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TITLE ll OF H.R. 6713 RELATING TO HIGHWAY
FINANCING

TUESDAY, JUNE ¢, 106}

. U.S. SeNatn,
Otmmm ON FinANCE,
WMWM D, U
The committeo met, pursuant to notice, at 10:16 a Jm,, in room 2221
Sénnga Office Building, Senator Harry F. Byrd (the chn‘irman)
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2 HIGHWAY FINANCING

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 Jnnuary ll(.bl)i)((g’ b}; uua Segett?ry of (‘)&mmercedpurm:
ant 0'28; Upitpd; e, an
pub g’mn%oc ﬁbered mp E‘? ghty-ééven congr'gs, fst ses-
sion, i8 hereby approved as the basis for ingking the apportionment of the funds
authorized for the Interstate System for the fiscal years ending June 80, 1968,
1064, 1065, and 1966.

8EC. 103. REVISION OF Av'momzuwu OF APPROPRIATIONS FOR
INTERSTATE SYSTEM.

Subsection (b)’ of soction 108 of the Federal-Ald Highway Act of 1938, as
amended, is amended to read as follows;
“(b) AUTHORIXATION OF APPROPRIATIONS.—For the purpose of expediting the
f: truction, reconstruction, or improvement, inclusive of necessary bridges and
1s, of’the .Interstate Bystem, 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 is hereby authorized to be appropriated
the additional sum of $1,000,000,000 for the fiscal year ending. June 80, 1087,
‘which sum shall be in additiorn ‘to' the authorization heretofore made tor that
iear, the additional sum of $1,700,000,000 for the flscal year ending June 80,
the additional sum of $2,200, 000.000 for the fiscal year ¢nding June 80, 1959
the additional sum of 82,600.000 000 for the fiscal year ending June f’o 1860, the
\addlﬂona) sym o‘z z%00 000, for the fiacal year ending June 30, 1961, ad-
‘ditional sum of for the fiscal year ending June 80, 1062, th ad-
‘ditional sum of $2,400,000,000 for the fiscal year ending June 80; 1963, the'addl-
tional sum of §$2,600,000,000 for the fiscal year ending June 80, 1064, the ‘additional
‘sym 0132.700.000,000 for the fiscal year endipg Junse 80, 1965 the additional sum
$2,800,000,000 for the fiscal year ending June 80, 9@6, e addmonal sum of
32,900000000 for the fiscal year ending June 30, 1 udditional sum of
$8,000,000,000 for the fiscal year ending June 80 1968 the additional sam of
g.OOOOOOOOO for the fiscal year ending June 80. 1969 the additional sum of
000,000,000 for the fiscal year ending June 30, 1970 and the additional sum of
.§2,885,000,000 for the fiscal year ending June 80, 1671.” :

SEC. 104, AGREEMENTS RELATING TO USE OF AIRSPACE ON INTER-
'STATE SYSTEM.

'(a) The last aentence of section 111 of title' 28 of the’ Unlted States Code
is amended to read as follows: “Buch agreements m;&‘hmver, authorlu a

'Bttte or litical subdivision thereof to use or permit the tse of the al
: below the established grade line of the vement for snch
pnrpomuwﬂlnotlmpmthetnnmandumy hm,uwmnqt

require or permit vehlcular access to such space dlroctly trom such estab
_grade Tne- b!rtlli:e highway, or otherwioe interrere m any. wny v’mh the tree
‘o on the Interstate System.

b)' Uponh application, the Becretary ‘of Commerce s adthoﬂted to revise any
agreement made prior to the date of endctment of this Act to the éxtest -
‘wuch agreémént teldbeh the utilizatiori‘of space on. rights-of-way on. ‘the.
tional Bystem of Interstate ahd Defense Highways to conform to section 111 ot
title 28 of the United Btates Code as amended by sybgection (a).

‘TITLE II--INTERNAL REVENUE CODE AND HIGHWAY
' TRUST FUND AMENDMENTS .

