT EDUCATIONAL OROANIZATION.-The term "non-
profit educational organization" means an educational organ-
ization described in section 503(b)(2) which is exempt from
income tax itnder section 501(a). The term also includes a
school operated as an activity of an organization described in
section 501 (c)(3) which is exempt from income tax under section
501(a), if such school normally maintains a regular faculty and
curriculum and normally has a regularly enrolled body of pupils
or students in attendance at the place where its educational
activities are regularly carried on.

(0) USE IN FURTHER MANUFACTUR.-An article shall be
treated as sold for use in further manufacture if-

(A) such article (other than an article referred to in sub-
paragraph (B)) is sold for use by the purchaser as material
in the manufacture or production of, or as a component part
of, another article taxable under this chapter to be manu-
factu red or produced by him; Ior]

(B) in the case of a part or accessory taxable under section
4061(b), a radio or television component taxable under
section 4141, or a camera lens taxable under section 4171,
such article is sold for use by the purchaser as material in
the manufacture or production of, or as a component part
of, another article to be manufactured or produced by
him[.]; or

(C) in the cae of gasoline taxable uuer section 4081, such
gasoline is sold for use by the purhaser, for nonfuel purposes,
as a material in the manufacture or production of another
article to be manufactured or produced by him.
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SEC. 4226. FLOOR STOCKS TAXES.
(a) IN GE0'3:Ar.-

(1) 1)56 TAX ON TRUCKS, TItI'CK TRAILERS, BUSES, ETC.--OI
any article subject to tax under section 4061(a)(1) (relating to
ax on trucks, truclk trailers, buses, ei c.) which, oil July 1, 19#56,

is held Iby a dealer for sile, (here is herebyN imposed a floor stocks
tax it( the rate of 2 percent of the price for whi(.h the article
was purchased by such earlier . If tle price for which the article
wats sold by the nmannufaturer, producer, or importer is established
to tfe satisfilctioll of thie SecleOtly or his delegate, then in lieu
of the amount, specified in tie preceding sellten'e, the tax
imposed by this plragraph shall be tit the rate of 2 percent of
the price for which the article was sold by the mlnufacturer,
producer, or importer.

(2) 1956 TAX ON TIRES OP THE TYPE USED ON IUHWAY wH-
IIICLEs.--On tires subject to tax under section 4071(a)(1) (as
amended by the 1igh way Revenue Act of 1956) which, on
July 1, 1956, are held-

(A) by a dealer for sale,
(B) for sale on, or in connection with, other articles held

by tile manufacturer, producer, or importer of such other
articles, or

(C) for use in the manufacture or production of other
articles,

there is hereby imposed a floor stocks tax at the rate of 3 cents a
pound. Tile tax imposed by this paragraph shall not apply to
any tire which is held for sale by tile manufacturer, producer, or
importer of such tire or which will be subject under section
4218(a)(2) or 4219 to the manufacturers excise tax on tires.

(3) 1956 TAX ON TREAD JUBBEIR.--On tread rubber subject to
tax under section 4071(a)(4) (as amended by the Highway
Revenue Act of 1956) which, on July 1, 1956, is held by a dealer,
there is hereby imposed a floor stocks tax at the rate of 3 cents
a pound. The tax imposed by this paragraph shall not apply in
the case of any person if such person establishes, to the satisfac-
tion of the Secretary or his delegate, that all tread rubber held
by him on July 1, 1956, will be used otherwise than in the re-
capping or retreading of tires of the type used on highway vehicles
(as defined in section 4072(c)).

(4) 1956 TAX ON OAsoLIN,.-On gasoline subject to tax tinder
section 4081 which, on July 1, 1956, is held by a dealer for sale,
there is hereby imposed a floor stocks tax at the rate of 1 cent
a gallon. The tax imposed by this paragraph shall not apply to
gasoline in retail stocks held at the place where intended to be
sold at retail, nor to gasoline held for sale by a producer or im-
porter of gasoline.

(5) 1959 TAX ON oASOLIN.-Ol, gasoline subject to tax under
section 4081 which, on October 1, 1959, is held by a dealer for
sale, there is hereby imposed a floor stocks tax at the rate of 1
cent a gallon. The tax imposed by this paragraph shall not
apply to gasoline in retail stocks held at the place where in-
tended to be sold at retail, nor to gasoline held for sale by a
producer or importer of gasoline.

r
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(0) 1961 rAXES ON CERTAIN TIRES AND INNER TUBSO.-On
tires subject to tax under section. 4071 (a)(1), and on inner tubes
subject to tax under section 4071 (a)(8), which, on July 1, 1061, are
held-

(A) by a dealer for sale,
(B) for sale on, or in connection with, other articles held by

Wke manufacturer, producer, or importer of such other articles, or
(C) for use in the manufacture or production of other articles,

there is hereby imposed a floor stocks tax at the rate of * cents a
pound in the case If such tires, and a floor stocks tax at the rate of I
cent a pound in the case of such inner tubes. The taxes imposed
by this paragraph shall not apply to any tire or inner tube which isheld for sale by the manufacturer, producer, or importer of such tire
or tube, or which will be subject under section, 418(b) or 4219 to
the manufacturers excise tax on tires or inner tubes.

(7) 1961 TAX ON r AD RuBBE.-On tread rubber subject to
taz under section 4071(a)(4) which, on July 1 1,1901, is held by a
dealer, there is hereby imposed a floor stocks tax at the rate of 2 cents
a pound. The tax imposed by this paragraph shall.not apply in
the case of any person tf such person establishes, to the satisfaction
of the Secretary or his delegate, that all tread rubber held by him on
July 1, 1961, will be used otherwise than in the recapping or retread-
ing of tires of tMe type used on highway vehicles (as defined in section
4072 (c)).

(b) OVERPAYMENT op FLooR STocKs TAxEs.--Section 6416 shall
apply in respect of the floor stocks taxes imposed by this section, so
as to entitle, subject to all provisions of section 6416, any person
paying such floor stocks taxes to a credit or refund thereo f(or any
of the reasons specified in section 6416.

(c) MEArN OP TERM.-For purposes of subsection (a), the terms
"dealer" and "held by a dealer" have the meaning assigned to them
by section 6412(a)(4).

(d) DuE DATE OF TAxEs.-The taxes imposed by subsection (a)
shall be paid at such time after September 30, 1056, as may be pre-
scribed by the Secretary or his delegates except that the tax imposed
by paragraph (5) shall be paid at such time after December 31, 1959,
as may be prescribed by the Secretary or his [delegate.] delegate; and
except thal the taxes imposed by paragraphs (6) and (7) shall be paid at
such time after September 80, 1961, as may be prescribed by the Secretary
or his delegate.

CHAPTER 36-CERTAIN OTHER EXCISE TAXES

Subehapter D--Tax on Use of Certain Vehicles

Seo. 4481. Imposition of tax.
See. 4482. Definitions.
Boo. 4483. Exemptions.
Se. 4484. Cross reference.

SEC. 4481. IMPOSITION OF TAX.
(a) IMPosivoN OF TA.-A tax is hereby imposed on the use ofhighway motor vehicle which (together with the semitrailers and
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trailers customarily used in connection with highway motor vehicles
of the samle type as such highway motor vehicle) has a taxable gross
weight of more thaitn 20,000 pounds, at the rate of $1.50] $3.00 a
year for each 1,000 pounds of taxable gross weight or fratetion thereof.
In the case f the taxable period beginning on J ly 1, 1072, and ending
on September 30, 1972, the tax shall be at the rate of 75 cents for such
period for each 1,000 pounds of taxable gross weight or fraction thereof.

(h) B1Y W11o1 PArD.-The tax iunposed by this section shall be ynid
by the person in whose name the highway motor vehicle is, or is re-
quired to be, registered under the law of the State in which such ve-
hicle is, or is required to be, registered, or, in case the highway motor
vehicle is owned by the United States, by the agency or insirumen-
tality of the United States operating suchj vehicle.