SE('" 201. OONTINUATION oF MOTOR FUEL TAX RATES. e

tion ;OHF mw&nn nevehhf 62 imﬁe!: &}é:p(gx (d':;gf f'.ffi

and special motor fuels) are each amended—- S,
(1) by striking out “8 centa a gallon" and lnserting ‘n lieu thereof "y
cents a gallon";and * - . ST o o
,(2) by striking ont “1 cent a gallon" and inserting Ueu thereot “2
cehtnagallon"
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{(b) GasoLiwe—8ection 4081(a) of such Code (relating to tax on gasoline)
is amended by striking out “8 cents a gallon" and inserting in Ueun thereof “4
cents a gallon”,

(c) Rate RepUcTION IN 1972 —8ections 4041(c) and 4081(b) of such Code
(providing a reduction to a8 134-cent a gallon rate on July 1, 1872) are each
amended by striking out “July 1, 1972" and inserting in lieu thereof “October
1, 1972",

(d) ReprAL oF TEMPORARY PROVISIONS.—Sections 4041 (f) and 4081(c) of such
Code (relating to rates of tax for the perlod beginning October 1, 1959, and
ending June 80, 1961) are hereby repealed.

(e) CONFORMING AMENDMENT.—SBection 6421(h) of such Code (relating to
nonhighway or local transit use of gasoline) {s amended by striking out “July
1, 1972" and inserting in lien thereof *‘October 1, 1972".

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

(a) Tmes—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) InNNER Tunes.—Paragraph (8) of section 4071(a) of such Code (relating
to tax on inner tubes for tires) i3 amended by striking out “9 cents a pound”
and inserting In leu thereof “10 cents a pound".

(c) Taeap RusseR—Paragraph (4) of section 407{ (a) of such Code (relating
to tax on tread rubber) is amended by striking out “8 cents a pound” and insert~
ing in lieu thereof “B cents a pound”.

(d) Rare Repuotion v 1972.-—8Bubsection (c) of section 4071 of such Code
(relating to rate reduction on July 1, 1972) is amended to read as follows:

“{¢) RaTeE REDUOTION.—On and after October 1, 1072—

“(1) the tax imposed by paragraph (1) of subsection (a) shall be 8
cents a pound;

“(2) the tax imposed by paragraph (3) of subsection (a) shall be
cents a pound ; and

“(8) paragraph (4) of subsection (a) rhall not apply.”

SEC. 203. TAX ON USE OF CERTAIN VEHICLES,

(n) Inoimase v Tax.—S8ubsection (a) of section 4481 of the Internal Revenue
Code of 1954 (relating to tax on use of certain vehicles) is amended by striking
out **$1.50 u year” and lnsertlng in lieu thereof #$3.00 a year. »

(b) Periop Tax IN

(1) EXTENSION FOB 8 uomnn —38ection 4481(e) of snch Code (relatlng
to period tax in effect) is amended by striking out “after June 80, 1956, and -
before July 1, 1072” and inserting in lien thereof “betore chbea' 1 1972"

! (2) CONTORMING AMENDMENRTS.— -

(A) Bection 4481(a) of such Code (relating to lmponit!on Gl' tax) in
amended by adding at the end thereof the following new sentence: “In
the case of the taxable period begimning on July 1, 1072, and ending on
Beptember 80, 1072, the tax shall be at the rate of 5’ cents for such
perlod for each 1,000 pounds of taxabie gross weight or fraction thereof.”

-{B) Subeections (é) and :(d) or section 4481 ot such Oode are amend-
od to réad as follows ! -

“(c) PRORATION OF Tax—If {n any tauble period the nm use of. th& higitway
motor:vehidle 18 after the first inonth in such period, the tax shall be reckoned
proportionately from the first day of the month in whlch snuh *uae oceurs to
and including the lagt day in such taxable period.

“(d) Oxe Tax LiasBiLiry Pre PERIOD.— »

“(1) IN oENERAL—To the extent that the tax imposed by this section ia
pald with respect to any highway motor vehicle for c%ny ulxable period, no
furtheér thx shall be’ lmpoeed by this section for such taxable period with

o TR b i REESIIRTHTIRAURTI DL PR I 5 [ER U T

"Mpmmamuxww&um-umw-uu.uimmv
" (O) Bubsection (¢) of sbction 4482 of such Code i mended bi #dd-
iti . - ing at the end thereof the following new para «lx)
“(4) TAxABLE PERIOD~—The term ‘taxable perfn me&h& m& yoar begin-
ning before July 1, 1672, and the period which begins on July 1, 1972, and
ends at the close of Sephember 30, 1972.”
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(c) INSBTALLMENT PAYMENTS OF TAX.—
(1) Bubchapter A of chapter 62 of such Code (relating to time and place
for paying tax) is amended by renumbering section 6158 as 6157, and by
inserting after section 6155 tte following new section:

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

~ *(a) PriviLeee To PAY Tax IN INsTALLMENTS.—If the taxpayer files & 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
“instaliments in accordance with the following table:

The number of

installments

“If liability is incurred in— shall be—
July, August, or September. .. o cecen e er e r e ——— e ——— 4
October, ovember, or December. oo ————— 3
January, February, of March oo rcnncncmcccrmcccccccncmmcnm - 2

“(b) DATES YOR PAYING INSTALLMENTS.—In the case of any tax payable in
_installments by reason of an election under subsection (8)—

f‘;{‘ 1) t"tlhe first installment shall be pald on the date prescribed for payment
of the tax,

#{2) the second Installment shall be paid on or before the last day of the
ithird eu&ont’h following the calendar quarter in which the lability was

neurred,

“(8) the third installment (if any) shall be pald on or before the last
day of the glxth month following the calendar quarter in which the lability
‘was incurred, and

“(4) the fourth installment (if any) shall be pald on or before the last
day of the ninth month following the calendar quarter in which the Hability
was incurred.

“(c) PRORATION OF ADDITIONAL TaAX 70 INsSTALLMENTS.—If an election has been
,made under subsection (a) in respect of tax reported on a return flled by the
taxpayer and tax required to be shown but not shown on such return is assessed
before the date prescribed for payment of the last installment, the additional
tux shall be prorated equdlly to the installments for which the election was made.
That part of the additional tax so prorated to any § llizent the date for pay-
ment of which has not arrived shall be ¢ollected at the same time as and as part
.of such installment. That part of the additional tax so prorated to any ipstall-
ment the date for payment of which has arrived shall be paid upon notice and
demand from the Secretary or his delegate.

“(d) ACCELERATION oF PAYMENTS.—If the taxpayer does nof pay any Install-
ment under thia 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 delegate. :

“(e) SEOTION INAPPLICABLE TO CERTAIN .LIABILITIES.—Tbhis sectin shall not
apply to any liability for tax incurred in— SRR : =

%(1) April, May, or June of any year, or

“(2) July, August, or, Beptember of 1972,

(2) Section 6601 (c) (2) of such Code (relating to determination of last
date prescribed for payment of tax) is amended.by. striking out /‘8152(a)"
and juserting in Ueu thereof "6152(a) or 6156(a)”, and by striking out
“6152'(b')" and inserting in lieu thereof ‘‘8152(b) or 6158(b), as.the case
may be”. . e : :

{8) The table of sections for subchapter A of chapter 62 of such.Code
‘18 amended by striking ont S : R .

“Sec. 6156, Payment of taxes under provisions of the Tariff Act.’’

and insgerting in lfeu thereof ‘

‘ | “Bee. g;u nstallment &A:ymenu of tax on .use of bighwsy motor vehicles,

) . "Bec. 6107. Payment of tazes under provisions of the Tarifl Aet! . -
SEC. 204. EXTENSION OF PERIOD OF 10 PERCENT TAX ON TR,UCKS AND
BUSES, I

- Bection 4061(a) (1) of the Internal Revenue Code of 1054 (relating to tax on

trucks and buses) is. amended by striking out.“July 1, 1872” and inserting In
mmmt“ml,lm'. ' i B ot
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8EC. 205. CERTAIN GASOLINE SOLD FOR FURTHER MANUFACTURE.

(a) ExeMPTION FroM Tax.—S8ection 4221(d)(6) of the Internal Revenue
Code of 1954 (relating to use in furtber manufacture) is amended—
(1) by striking “or” at the end of subparagraph (A),
(2) by striking the period at the end of subparagraph (B) and insert
ing in lieu thereof *; or”, and
(8) 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 tue purchaser, for nonfuel purposes, as a material
in the manufacture or production of another article to be nanufactured
or produced by him.”