(c) PRORATION oF TAx.-If in any year the first use of the high.
way motor vehicle is after July 31, the tax shall be reckoned propor-
tionately from the first day of the month in which swelh use occurs to
and including the 30th day of June following.

E(d) O.*qE PAYYIrN'T PER YEAR.-If the tax imposed by this section
is paid with respect to any highway motor vehicle for any year, no
further tax shall be imposed by this section for such year with respect
to such vehicle.]

(c) PRORATION or TAx.-If in any taxable period the first use of
the highway motor vehicle is after the 8rst month in such period, the tax
shall e reckoned proportionately from the first day of the month in which
such use occurs to and including the last day in such taxable period.

(d) 0.NE TAx LIABILIrY PER PERIOD.-
(1) IN (JENERAL.-To the extent that the tax imposed by this

section is paid with respect to any highway motor vehicle for any
taxable period, no further tax shal be imposed by this sedion for
such taxable period with respect to such vehicle.

(2) CROSS REFERENCE.-
For privilege of paying tax imposed by this section in install-

ments, see section 6156.

(e) PERIOD TAX Ix HFFECT.-The tax imposed by this section shall
apply only to use [after June 30, 1050, and before July 1, 1972]
before October 1, 1972.
SEC. 4482. DEFINITIONS.

(a) HIGHwAY MOTOR VEHiCt..-For purposes of this subchapter,
the term "highway motor vehicle" means any motor vehicle which
is a highway vehicle.

(b) TAXAJIJE GROSS WEIGHT.-For purposes of this subchapter,
the term taxableo gross weight", when used with respect to any
highway motor vehicle, means the sum of-

(1) the actual unloaded weight of-
(A) such highway motor vehicle fully equipped for serv-

ice, and
(B) the semitrailers and trailers (fully equipped for

service) customarily used in connection with highway motor
vehicles of the same type as such highway motor vehicle, and

(2) the weight of the maximum load customarily carried on
highway motor vehicles of the same type as such highway motor
vehicle and on the semitrailers and trailers referred to in para-
graph (1)(B).
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Taxable gross weight shall be determined under regulations prescribed
by the Secretary or his delegate (which regulations may include
formulas or other methods for determining the taxable gross weight
of vehicles by classes, specifications, or otherwise).

(c) OTUER, DEFINITIoNs.-For purposes of this subchapter-
(1) STA.-The term "State' means a State, a Territory of

the United States, and the District of Columbia.
(2) YEAR .- The term "year" means the one-year period

beginning on July 1.
(3) Us.-The term "use" means use in the United States on

the public highways.
() TA.4BLe PIoRtoD.-The term "taZable period" means any

year beginning before July 1, 1972, and Ihe period which begins on
July 1, 107*, and ends at the dose of September 80, 107*.

CHAPTER 62-TIME AND PLACE FOR PAYING TAX

SuUcnApra A. Place and due date for payment of tax.
SuDCUAPTER B. Extensions of time for payment.

Subehapter A-Place and Due Date for Payment of Tax
Sec. 6151. Time and place for paying tax shown on returns.
Sec. 0152. Installment payments.
Sec. 6153. Instalinint payments of estimated income tax by indi.

vidual.
See. 8154. Installment payments of estimated Income tax by cor.

poratlons.
Sec. 6155. Payment on notice and demand.
8c. 6168. Instalment payments of tax on use of highway motor

vehicles.
Sec. [6156] 6167. Payment of taxes under provisions of the Tariff

Act.

SEC. 6151. TIME AND PLACr FOR PAYING TAX SHOWN ON RETURNS.
(a) GENERAiL RuL.-F 't as otherwise provided in this section,

when a return of tax is rAired under this title or regulations, the
person required to make such return shall, without assessment or
notice and demand from the Secretary or his delegate, pay such tax
to the principal internal revenue officer for the internal revenue
district in which the return is required to be filed, and shall pay such
tax at the time and place fixed for filing the return (determined without
regard to any extension of time for filing the return).

EXCEPTIONS.-
(1) INcoAIE TAX NOT COMPUTED BY TAXPAYER.-If the taxpayer

elects under section 6014 not to show the tax on the return, the
amount determined by the Secretary or his delegate as payable
shall be paid within 30 days after the mailing by the Secretary or
his delegate to the taxpayer of a notice stating such amount
and making demand therefor.

(2) UsH oF GOVERNMENT DEPOSITARIES.-For authority of the
Secretary or his delegate to require payments to Government
depositaries, see section 6302(c).

(c) DATE FIXED FOR PAYMENT OF TAX.-In any case in which a
tax is required to be paid on or before a certain date, or within a cer-.
tain period, any reference in this title to the date fixed for payment of
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such tax shall be deemed a reference to the last day fixed for such
payment (determined without regard to any extension of time for
paying the tax).
SEC. 6152. INSTALLMENT PAYMENTS.

(a) PRIVILEO TO ELECT TO MAKE INSTALMENT PAYMENTS.-
(1) CoaRonATION.-A corporation subject to the taxes im.

posed by chapter 1 may elect to pay the unpaid amount of such
taxes in install inwnts ns follows:

(A) with respect to taxable years ending before December
31, 1954, four instalhnents, the first two o which shall be 45
percent, respectively, of such taxes and the last two of which
shall be 5 percent, respectively, of such taxes;

(B) with respect to taxable years ending on or after
December 31, 1054, two equal installments.

(2) ESTATES OF DCEDETS.-A decedent's estate subject to
the tax imposed by chapter 1 may elect to pay such tax in four
eqUal installments.

(b)JJATES PRESCRIBED FOR PAYMENT OF INSTALLMENTS.
(1) Fouw INSTALLMENTS.-In any case (other than payment of

estimated income tax) in which the tax may be paid in four
installments the first installment shall be paid on teb date pre.
scribed for the payment of the tax, the second installment shall be
paid on or before 3 months, the third installment on or before
6 months, and the fourth installment on or before 9 months, after
such date.

(2) Two INSTALLMENTS.-In any case (other than payment of
estimated income tax) in which the tax may be paid in two
installments, the first installment shall be paid on the date pre-
scribed for the payment of the tax, and the second installment
shall be paid on or before 3 months after such date.

(c) PRORATION Oi DEFICIENCY TO INSTALLMENTS.-If an election
has been made to pay the tax imposed by chapter 1 in installments and
a deficiency hasi been assessed, the deficiency shall be prorated to such
installments. Except as provided in section 6861 (relating to jeopardy
assessments), that part of the deficiency so prorated to any install-
ment the date for payment of which has not arrived shall be collected
at the same time as and as part of such installment. That part of the
deficiency so prorated to any installment the date for payment of
which has arrived shall be paid upon notice and demand from the
Secretary or his delegate.

(d) ACCELERATION OF PAYMEN.-If any installment (other than an
installment of estimated income tax) is not paid on or before the date
fixed for its payment, the whole of the unpaid tax shall be paid upon
notice and demand from the Secretary or his delegate.
SEC. 6158. INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX

BY INDIVIDUALS.

SEC. 6154. INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX
BY CORPORATIONS* ;1
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SEC. 6155. PAYMENT ON NOTICE AND DEMAND.
(a) GENEnAL RULE.-Upon receipt of notice and demand from the

Secretary or his delegate, there shall be paid at the place and time
stated in such notice the amount of any tax (including any interest
additional amounts, additions to tax, and assesable penalties) stated
in such notice and demand.

(b) CRoss REFER1NC.-
(1) For restrictions on assessment and collection of deficiency

assessments of taxes subject to the jurisdiction of the Tax Cour,
see sections 6212 and 6213.

(2) For provisions relating to assessment of claims allowed In
a bankruptcy or receivership proceeding see section 6873.

(3) For provisions relating to jeoparAy assessments, see sub.
chapter A of chapter 70.