(b) Use BY MANUFACTURER OB IMPORTER CONBIDERED BALR.—Section 4218(a)
of such Code (relating to use considered as sale) s amended by adding at the
end thereof the following new gentence: “This subsection shall not apply fn
the case of gasoline used by any person, for nonfuel purposes, as a material
in the manufacture or production of another article to be manufactured or
produced by him."”

(c) OCrepvir or REFUND.—Section 6418(b) (3) of such Code (relating to tax
pald 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
jpserting in lleu thereof * ; or”, and
(8) by Inserting after subparagraph (E) the following new subparagraph:
“(F) in the case of gasoline taxable under section 4081, such gasoline
i8 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) ConromMING AMENDMENT.—8ection 6416(b) (2) (B) of such Code is

amended by striking out “or (E)" and inserting in lieu thereof *(E), or (F)".

SEC. 206. FLOOR STOCKS TAXES8 AND REFUNDS,

(8) IMPOBITION oN CERTAIN Tires, TUBES, AND TREAD RuUBRER.—Subsection
(a) of section 4228 of the Internal Revenue Code of 1954 (relating to floor stocks
taxes) is amended by adding at the end thereof the following new paragraphs:

*(8) 1061 TAXES ON CERTAIN TIRES AND INNER TUBES.—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, 1981, are held—

*“(A) by a dealer for sale, o ,
“(B) for sale on, or in connection with, other articles held by the
manufacturer, -producer, or lmporter of such other articles, 'or
_M(C) for use in’'the manufacture or.production of other articles,
“there is hereby Iniposed a-floor stocks tax at the rate of -2 cents a pound in
the case of such tires, dnd a'floor stocks tax at the rate of 1 cent a pound in
the case of such-inner tubes. The taxes fmposed by this paragraph shall
not apply to any tire or lnner tube whieh is held for sale by the manufacturer,
producer, -or importer 6f such tire or tube, or which will be subject under
‘secbg:n 4218(b) or 4210°to the manufaéturérs exclise tax on. tires or Inner

ta , o o NN ; "
- “(7) 1961 ‘TAX ON ‘TREAD RUBRER—On tre rjibber, ‘subject to -tax under
section 4071(a) (4) which, on July 1, 1941, is held by a dealer, there is
hereby imposed Sﬁﬂoor Stocks tax at t° ate of'2 cents 'a, pound. The
tax imposed by this paragiaph shall n. ly in-th cﬁggej,o any person
. i sueh pergon establishes, to the -sat.. .ction, 'of the Becretary or his
delegdte, that all tread rubber held 'by him on JuLL 1, 1961, will be used
' otherwise than in the recapping or retreading of iires of the type used
,,.on highway vehicles {as deflned in aecﬁon‘lO’(Z(c)z‘.f’ G
(p) Duk Date or Taxes—Bibsectlon (@) .of section. 4226 of such Code is
amended by «striking out.the perjod at-the end thereof and inserting in lien
thereof a comma and “and exceﬁ [} hg;ta;ea‘_ i j@%b}; paragraphs.(6) and
(7) shall be pald at such time after Beptember 8D, 1061, as may be prescribed
by the Becretary or his delegate.” N A S S ATty o5
(¢) Froor BTocKs RERFUNDS IN 1072.—Paragraph (2) of section 8412(a) of
such Code '(rhlating to-floor ‘stock ‘réfunds on ‘trucks and -buses, tires, tread
rubber, and gasoline) is amended— ‘ U ey
(1) by inserting “TuBEs,” after “r-:1xs,” 'In the heading;
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(2) by striking out “4071(a) (1) or (4),” and inserting in licu thereof
“4071(a) (1), (3),0r (4),"”;
(8) by striking out “July 1, 1972" each place it appears and inserting
in lleu thereof “October 1, 1972";
(4) by striking out “November 10, 1972" each place it appears and
Ingerting in lien thereot “February 10, 1978"; and
(6) by striking out “October 1, 1072" and inserting in lieu thereof “Jan-
uary 1, 1078". )
(d) RepeaL or 1061 Froor 870CK8 REFUND ON GABOLINE—Paragraph (8) of
aectlolx:}d 6412(a) (relating to 1961 floor stocks refund on gasoline) .8 hereby
repealed.

BEC. 207. HIGHWAY TRUST FUND.