SEC. 6156. INSTALLMENT PA YMENTS OF TAX ON USE OF HIOHWA Y
MOTOR VEHICLES.

(a) PRIvLEox To PAY TAx IN INS1ALLENTS.-If the taxpayer
fs a return of the tax imposed by section 4481 on orbefore thedate
prescribed for the fling of such return, he may dect to pay the tax shown
on such return in equal intallments in accordance i the following
table:

The number of
inetaUmenft

If Uabily it incurred in-. shall be--
July August, or September ........................ 4
October, November, or December .................... 8
January, February, or March- ----------------------

(b) DATES FOR PAYING INSTALMENT8.-In the case of any tax pay-
able in installments by reaon of an election under subsection (a)-

(1) the first instalment shall be paid on the date prescribed for
payment of the tax

(2) the second installment shall be paid on or before the last day
of the third month following the calendar quarter in which the
liability was incurred

(8) the third installment (if any) shall be paid on or before the
last day of the sixth month following the calendar quarter in which
the liability was incurred, and

(4) the fourth installment (if any) shall be paid on or before the
last day o the ninth month followihg the calendar quarter in which
the liiity was incurred.

(c) PRORATION OF ADDITIONAL TAx TO INSTALLMENTr.-If an elsc-
tion has been made under subsection (a) in respect of tax reported on a
return filed by the taxpayer and tax required to be shown but not shown
on such return is assese8d before the =ate prescribed for payment of the
last installment the additional tax shall be prorated equally to the install-
ments for which the election was made. That part of the additional tax
so prorated to any installment the date for payment of which has not
arrived shall be collected at the same time as a as part of such install-
ment. That part of the additional tax so prorated to any installment the
date for payment of which h arrived aU be paid upon notice anddem ndrom the Secretary or his delegate.
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(d) AcoELTRATON O PA ryMrs.-If tW taxpayer does not pay any
installment under this 8eion on or beore tI date prescribe or
payment, the whole of the unpaid tax shaa bo paid upon notice and demand
frim the Sreta? or Ahi ddeate,
() SZOtiON INAPPIOABL TO ORrAIN LIA.4.BIITr .- Thi8 section

shal not app to any liability for taz incurred in,-.
(I A priZ Nay, or June of any year, or
( My, August, or September of 197*.

SEC. [6156] 015?. PAYMENT OF TAXES UNDER PROVISIONS OF THE
TARIFF ACT,

For collection under the provisions of the Tariff Act of 1930 of the
taxes imposed by section 4501(b), and subchapters A, B, 0, D, and E
of chapter38, see sections 4504 and 4601, respectively.

CHAPTER 63-ASSESSMENT

Subehapter A-In General

SEC. 6206. SPECIAL RULES APPLICABLE TO EXCESSIVE CLAIMS
UNDER SECTIONS 6420 [AND 64211, tll, AND 842E.

Any portion of a payment made under section 6420 [or 64211 6401, or 6404
which constitutes an excessive amount (as defined in section 6075(b)), and any
civil penalty provided by section 6675 may be assessed and collected as if It were
a tax Imposed by section 4081 and as If the person who made the claim were liable
for such tax. The period for assessing any such portion, and for assessing any
such penalty, shall be 3 years from the last day prescribed for the filing of the claim
under section 6420 [or 6421], 6491, or 6494, as the case may be.

CHAPTER 65-ABATEMENTS, CREDITS, AND REFUNDS

Subchapter B-Rules of Special Application

SEC, 6412. FLOOR STOCKS REFUNDS.
(a) IN GENERAL.-

(1) PASSENGER AUTOMOBILES, wo.-Where before July 1,1961,
any article subject to the tax imposed by section 4061(a)(2) has
been sold by the' manufacturer, producer, or importer and on
such date is held by a dealer and has not been used and is in-
tended 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 paid by such manufac-
turer, producer, or importer on his sale of the article and the
amount of tax made applicable to such article on and after
July 1, 1961, if claim for such credit or refund is filed with the
Secretary or his delegate on or before November 10, 1961, based
upon a request submitted to the manufacturer, producer or
importer before October 1, 1961, by the dealer who held the
article in respect of which the'credit or refund is claimed, and,
on or before November 10, 1961, reimbursement has been made
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to such dealer by such manufacturer, producer, or importer for
the tax reduction on such article or written consent has been
obtained from such dealer to allowance of such credit or refund.

(2) TRuCKs AND BUSES TIRES, TUBSO TREAD RUBBER, AND
oAsoLiNE.-Whero before tJuly 1,3 Octoer 1, 1972, any article
subject to the tax imposed by section 4001 (a) (1), [4071 (a) (1)
or (4),3 4071(a) (1), (8 or (), or 4081 has been sold by the
manufacturer, producer, or importer and on such date is hold
by a dealer and has not been used and is intended for sale (or,
in the case of tread rubber, is intended for sale or is hold for use),
there shall be credited or refunded (without interest) to the manu.
facturer, producer, or importer an amount equal to the difference
between the tax paid by such manufacturer, producer or importer
on his sale of the article and the amount of tax made applicable
to such article on and after [July 1,] October 1, 1072, if claim
for such credit or refund is filed with the Secretary or his delegate
on or before [November 10, 1972, February 10 1978, based upon
a request submitted to the manufacturer, producer, or Importer
before [October 1, 1972,] January 1, 1978, by the dealer who
held the article in resp ect of which the credit or refund is claimed,
and, on or before [November 10, 1972,1 February 10, 1978,
reimbursement has boon made to such dealer by such manufac-
turer, producer, or importer for the tax reduction on such article
or written consent has been obtained from such dealer to allow-
ance of such credit or refund. No credit or refund shall be
allowable under this paragraph with respect to gasoline in retail
stocks held at the place where intended to be sold at. retail, nor
with respect to gasoline held for sale by a producer or importer
of gasoline.

f(3) G SOLINB HELD ON ULY 1, ioe.-Where before July 1,
1961, any gasoline subject to the tax imposed by section 4081
has been sold by the producer or importer and on such date is
held by a dealer and is intended for sale, there shall be credited or
refunded (without interest) to the producer or importer an
amount equal to the difference between the tax paid by such
producer or imporer on his sale of the gasoline and the amount
of tax made applicable to such gasoline on and after July 1, 1961,
if claim for such credit or refund is filed with the Secretary or his
delegate on or before November 10, 1961, based upon a request
submitted to the producer or importer before October 1, 1961,
by the dealer who held the gasoline in respect of which the credit
or refund is claimed, and, on or before November 10, 1961,
reimbursement has been made to such dealer by such producer
or importer for the tax reduction on such gasoline or written
consent has been obtained from such dealer to allowance of such
credit or refund. No credit or refund shall be allowable under
this paragraph with respect to gasoline in retail stocks held at the
place where intended to be sold at retail, nor with respect to
gasoline held for sale by a producer or importer of gasoline.]

(4) DEINrTIONS.--For purposes of this section-
(A) The term "dealer" includes a wholesaler, jobber,

distributor, or retailer, or, in the case of tread rubber subject
to tax under section 4071(a)(4), includes any person (other
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than the manufacturer, producer, or importer thereof)
who hold such tread rubber for sale or use.

(B) An article shall be considered as "held by a dealer"
if title thereto has passed to such dealer (whether or not
delivery to him has been made), and if for purposes of con.
sumptio l title to such article or possession thereof has not
at any time been transferred to any person other than a
dealer.