(a) TRANSFER OF AMOUNTS BQUIVALENT 10 TAX ON Tauoxs, Buses, B10.~—8ub-
paragraph (C) of section 200(c) (1) of the Highwny Revenue Act of 1038
(relating to transfer to Highway Trust Fund of amounts equivalent to certain
taxes) 18 amended to read as follows:

*(C) B0 percent of the tax received after June 80, 1957 and before
July 1, 1061, under section 4061(a) (1) (tax on trucks, buses, ete.),
and 100 percent of the tax received after June 80, 1061, under section
4001 (a) (1) ;".

(b) REPEAL OF TRANSFER TO TRUST FUND OF ExCISE TAXES ON AUTOMOBILES,
PARTS AND ACCERBORIES, ETO.—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 exclse taxes on automobiles and parts and accessorles re-
celved after June 30, 1961, and before July 1, 1064) is hereby repealed,

(c) REcCEIPTS IN FI80AL YEAR 1078 —

(1) Paragraph (1) of section 209(c) of such Act (relating to transfer
to Trust Fund of amounts equivalent to certain taxes) 18 amended by
striking out “July 1, 1872" and inserting in lleu thereof “October 1, 1972",

(2) Paragraph (8) of such section 208(c) is amended—

(A) by striking out “Jury 1, 1072” in the heading and inserting in
lleu there of “0CTOBER 1, 1972" ; ]

(B) by striking out “after June 80, 1972, and before July 1, 1078,
and which are attributable to liability for tax incurred before July 1,
1072,” and inserting in lleu thereof “after September 80, 1672, and
before July 1, 1978, and which are attributable to liability for tax
incurred before October 1, 1972, ;

(C) by striking out subparagraph (O) and inserting in lieu thereof
the following:

“(0) 60 percent of the tsx under section 4071(a) (1} (tax on tires
of the type used on highway vehicles) and 10 percent of the tax under

‘ soction 4071(a) (8) (tax on inner tubes for tires) ; and”.

(d) EXPENDITURES IN FISOAL YRAR 1978.—

(1) Paragraph (1) of section 209(f) of such Act (relating to expenditures
from Trust Fund for Federal-aid highway program) is amended by striking
out “July 1, 1072” and Inserting in lieu thereof “October 1, 1072".

(2) Paragraph (8) of such section 209(f) (relating to transfers from

. ‘Trust Fund for gasaline used on farms and for certain other purposes) is

‘%outx’gﬁegm "qtrlklm; out “July 1, 1972" and inserting in lien thereof “Oc-

) ., [ R . . .

(8) Bubparagraphs (B) and (O) of section 208(£) (4) of such Act are
amerided to reéad as follows: ' L

“(B) 100 percent of the retunds In respect of articles subject to tax

‘under section 4071(a} (1), (8), or (4) of such Code (certain tires, tubes,

and tread robber) ;and. = R L
. “(0) 80 percent of the refunds in respect of gasoline subject to tax
under section 4031 of such Code.” ‘ .
‘ (4) Paragraph (5) of such section 200(f) (relating to 1961 floor stocki
- . réfunds on gasoline) is hereby repealed. - L

SEC. 208. EFFECTIVE DATES.

() Except as proirided in subsection (b), the amendments made by tlis title
shall take effect on the date of the enactment of this Act, T :

(}») l:(v 11) 1’?&: amendmeénts made by sections 201, 202, and 208 shall take effect
onJulyl,: . )
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(2) The amendments made by section 205 (a), (c), and (d) sball apply
only in the case of gasoline sold on or after October 1, 1081,

{8) The amendment made by section 203(b) shall apply only in the case of
gasoline used on or after October 1, 1061, :

K:uetd the House of Representatives May 4, 1961,

test :
Raren R. Roners, Olerk.
The CuairmaN. The first witness is the Honorable Henry H, Fow-

ler, Under Secretary of the Treasury.

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

Mr. FowLer. Mr, Chairman, members of the committee, I appre-
ciate this op}mrtunity 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, 1061, on a Federal
pRYy-a8-you-go h(iﬁhway program. I believe, however, that the bill
s}hpl;ld e modified to mesot the financing requirements more fully and

airly. ‘

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 fundg, the funds available to
finance the Interstate Highway Sﬂstem have, until recently, been rea-
sonnbly related to the costs of the scheduled construction program
which is to be completed in 1972. This relationship has been main-
tained, desgite 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 of
about $800 million—almost 25 percent—in fiscal 1985 (see table 13.