SEC. 6416. CERTAIN TAXES ON SALES AND SERVICES.
(a) CONDITION TO ALLOWANCE.-

(1) GENERAL RULE.-No credit or refund of any overpayment
of tax imposed by section 4231(4), (5), or (6) (cabarets, etc.),
chapter 31 (retailers taxes), or chapter 32 (manufacturers taxes)
shall be allowed or made unless the person who paid the tax
establishes under regulations prescribed by the Secretary or his
delegate, that he-

(A) has not included the tax in tile price of the article, ad-
mission, or service with respect to which it was imposed and
has not collected the amount of the tax from the person who
purchased such article, admission or service;

(B) has repaid the amount of the tax-
(i) in the case of any tax imposed by chapter 31

(other than the tax imposed by section 4041 (a) (1) or
(b)(1)), to the purchaser of the article,

(ii) in the case of any tax imposed by chapter 32 and
the tax imposed by section 4041(a)(1) or (b)(1) (diesel
and special motor fuels), to the ultimate purchaser of
the article, or

(iii) in the case of any tax imposed by section 4231(4),
(5), or (6) (cabarets etc.) to the person who paid for
the admission, refreshment, service, or merchandise;

(C) in the case of an overpayment under subsection
(b)(2), (b)(3) (0) or (D), or (b)(4) of this section-

(i) has repaid or agreed to repay the amount of the
tax to the ultimate vendor of the article, or

(ii) has obtained the written consent of such ultimate
vendor to the allowance of the credit or the making of
the refund; or

(D) has filed with the Secretary or his delegate the written
consent of the person referred to in subparagraph (B) (i),
(ii), or (iii), as the case may be to the allowance of the
credit or the making of the refund.

(2) ExcEPTIoNS.-This subsection shall not apply to--
(A) the tax imposed by section 4041(a)(2) or (b)(2) (use

of diesel and special motor fuels), and
(B) an overpayment of tax under paragraph (1), (3) (A)

or (B), or (5) of subsection (b) of this section.
(3) SPECIAL RULEs.-For purposes of this subsection-

(A) any tax collected uider section 4231(6) from a con-
cessionaire and paid to the Secretary or his delegate shall be
treated as paid by the concessionaire;

(B) if tax under chapter 31 was paid by a supplier pursuant
to an agreement under section 6011 (c), either the person who
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(without regard to section 6011(c)) was required to return
and pay the tax or the supplier may be treated as the person
who paid the tax;
(C) in any case in which the Secretary or his delegate

determines that an article is not taxable, the term "ultimate
purchaser" (when used in paragraph S1)(B)(ii) of this sub.
section) includes a wholesaler, jobber, distributor, or retailer
who, on the 15th day after the date of such determination,
holds such article for sale; but only if claim for credit or
refund by reason of this subparagraph is filed on or before
the day for filing the return with respect to the taxes imposed
under chapter 32 for the first period which begins more than
60 days after the date of such determination; and

(D) in applying paragraph (1)(0) to any overpayment
under paragraph (2)(F), (3) (0) or (D), or (4) of subsection
(b), the term I ultimate vendor' means the ultimate vendor
of the other article.

(b) S CI^ OAsL S CS Wnicn TAX PAYMENTS CONSIDER ID OVER-
PAYMENTS.-Under regulations prescribed by the Secretary or his
delegate, credit or refund (without interest) shall be allowed or made
in respect of the overpayments determined under the following
paragraphs:

(1) PRICE. READJUSTMNT.-If the price of any article in re-
spect of which a tax, based on such price, is imposed by chapter
31 or 32, is readjusted by reason of the return or repossession of
the article or a covering or container, or by a bona fide discount,
rebate, or allowance, including (in the case of a tax imposed by
chapter 32) a readjustment for local advertising (but only to the
extent provided in section 4216(f)(2) and (3)), the part of the tax
proporLionate to the part of the price repaid or credited to the pur-
chaser shall be deemed to be an overpayment. The preceding
sentence shall not apply in the case of an article in respect of
which tax was computed under section 4223(b) (2); but if the price
for which such article was sold is readjusted by reason of the
return or repossession of the article, the part of the tax propor-
tionate to the part of such price repaid or credited to the pur-
chaser shall be deemed to be an overpayment.

(2) SPECIFIED USES AND REASLs.--The tax paid under chap-
ter 32 (or under section 4041(a)(1) or (b)(1)) in respect to any
article shall be deemed to be an overpayment if such article was,
by any person-

(A) exported (except in any case to which subsection (g)
applies);
(B) used or sold for use as supplies for vessels or aircraft;
0) sold to a State or local government for the exclusive

use of a State or local government;
(D) sold to a nonprofit educational organization for its

exclusive use;
(E) resold to a manufacturer or producer for use by him

as provided in subparagraph (A), (B), [or (E) (E), or (F)
of paragraph (3);
(F)in the case of a tire, inner tube or receiving set, resold

for use as provided in subparagraph (O) or (D) Of paragraph
(3) and the other article referred to in such subparagraph is
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by any person exported or sold as provided in such sub.paragr apn;
( a) m the case of a liquid taxable under section 4041, sold

for use as fuel in a diesel-powered highway vehicle or as fuel
for the propulsion of a motor vehicle, motorboat, or airplane,
if (i) the vendee used such liquid otherwise than as fuel in
such a vehicle, motorboat, or airplane or resold such liquid,
or (ii) such liquid was (within the meaning of paragraphs
(1), (2), and (3) of section 6420(c)) used on a farm for farm-
ing purposes;

(H) in the case of a liquid in respect of which tax was paid
under section 4041 at the rate of 3 cents or 4 cents a gallon
used during iny calendar quarter in vehicles while engaged
in furnishing scheduled common carrier public passenger
land transportation service along regular routes; except thiat
(i) this subparagraph shall apVy only if the 60 percent pas.
singer fare revenue test. sot forth in section 6421(b)(2) is
met with respect to such quarter, and (ii) the amount of such
overpayment for such quarter shall be n amount determined
by multiplying I cent (where tax was paid at the 3-cent rate)
or 2 cents (wh iore tax was paid at the 4-cent rate) for each
gallon of liquid so i.Red by the percentage which such person's
tax-exempt passenger fare revenue (as defined in section
6421 (d) (2)) derived from such scheduled service during such
quarter waR of his total passenger fare revenue (not including
the tax impose( by section 4261 relating to the tax on trans-
portation of persons) derived from such scheduled service
during such quarter;

(I) in the case of a liquid in respect of which tax was paid
under section 4041(a)(1) at the rate of 3 cents or 4 cents a
gallon, used or resold for use as a fuel in a diesel-powered
highway vehicle (i) which (at the time of such use or resale)
is not registered, and is not required to be registered, for
highway use under the laws of any State or foreign country,
or (ii) which, in the case of a diesel-powered highway vehicle
owned by the United States, is not used on the highway;
except tlat the amount of any overpayment by reason of this
subparagraph shall not exceed an amount computed at the
rate of I cent a gallon where tax was paid at the 3-cent rate
or at the rate of 2 cents a gallon where tax was paid at
the the 4-cent rate;

(J) in the case of a liquid in respect of which tax was paid
under section 4041 (b)(1) at the rate of 3 cents or 4 cents a
gallon used or resold for use otherwise than as a fuel for the
propulsion of a highway vehicle (i) which (at the time of
such use or resale) is registered or is required to be registered,
for highway use under the laws of any State or foreign
country, or (ii) which, in the case of a highway vehicle
owned by the United States, is used on the highway; except
that the amount of any overpayment by reason of this sub-
paragraph shall not exceed an amount computed at the rate
of 1 cent a gallon where tax was paid at the 3-cent rate or
at the rate of 2 cents a gallon where tax was paid at the
4-cent rate; e
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(K) in the case of any article taxable under section 4061 (b)
(other than spark plugs and storage batteries), used or sold
for use as repair or replacement parts or accessories for farm
oquipient (other than equipment taxable under section

(L) In the case of tread rubber in respect of which tax
was paid under section 4071 (a)(4), used or sold for use other-
wise than in the recapping or retreading of tires of the type
used on highway vehicles (as defined in section 4072(c),
unless credit or refund of such tax is allowable under sub-
section (b) (3);

(M) in the case of gasoline, used or sold for use M) produc-
tion of special motor fuels referred to in section 4041(b);

(N) in the case of lubricating oil, used or sold for non-
lubricating purposes.