Because of the estimated future shortages in the trust fund under -
present law, it now a%ppam that apportionments to States for fiscal
1963 can only be $2 billion, and for fiscal 1064 and 1965, $1.5 billion
each. Thereafter, revenues would permit spportionments to rise
slowly to a maximum of $1.9 billion in fiscal 1968 and 1989, compared
to estimated requirements in those yearsof $8 billion. -~ - =~

Moreover, even the reduced level of apgortionmenta for fiscal years
1964 and 1985 is possible only because diversions from the general,
fund to the trust fund amounting to $2,500 million are scheduled dur-
111%110&&:&1&1&1‘8196 -84, .
. We think that a glow om.in‘fhe.highwn; gram would be unde-
sirable. ., The supplies, machinery, and manpower fpx*ﬁghvny.blﬁls-.
ing are aavilable. - Highway, construction is meking s positive contri-
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bution to employment. The finished construction itself is important
to our safety, convenience, and economic growth,

The problem we face is to provide adequate financing to enable the
payvus»you—go program to advance systematically, in line with our
needs and physical capabilities. Completion of the Interstate System
a8 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 rescinded, 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
1056. 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 Workson H.R. 6713,

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

The Congress in 1050 decided to finance the expanded highway aid
program hy allocating receipts from the taxes on motor fuels and cer-
tain of the other existing taxes on motor vehicles, by tax rate increases,
and by the addition of two new taxes. This original 1966 approach
to financing highway aid thus involved a definite decision not to use
;xll I;fvonues from automotive items that were then a part of the general

und.

" 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 apractienl matter, the end result is likely to be more debt financing.

Senator Gore. Mr. Chairman, do you wish the witness to complete
his statement before questioning him ¢

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

Senator Gore. Well, My, 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 taxesg
are, I am sorry to say, diverted to other uses. Yet, when it is proposed .
to apply the revenue from highway user taxes to the construction of
highwavs, you describe that as diversion. T do not. quite understand.

Mr. Fowwrrr. T 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, insol’nr a8 Congress chose to extend
those taxes, as general fund taxes, :

Now, there is a perhaps, certain, amount of, if I may say so respect-
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 wo should go in diverting funds from t{;c general fund into the
highway trust fund. Because prior to this act all of the so-called high-
way user taxes were part of the general trust fund and the Federal
aid to highway program was, of course, financed out. of the general
fund. Here a decision was taken to earmark certain of these taxes and
from there on out, to maintain this improved program, either by use
of thnse taxes or new taxes, or by increases in those taxes. This is what
wo urge, the policy that Clongress maintain,

Senator Gore. Then vou are calling a further use of revenue from
highway user taxes for the purpose of highway construction diversion$

Mr, Fowrer. Yes, sir,

Senator Gore. Then you use the term not in its ordinary meaning
but with a special meaning peculiar to the administration?

Mr. Fowren, The meaning that the Congress, more or less, made
upon it in 19466,

Senator Gere. Now, T have aceused certain of our adversaries of dis-
tortions of the English language. T certainly would not want my
friend, a personal friend and high official of the administration of my
party, to be thus accused. But if you stand self-accused, I cannot help

ou,
y Mr. Fowrenr. I am afraid I shall have to stand in that light, Mr.
Senator.

Senator Gore. All right. A

Senu?tor Bennerr. Mr. Chairman, may I come to Mr. Fowler's
rescue :

Senator Gore. Well, now, I did not mean to put him quite in that
light.

Senator Kerr. That is not light, it is posture.

Senator BenNerr. 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 Bennerr. 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 commi’tee decided to earmark the funds b
which that system was to be built, and to protect those funds, and this
committee decided that there would be no system built if therr were
no earmarked funds to build it, we increased the taxes on the hi~hway
users, but we did not deprive the 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 these
particular excises long before the interstate system was even a gleam
1n the eye of the Bureau of Public Roads. .

Mr, Fowrer. In 1941, I believe, prior to the war period. .