(0) in the case of lubricating oil in respect of which tax
was paid at the rate of 6 cents a gallon, used or sold for use
as cutting oils (within the meaning of section 4092(b));
except that the amount of such overpayment shall not exceed
an amount computed at the rate of 3 cents a gallon-

(P) in the case of any musical instrument taxable under
section 4151, sold to a religious institution for exclusively
religious purposes;

(Q) in the case of unexposed motion picture film, used or
sold for use in making of newsreel motion picture film.

(3) TAX-PAID ARTICLES USED FOR FURTHER MANUFACTURE,
wc.-If the tax imposed by chapter 32 has been paid with re-

spect to the sale of any article by the manufacturer, producer, or
importer thereof to a second manufacturer or producer, such tax
shall be deemed to be an overpayment by such second manufac-
turer or producer if-

(A) in the case of any article other than an article to
which subparagraph (B), (C), (D) or (E) applies, such
article is used by the second manufacturer or producer as
material in the manufacture or production of, or as a coin-
ponent part of, another article taxable under chapter 32
manufactured or produced by him;

(B) ill the case of-
(i? a part or accessory taxable tinder section 4061(b),
(ii) a radio or television component taxable under sec-

tion 4141, or
(iii) a camera lens taxable under section 4171,

such article is used by the second manufacturer or producer
as material in the manufacture or production of, or as a
component par4-.of, any other article manufactured or
produced by him;

(C) in the case of-
(i) a tire or inner tube taxable under section 4071, or
(ii) an automobile radio or television receiving set

taxable under section 4141,
such article is sold by the second manufacturer or producer
on or in connection with, or with the sale of, any other article
manufactured or produced by him and such other article is
by any person exported, sold to a State or local government
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for the exclusive use of a State or local government, sold to
a nonprofit educational organization for its exclusive use, or
used or sold for use as supplies for vessels or aircraft;

(D) in the case of a radio receiving set or an automobile
radio receiving sot-

(i) such sot Is used by the second manufacturer or
producer as a component part of any other article
manufactured or produced by him, and

(ii) such other article is by any person exported, sold
to a State or local government for the exclusive use of
a State or local government, sold to a nonprofit educa-
tional organization for its exclusive use, or used or sold
for use as supplies for vessels or aircraft; [or]

(E) in the case of-
(i) a bicycle tire (as defined in section 4221(o)(4)(B)),

or
(ii) an inner tube for such a tire,

such article is used by the second manufacturer or producer
as material in the manufacture or production of, or as a
component part of a bicycle (other than a rebuilt or recon-
ditioned bicycle)C.I ; or

(F) in the case of gasoline taxable under section 4081, such
gasoline is used by the second manufacturer or producer, for
nonjuel purposes, as a material in the manufai'ure or jroduc-
tion of any other article manufactured or produced by him.

For purposes of subparagraphs (A) and (B), an article shall be
treated as having been used as a component part of another
article if, had it not been broken or rendered useless in the manu-
facture or production of such other article, it would have, been
so used.

(4) TIRES, INNER TUBES, AND AUTOMOBILE RADIO AND TELE-
VISION RECEIVING SHTS.-If-

(A)(i) a tire or inner tube taxable under section 4071, or
automobile radio or television receiving set taxable under
section 4141, is sold .by the manufacturer, producer, or im-
porter thereof on or in connection with, or with the sale of,
any other article manufactured or produced by him, or

(ii) a radio receiving set or an automobile radio receiving
set is used by the manufacturer thereof as a component part
of any other article manufactured or produced by him; and

(B) such other article is by any person exported, sold to a
State or local government for the exclusive use of a State or
local government, sold to a nonprofit educational organiza-
tion for its exclusive use, or used or sold for use as supplies
for vessels o, aircraft,

any tax imposed by chapter 32 in respect of such tire, inner tube,
or receiving set which has been paid by the manufacturer, pro-
ducer, or importer thereof shall be deemed to be an overpayment
by him. ' : ' ' I

(5) RETURN OF CERTAIN INSTALLMENT ACCOUNTS.-If-
(A) tax was paid under section 4053(b)(1) or 4216(e) (1) in

respect of any installment account,
(B) such account is, under the agreement under which the

account was sold, returned to the person who sold such ac-
count, and
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(C) the consideration is readjusted as provided in such
agreement,

the part of the tax paid under section 4053(b)(1) or 4216(e)(1)
pro ortionate to the part of the consideration repaid or credited
to the purchaser of such account shall be deemed to be an over-
paym nt.

This subsection shall apply in respect of an article only if the exporta-
tion on use referred to in the applicable provision of this subsection
occurs before any other use, or, in tle case of a sale or resale, the use
referred to in the applicable provision of this subsection is to occur
before any other use.

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

(a) NONIHOUWAY Uss.-If gasoline is used otherwise than as a
fuel in a highway vehicle (1) which (at the time of such use) is
registered, or is required to be registered, for highway use under the
laws of any State or foreign country, or (2) which in the case of a
highway vehicle owned by the United States, is used on the highway,
the Secretary or his delegate shall pay (without interest) to the
ultimate purchaser of such gasoline an amount equal to I cent for each
gallon of gasoline so used on which tax was paid at the rate of 3 cents a
gallon and 2 cents for each gallon of gasoline so used on which tax was
paid at the rate of 4 cents a gallon.

(b) LOCAL TRANSIT SYSTEMS.-
(1) ALLoWANc.-If gasoline is used during any calendar

quarter in vehicles while engaged in furnishing scheduled common
carrier public passenger land transportation service along regular
routes, the Secretary or his delegate shall, subject to the pro-
visions of paragraph (2), pay (without interest) to the ultimate
purchaser of such gasoline the amount determined by multiply-
ing- (A) 1 cent for each gallon of gasoline so used on which tax

was paid at the rate of 3 cents a gallon and 2 cents for each
gallon of gasoline so used on which tax was paid at the rate
of 4 cents a gallon, by

(B) the percentage which the ultimate purchaser's tax-
exempt passenger fare revenue derived from such scheduled
service during such quarter was of his total passenger fare
revenue (not including thb tax imposed by section 4261,
relating to the tax on' transportation of persons) derived from
such scheduled service during such quarter.

(2) LIAmTATIo.-Paragraph 1), shall apply in respect of
gasoline used during any calendar quarter only if at least 60
percent of the total passenger fare revenue (not including the
tax imposed by section 4261, relating to the tax on transporta-
tioh of-persons) derived during such quarter from scheduled
service described in paragraph (1) by the person filing the claim
was attributable to tax-exempt passenger fare revenue derived
during such quarter by such person from such scheduled service.
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(c) TIME You FILINo CLAIMS; PERIOD CovERED.-
(1) GENERAL IRULE.-Except as provided in paragraph (2)

not more than one claim may be filed under subsection (a, 1nd
not more than one claire may be filed under subsection (b, by
any person with respect to gasoline used during the one-year
period ending on Juno 30 of any year. No claim sIiall be allowed
under this paragraph with respect to any one-year period unless
fded on or before Soptoember 30 of the year in which such one-year
period ends.

(2) EXCEPTION.-If $1,000 or more is payable under this see.
ton to any person with respect to gasoline used during a calendar
quarter, a claim may be flied under this section by such person
with respect to gasoline used during such quarter. No chim
filed under this paragraph shall be allowed unless fled on or
before the last day of the first calendar quarter following the
celendar quarter for which the claim is filed.

(d) DEvINITION.-For purposes of this section-
(1) GASoLINE.-The term "gasoline" has the weaning given

to such term by section 4082(b).
(2) TAX-EXEMPT PASSENOIER FARE REVENuir..-The term "tax.

exempt passenger fare revenue" means revenue attributable to
fares which were exempt from the tax imposed by section 4201
by reason of section 4203(a) (relating to the exemption for coin-
mutation travel, etc.).

(e) EXEMPT SALES; OTHER PAYMENTS OR REFUNDS AVAILABLFr-
(1) EXEMPT SALES.-No amount. shall be paid under this

section with respect to any gasoline which the Secretary or his
delegate determines was exempt from the tax imposed b * section
4081. The amount which (but for this sentence) wouldbe pay-
able under this section with respect to any gasoline shall be re-
duced by any other amount which the Secretary or his delegate
determines is payable under this section, or is refundable under
any provision of this title, to any person with respect to such
gasohne.

(2) GAsoLINE USED ON FAnxis.-This section shall not apply
in respect of gasoline which was (within the meaning of para-
graphs (1), (2), and (3) of section 6420(c)) used on a farm for
farndng purposes.

(f) APPLICABLE LAWS.--
(1) IN OENEIAL.-AlI provisions of law, including penalties,

applicable in respect of the tax imposed by section 4081 shall,
insofar as applicable and not inconsistent with this section, apply
in respect of the payments provided for in this section to the
same extent as if such payments constituted refunds of overpay-
ments of the tax so imposed.

(2) EXAMINATION OF BOOKS AND WITNESSES.-For the purpose
of ascertaining the correctness of any claim made under this
section, or the correctness of any payinent 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 7602 (relating
to examination of books and witnesses) as if the claimant were
the person liable for tax.

(g) REGULATIoNs.-The Secretary or his delegate may by regula-
tions prescribe the conditions, not inconsistent with the provisions of
this section, under which payments may be made under this section.
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(h) EFFECTIVE DAT..-This section stall apply only with respect
to gasoline urchased after June 30, 1956, and before [July I,3Octo ber 1, 172

(i) Ceoss ltymlpnCe.s.-
(1) For reduced rate of tax in caso of diesel fuel and special

motor fuels used for certain nonhighway purposes, see subsections
(i) and (h) of section 4041.

(2) For partial refund of tax in case of diesel fuel and special
motor fuels used for certain nonhighway purposes, see section
6410(b),(2)(1) and (J).

(3) For partial refund of tax in case of diesel fuel and special
motor fuels used by local transit systems, see section 6416(b)
(2)(11).

(4) For civil penalty for excessive claims under this section,
sec section (675.

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

"SEC. Mid. GASOLINE LOST BY SHRINKAGE, EVAPORATION, ETC.
"(a) PAYM Ts TO RrAtL DALERs..-The Secretary or hie dele-

gate shall pay (without interest) to a retail dealer of gasoline, to compen-
sate such dealer for the tax paid on gasoline which i lost by shrinkage,
evaporation, and other cause, an amount equal to I percent of the tax
payd under section 4081 on the gasoline sold by him.

"(b) TIME ,oR FILINo (LAIM; PERIOD CoVERED.-Not more than
one claim for payment may befikd under this section by any retail dealer
with respect to gasoline sold during the one-year period ending on June 80
of any year. No claim for payment shall be allowed under this section
with respect to any one-year period unless filed on or before September 80
of the year in which such one-year period ends.

"(c) LImiTAWONS.-
"(I) E.TEvr SALES; REFUNDS; Erc.--Ao amount shall be paid

to an, retail dealer of gasoline under this section with respect to any
gasoline sod by im-

"(A) which the Secretary or his delegate determines was
exempt from the tax imposed by section 4081,

"(B) the ta.x on which is refundable to any person under any
provision of this title, or

"(C) with respect to which any amount is payable under
section 6420 (relating to gasoline used on farms) or 6421
(relating to gasoline used for certain nonhigkway purposes or
by local transit systems).

"SALEs rO orER DEALERs.-No amount shall be paid to any
retail dealer of gasoline under this section with, respect to any gasoline
sold by him to any other dealer (including any wholesaler or die-
tributor) of gasoline.

"(d) APPLICABLE LAWS.-
"(1) I.v GENERAL.-All provisions of law, including penalties,

applicable in respect of the tax imposed by section 4081 shall,
insofar a-v applicable and not inconsistent w1ith this section, apply
in, respect of the payments provided for in this section to the same
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extent as if such payments constituted refunds of overpaymen.U of
the tax 8o tnpose4,

"(2) EXAMINArION OF BOOKS AND Wr1Nsss.-For te purpose
of ascertaining the correctness of any claim made under this section,
or the correctness of an, payment made in respect of any such claim,
the Secretary or his delegate shall have the authority granted by
paragraphs (1), (2), and (8) of section 7602 (relating to examination
of books and lwitnesses) as if the claimant were the person liable
for tax.

"(e) ?RouLoAoN.-The Secretary or his delegate may by regulation.
prescribe the conditions, not inconsistent with the provis8ions of thi
section, under which payments may be made under this section.

"(f) Ereortv DATR.-This section shall apply only with respect
to gasoline sold by retail dealers after June 80, 1961.

CHAPTER 67-INTEREST

SUBC11APTVR A. Interest on underpayments.
SUIuJIAPTE t B. Interest on overpayments.

Subchapter A-Interest on Underpayments

Sec. 6601. Interest on underpayment, nonpayment, or
extensions of time for payment of tax.

Sec. 6602. Interest on erroneous refund recoverable by
suit.

SEC. 6601. INTEREST ON UNDERPAYMENT, NONPAYMENT, OR EX.
TENSIONS OF TIME FOR PAYMENT, OF TAX.

(a) GENERAL RUL.-If any amount of tax imposed by this title
(whether required to be shown on a return or to be paid by stamp or
by some other method) is not paid on or before the last date prescribed
for payment, interest on such amount at the rate of 6 percent per
annum shall be paid for the period from such last date to the date
paid.

(b) EXTENsoiNs OF TIME FOR PAYMEirNT OF ESTATE, TAX.-If the
time for payment of an amount of tax imposed by chapter 1 is
extended as provided in section 6161(a)(2) or 6166, or if the time for
payment of an amount of such tax is postponed or extended as provided
by section 6163, interest shall be paid at the rate of 4 percent, in lieu
of 6 percent as provided in subsection (a).

(c) LAST DATE PRESCRIBED FOR PAYMENT.-For purposes of this
section, the last date prescribed for payment of the tax shall be
determined under chapter 62 with the application of the following
rules:

(1) EXTENSIONS OF TIME DISREGARDD.---The last date pre-
scribed for payment shall be determined without regard to any
extension of time for payment .

(2) INSTALLMENT PAYMENTS.-In the case of an election under
6152(a) or 6166(a) to pay the tax in installments-

(A) The date prescribed for payment of each installment
of the tax shown on the return shall be determined under
section 6152(b) or 6166(b), as the ease may be, and
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(B) Ihe last date proscribed -for payment of the first
installment shall be deemed the last date proscribed for
payment of any portion of the tax not shown on the return.

(3) JEOPAr.DY.-The last date proscribed for payment shall be
dotern'nod without regard to any notice and demand for pay-
ment issued by reason of jeopardy (as provided in chapter 70),
prior to the ls't date otherwise proscribed for such payment.

(4) LAST DATE FOR PAYMENT NOT OTHERWISE PRESCRIBED.-
In the case of taxes payable by stamp and in all other cases in
which the last (late for payment is not otherwise prescribed, the
last date for payment shall be (loomed to be the date the liability
for tax arises (and in no event shall be later than the date notice
and doroand for the tax is made by tho Secretary or his delegate).

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

Subchapter B-Assessable Penalties

SEC. 6675. EXCESSIVE CLAIMS WITH RESPECT TO THE USE OR SALE
OF CERTAIN GASOLINE.

(a) CIVIL PENALTY.-In addition to any criminal penalty provided
by law, if a claim is made under section 6420 (relating to gasoline used
on farms) Cor 6421], 64*1 (relating to gasoline used for certain non-
highway purposes or by local transit systems), or 64*4 ratingg to
gasoline lost by 8hrinkage, etaporation, et.) for an excessive amount,
unless it is shown that the. claim for such excessive amount, is due to
reasonable cause, the poison making such claim shall be liable to a
penalty in an amount equal to whichever of the following is the greater:

(1) Two times the excessive amount; or
(2 10.