Senator BrNNETT. 1041, So, ¥ 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 these funds,
that is its responsibility. But as you said, Congress had that oppor-
tunity in 1956 and decided not todoit. . )

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

Senator ANpErsoN. Mr, Chairman, could I try it, toot

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 program. .

Senator Bennerr. Oh, now, that's not a fair interpretation,

'Mr. FowLer. Well, speaking in terms of Federal practice, Senator
Anderson, I do not belheve that historically, they had ever becn used
for highway purposes as such, Federal practice, as distinct from
many of the State practices where this has been characteristic, to use
all funds related to highway users for roads, this has never been our
practice prior to 1956, ) .

Senator Gore. Well, Mr. Chairman, the situation is further com-
glicawd by the fact that the Hayden-Cartwright 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 Treasury 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 term in an entirely
opgosite manner. , ’
ow, this is not to engage in semantics, it is just a misuse of the
term, ' , ,

Senator Bennerr. The Senator from Utah would like to remind
the committee that the Federal Government. is making contributiong
to the building of highways other than the Interstate System, and
you can conceivably assume that the highway user taxes which were
collected prior to 1056 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 can be

shown that the equivalent of all the taxes on highway users is being

spent by the Federal Government on highways, even though, so far
as-the ig;dB—-O systems are concerned, thgse funds are not sgeéiﬁeq.lly,
earmarked. o

The CaARMAN. Proceed.
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Mr. FowLer. Congress examined a proposal for debt financing for
the highway program in 1985. After considering the added interest
costs from the above pm%:-am the Conqrcss rejected this approach
and adopted a pay-as-you- uild policy. We think that policy should
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 algo be provided to meot the increa
costs of construction. The President has recommended raising all of
the needed revenues from incrensing excises previously earmarked
to support the highway program. The previous administration had
renched the same conclusion and suggested, as its approach to this

roblem, increasing the present 4 cents a gallon motor fuel taxes to
1’% cents a gallon. President Kennedy stated that this would be
clearly acceptable and would have his support. h

However, this approach would rnise a very large proportion of the
additional revenues from the drivers of passengers cars. Wae believe
a fairer allocation of the tax burden nmrmﬁf those who use the high-
w?s relcluires a groater contribution from large truck operators.

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

Summarizing them briefly, an increass in the tax on diesel fuel from
the present rate of 4 cents a gallon, which would be reduced to 8 cents
as 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, wherens the present rate is
$1.50 a thousand pounds of %:'oss weight on those that are in the
over 26,000 pourids 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, froin 9 cents a pound to 10 cents & pound, and on
tread rubber, used for the retreading of tires, from 8 cents a pound
to 10 cents a pound. : - o

_(The complete table is as follows:)

N

Taxbess | Pressatrate | Taly | dnde * pored by
IR BT Jresent aw | Presidsnt
04 0 80,
CREl %Rl %%

;o .084. ... 08¢ REEENY |

.00 .09 o

-'“ o“ . ' ‘;‘

i
LA 2]

11,000 pounds of gross weight,
70880—81——2
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The attached table 8 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 highway 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 Burenu of Public Roads.

I am sure that you will be told that the trucking industry is highly
competitive, not very profitable, and cannot “bear” the taxes pro-
posed. These additional taxes are not proposed because the industry
can pay them out of profits. A more fundamental public policy
?uestion is involved. The trucking industry is a large industry. In

airness to the general t}ux‘myin public and competing modes of trans-
portation, we feel that the industry and its customers should now
ay their allocable share of the cost of Federal-aid facilities used
y it. These additional tax costa 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 this tax on aviation gasoline can now go to the general fund
and there he made available for airway users, rather than go to the
Lenefit of those who use the highways. This change would reduce
trust fund receipts over its remaining life by about $160 million.

Senator Gore. Mr. Secretary, I shall be glad to swap with you; you
take the aviution gasoline tax revenue nnﬁ I shall take the automo-
bile gasoline tax. Isthatall right with you?

Mr. FowLer, 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 roads primarily benefit
automotive operators and logically should be pniI 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 AxpersoN. Do I understand you to say that the forest
access ronds are primarily for automobile riding ?

Mr. Fowwer. I think 1t 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 hifhway system.