(b) ExcEssIvs AMOUNT DEFINED.-For purposes of this section,
the term "excessive amount" means in the case of any person the
amount by which-

(1) the amount claimed under section 6420 [or 6421], 64*1,
or 64* as the case may be, for any period, exceeds

(2)the amount allowable under such section for such period.

CHAPTER 75--CRIMES OTHER OFFENSES AND
FORFEITURES

Subchapter A-Crmes

PART I-GENERAL PROVISIONS
* #
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SEC. 7210. FAILURE TO OBEY SUMMONS.
Any person who, being duly summoned to appear to testify, or to

appear and produce boo s, accounts, records, memoranda, or other
papers, as required under sections 6420(e)(2), 6421(f)(2), 6424(d)(2),
7602, 7603, and 7604(b), neglects to appear or to produce such books,
accounts, records, memoranda, or other papers, shall, upon conviction
thereof, be fined not more than $1,000, or imprisoned not more than
1 year, or both, together with costs of prosecution.

CHAPTERT78-DISCOVERY OF LIABILITY AND
ENFORCEMENT OF TITLE

Subchapter A-Examination and Inspection

SEC. 7603. SERVICE OF SUMMONS.
A summons issued under section 6420(e)(2), 6421(f)(2), 619(d)(2)

or 7602 shall be served by the Secretary or his delegate, by an attested
copy delivered in hand to the person to whom it is directed, or left at
his last and usual place of abode; and the certificate of service signed
by the person serving the summons shall be evidence of the facts it
states on the hearing of an application for the enforcement of the
summons. When the summons requires the production of books,
papers, records, or other data, it shall be sufficient if such books,
papers, records, or other data are described with reasonable certainty.
SEC. 7604. ENFORCEMENT OF SUMMONS.

(a) JURISDICTION OF DISTRICT CouRT.-If any person is summoned
under the internal revenue laws to appear, to testify, or to produce
books, papers, records, or other data, the United States district court
for the district in which such person resides or is found shall have
jurisdiction by appropriate process to compel such attendance,
testimony, or production of books, papers, records, or other data.

(b) ENFORCE.ENT.-Whenever any person summoned under sec-
tion 6420(e)(2), 6421(f)(2), 6424(d)(2), or 7602 neglects or refuses to
obey such sumnmons or to produce books, papers, records, or other
data, or to give testimony, as required, the Secretary or his delegate
may apply to the judge of the district court or to a United States
commissioner for the district within which the person so summoned
resides or is found for an attachment against him as for a contempt.
It shall be the duty of the judge or commissioner to hear the applica-
tion, and, if satisfactory proof is made, to issue an attachment, directed
to some proper officer, for the arrest of such person, and upon his being
brought before him to proceed to a hearing of the cases and upon suc
hearing the judge or the United States commissioner shall have power
to make such order as he shall deem proper, not inconsistent with the
law for the punishment of contempts, to enforce obedience to the
requirements of the summons and to punish such person for his default
or disobedience.
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(c) CRoSs REFERENOS.-
(1) AUTHORITY TO ISSUE ORDERS, PROCESSES, AND JUDG-

MENTS.-For authority of district courts generally to enforce the
provisions of this title, see section 7402.

(2) PENALTIs.-For penalties applicable to violation of section
6420(e)(2), 6421(f)(2), 6f424(d)(2), or 7602, see section 7210.

SEC. 7605, TIME AND PLACE OF EXAMINATION.
(a) TIMfE AND PLAO.-The time and place of examination pursuant

to the provisions of section 6420(o)(2) 6421(f)(2), 6424(d)(R), or 7602
shall be such time and place as may te fixed by the Secretary or his
delegate and as are reasonable under the circumstances. In the case
of a summons under authority of paragraph (2) of section 7602, or
under the corresponding authority of section 6420(e)(2) [or 6421
(f)(2)], 6421 (J)(M), or 6,21 (d)( 2) the date fixed for appearance before
the Secretary or his delegate shall not be less than 10 days from the
date of the summons.

(b) RESTRICTIONS ON EXAMINATION OF TAxPAYER.-NO taxpayer
shall be subjected to unnecessary examination or investigations and
only one inspection of a taxpayer's books of account shall-be made for
each taxable year unless the taxpayer requests otherwise or unless
the Secretary or his delegate, after investigation, notifies the taxpayer
in writing that an additional inspection is necessary.
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IX. INDIVIDUAL VIEWS OF SENATOR PAUL H. DOUGLAS
The 1956 Highway Revenue Act requires that apportionment to

each State be reduced whenever the trust fund revenues are estimated
to be inadequate to cover the planned apportionments in any indi-
vidual year. State apportionments will be made this summor for
the fiscal year 1903.. Under the present plans, authorizations for both
fiscal years 1963 and 1964 are sot at $2.2 billion. Because of esti-
mated shortages of trust fund revenues unler the present law, how-
ever, it now appears that apportionments to States for the interstate
system for fiscal 1063 would only be $2 billion and for fiscal 1904
$1.5 billion. These results would occur in spite of the 7 or 8 percent
of the total costs which are to be contributed from general revenues.

In order to maintain the planned rate of highway construction, it
is estimated that additional revenues above those now provided for
will be necessary totaling $9.74 billion, or about $900 million more a
year, through fiscal 1972. Without these additional revenues the
completion of the system would be postponed 5 years beyond the
original target date.

The first question with which we are faced, therefore, is whether
we should raise additional revenue for the highway program or allow
that program to lag. While I have some personal reservations about
it, the answer of Congress seems to be clear. It is argued that the
highway program makes a vital contribution to our economy and to
our national well-being. It is said that the completion of the pro-
gram is essential to our national defense. We must be able to trans-
)ort men and equipment quickly and easily from place to place.
t is also argued that the highway program is also essential to highway

safety. It is estimated that the system when completed will save at
least 4,000 lives a year, not to mention the tremendous savings in
injuries and property damage. The highway progrun, therefore,
in the view of the Congress seents essential to our economy. It will,
of course, provide a stimulus to employment in a number of key
industries. The program also facilitates the mobility of goods anl
services in our highly integrated economy.

The committee, by its actions in increasing the total revenues
which are attributable to the highIway trust fund, has indicated its
agreement with the view that t le program is essential and should
not be slowed.

The next question which arises is: Who should pay the additional
taxes which are needed to continue this program? The answer to
this seems clear. 'The program should lie supported by those who
benefit from it. Thererore, it is necessary to attempt to allocate the
costs of the highway program among thoso who benefit from the
program.

As I have indicated, society generally benefits from the highway
program and a certain amount of the aggregate costs of the highway
program sould be hore by the general public. However, it is equally
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clear that there are many special beneficiaries of the highway program
as well, and the costs of the program should be allocated proportion-
ately among theso special beneficiaries.

The allocation of highway costs among users can be done in various
ways. In general, these allocation methods are based on costs, i.e.,
the, expenditures required by highway departments to provide the
types of facilities adequate to service the larger and heavier vehicles,
or benefits; i.e., the estimated uionetary savings in operating vehicles
over the improved roads provided by the program. One or the allo-
cation techniques is the incremental inethodby which highway designs
ire assumed to be built up from a basko design to moet the require-
ments of progressively heavier vehicles. Another method is the
differontial-benefit technique by which costs are allocated in approxi-
mate proportion to the benefits derived from the use of the higi ways
by vehicles of different dimensions and weights. The third allocation
technique is by cost functions which divide highway costs into those
which do not Ia by t pe of vehicles, those thut vary with trafficvolume but not with size anti weight, and those that (to vary with
size and wei rht. The fourth technique is by gross-ton mile which
makes the location among vehiclest of different dimensions aind
weights in proportion to the product of gross operating weight and
distance traveled.

Table I shows the results of these various allocation methods for
particular types of motor vehicles. This table is based on the assump-
tion that the benefits of the hi hway prograun to society in general
have already been subtracted Wiotn the total cost. What does this
table reveal? It shows that, regardless of method, the share of the
total costs which should be allocated to the larger trucks is much
greater thum the amounts which are being charged to the larger trucks
under the present law. For extanple, the four-axle tractor-senitrailer
combination should pay between $871 and $2,003 and, in fact is paying
only $700. The five-axle tractor-semitrailer combination should pay
between $1,245 and $3,595. Its actual payment is only $1,040. At
the sane time passenger autombiles and light pickup trucks are
being overcharged.

TI,.E I.L-Required payments per year to the highivzay trust fund

Under Under Under Under Under Com.
differ. Inere- coast- gross law in mitteeType of vehicle eutial- mental function ton-mile effect,
benefit method method method fical Pni.I"

method year 1961

Medium pasenger car I .................. $3t $" $2s $22 $20 $30.20
2-axle, 4-tire truck (pickup) .........---- 32 24 22 21 39 46.502-axlN 6-tire truck (stake)................ 6 6 5 03 69 80 103.06
3-axle tractor6emntrailer comblant ton

(2-81) gasoline .......................... WS 871 $02 949 470 607.19
4-axle tractor-emultrailer combination

(2-82) die'cl ............. 871 1,083 1,667 2, ON 70D 92C 32
taxle tractor-semitrailer combination 8(8-82) diesel ............................ 1,248 1,709 3,006 3. M 1,040 1,35.44

I The figures in this column are not totally compmrable. The passenger oar figure does not include themanufacturer' excle on automobiles. However, the Ways and Means Committee added the manutao
turers' excise on trucks to all of the truck figures.

'Including 6 passengers.
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2. Even more importantly, the highway system bring inmnediate
benefits to the trucking industry which far more than compensate
for the allocated user payments indicated in table 1. For example,
there are already 5,000 miles of interstate routes Improved to adequate
standards. Benefits to the trucking industry from these limited-
access routes come from fuel savings duo to lower grades. fewer stops
and starts, greater average speed with op crating savings, lower insur-
ance cost due to greater safety, and other factors. For example, In
a test run from Chicago to Jersey City via toll roads, total elapsed
time was reduced by 29 hours and 54 minutes and actual travel time
was reduced by 11 hours and 17 minutes. The toll road showed
a saving of 30)4 gallons of gasoline while traveling 8.2 miles an hour
faster. The test vehicle made 2,339 fewer gear shifts, 690 fewer
brake applications, and 185 fewer full stops. It was estimated that
each minute saving of time resulted in a saving of cost for tractor-
semitrailer combinations and truckfull trailer combinations of from
5.52 to 6.87 cents per minute. The 677 minutes of actual travel time
saved in the test amounted to at least $37.30 savings in time alone.
Other tests show comparable results.

President Kennedy has proposed a series of increases in present
highway taxes which will roughly reflect the relative benefits to various
users. Table 2 indicates these rates and compares them to those
recommended by the majority of this committee.

TABLE 2

Rates as Rates Com-Present of ul proposi mittee's
Tax base rates under y Prsi. proposed

preen t dent changes

Diesel fuel and special motor fuel... ...... Gallon ........... $0.04 $0.03 60.07 $0.04

TruMk5and buses over 20,000 pounds ...... 1,000 pounds of 1.50 1.50 5.00 3.00
gros weight.ilghwa tiresPound ............ .08 .08 .10 .10

inner ..................... do............09 .09 .10 .10
Tread rubber .......................do....... ...... 0 03 .10 .05

The rates recommended by the President seem eminently reasonable.
They are based upon the allocation studies which I have indicated
earlier. For example, the President recommended a tax on diesel
motor fuel which is larger than the recommended tax on gasoline.
The reason for this is the difference in consumption of the two fuels on
a per-mile basis. It costs the same amount to build a mile of road for
either a diesel or gasoline-powered truck of the same weight and size.
Therefore, the charge by the Government per mile of vehicle travel
should be the same. Since diesel fuel is more economical, the tax rate
per gallon this fuel should be greater than the corresponding rate per
gallon on gasoline. Some of the differences between the two fuels are
significant, e.g., at 40,000 pounds gross weight, the diesel fuel consmnp-
tion rate is about 68 percent of the gasoline consumption rate; at
75,000 pounds gross weight, the diesel consumption rate is about 61
percent of tile gasoline consumption rate. The President's proposed
tax rates recognize these differences. Even under the President's pro-
posed rates, however, operation of diesel engines would retain a com-
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petitive advantage over operation of gasoline engines. The com-
mittee has recommended that the two tax rates be the same.

Similar comments can he made with respect to the tax on tread
rubber. As indicated ertilier, trucks create much more wear and tear
on highways than do automobiles. At the same time, trucks make
much more extensive use of tread rubber than do passenger cars.
For example, a passenger car tire is normally retreaded only once.
By comparison, truck tire carcasses are retreaded from 3 to 12 times.
Since the tax on tread rul)ber is at present much lower than the tax
on new tires, trucks are paying a relatively lower average tax on tire
rubber than are automobiles. The President's recommendations
tended to equalize the tax on highway tires and tread rubber; the
committee's recommendation retains a relatively favorable treat-
mont for tread rubber.

The alleged disadvantages to the trucking industry of the increased
taxes recommended by the President do not seem to be significant.
The effect on competition with rail shipping would bo slight. - The
trucking industry is today nearly twice the size of the railroad in-
dustry in terms of revenues earned; trucks service many areas where
rail service is not available; and trucks ship many different types of
commodities that railroads do not carry. Statistics suggest thKat the
effect of the proposed taxes on trucking profits would not be great,
even if the taxes were not passed on in higher prices. Taxes have
not been an increasing burden on the industry in the past few years.
Since 1953, the proportion of total taxes on motor vehicles borne.by
trucks has remained fairly constant at 38 percent. Total operating
taxes and licenses have been only about 5.8 percent of trucking
revenues, and the President's proposed tax increases would add only a
relatively small increment to the tWtl taxpayments.

One test of the reasonableness of the President's proposals is their
comparability with toll road charges. Toll charges for heavy trucks
per nile are 5.5 cents on the assachusetts Turnpike, 4.5 cents on
the Oklahoma Turnpike, 3.8 cents on the New Jersey Turnpike, 4.0
cents on the Florida Turnpike, 5.3 cents on the Indiana urnpike,
and 7.5 cents on the West Virginia Turnpike. Trucks are using
these toll roads voluntarily and in substantial numbers despite the
fact that these rates are roughly four times the cost per mile under
the President's proposed tax schedule. Moreover, the relative in-
crease in the use of these turnpikes by trucks in the last few years has
been much greater than the increase by passenger cars. These facts
alone prove beyond any reasonable doubt that the benefits derived
by the trucking industry from the highway system will be greater by
severalfold than the costs to the trucking industry proposed by tie
President. Why, then, should we adopt even lower tax rates for the
trucking industry?

I believe that the President's proposals, rather than the committee's
recommendations, should be adopted. The principal reason for this
is that the committee's recommendations do not accurately reflect
user cost. To this extent, the committee's recommendations provide
a thinly disguised subsidy for one industry. I know of no social
justification for subsidizing this type of commercial operation.

At the same time, it is obvious from the committee's recommen-
(lations that the highway program can only be continued at its planned

57



58 FEDERAL-AID HIGHWAY ACT OF 161

pace by increased contributions from general revenues. Such addi..
tional contributions imply one of three things:

(a) That highway building shouhl- replace other planned
expenditures, for example, for defense, aid to schools, veterans,
ete;

(b) That. these latter functions should b carried on as planned
bv increasing general revenues; or
" (C) Tit highway construction should be financed by general

budget (leficts.
I do not think that the Congress or the American people should be

SAkeM to accept any of these three alternatives. I do not believe that
heavy trucks should be allowed to run over the American people,

PAUre H. DouGMs.