Senator ANpersoN. That is what I am trying to find out, what you
are referring to. Isthat what you are referring to?

‘Mr. FowLER. Yes,sir. : _

Senator ANpersoN. Those are built in order to give an opportunity
to market timber which is rapidly maturing, and they add to revenues
of tl}\le (government, not subtract from it. y did we get mixed up’
in that
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I can understand how forest highways in general, this might be

applicable to, but are you referring to the access program ¢
{r. FowrLer. No.

The third point to be noted in the President’s recommendations has
to do with fiinds for the A-B-C system of primary, secondary, and
urban roads, which he feels should be gradually increass from the
fixed annual level of $925 million to $1 billion by increasing authori-
zations $25 million per year in 1964, 1966, and 1968, This is a stag-
gered increase over this 6-year period off unds for the A-B-C sys-
tem, and would add about $400 million to the trust fund expenditures
over the life of this program, to 1972. )

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 {xrojccts. No cos; estimatae is placed on this proposal as it largely
involves administrative costs. The Bureau of the Budget will develop
this in some additional detail. It is not having in mind here that
there will be no costs paid to the household, but that the costs that we
refer to are the administrative costs of assisting them in finding suit-
able housing elsewhere.

The President also proposed stren;ithening the program designed
to limit billboard advertising along the Interstate System. In this
aren 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 pro%mm, 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 in 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 Em})osals. 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 quile a long way toward meeting the
President's recommendations, but there are some differences between
his recommendations and the Housa bill that is before the committes,
and I should like to pinpoint those differences in conclusion,

H.R. 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 the President, 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 ig really the heart of the problem, I think, be-
fore the committes this morning. Iesser increases than those rec- .
ommended by the President would be made in the taxes on diesel fuel,
tread rubber, and truck weight tax. Finally, the highway trust fund .
and the taxes allocated thereto would be continued for 3 months be-
yond the now scheduled June 30, 1972, completion date. The effect
gf tl(lie%e increased rates and the time extension are shown in.tables ..

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 proposals are about $1 billion short of presently
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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 gince the fund has over a decade to go.
However, the decision of the House to make a com ting adjust-
ment in the xrqgmm at this time is reasonable and helpful.

H.R. 6718 deviates in one major respect from the principle of payin
the Federal highwog aid from the motor vehicle taxes set aside 1n 1956
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 hi%hwa 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 (Fercent of this tax was originally
diverted to the highway trust fund, leaving 50 percent in the general
fund. The House bill wonld now take that 50 percent from the

oral fund and put it over in the trust fund. This would total $1.8
illion over the life of the program.

Senator Gore. You are really convinced on this word “diversion.”

Mr, Fowren. I have to keep coming back to that bad word, Senator
Gore. I hope 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. FowLer, The Hayden-Cartwright law, but consistent with the
Highway Act of 1056, o

.Senator Gore. No; I cannct agree with you there.

Mr, Fowrer. Well, at least with the spirit of the act.

Senator Gore. Well, if you get into the spiritual, we shall have
nothing to argue about,

Mr, Fowrer, All right, sir.

An argument for this proposed transfer——

Senator Gore. Now we are coming together.

‘Mr. FowLer. Ishall usethat able term.

Senator Gore. Thank you. This is not in a spiritual realm?

Mr. Fowrer. 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. 326. This study su%gested that 8 percent of the pro-
gmms‘ costs should be assigned fo 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 presented on behalf of the Bureau of the Budget will
deal with this matter more thoroughly, o

‘Aside from the interpretation of the study, we should remember
that considerable revenues previously used for ﬁler@l ‘Government
pu'x&oses wero transferred to the hiﬂgw@y,bmst d at its inception.

“‘The transfer under the House bill is, In effect, an indirect method
of breaching the xéq;)u;rem’eht of section 209(g) of the 1956 act that
expenditures should be limited to the funds estimated to be available
to the highway trust fund. If additional revenue needs of the fund -
are to be met through triinsfers from the general fand, then it seems’
to me that section 209 g%) 'nni no real force, becauss every, time the
program gets into any finanicial difficulty, one could just dip over and
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pick off the excise taxes or other funds and transfer them into this
trust fund. |

The differences in revenue sources proposed by the House bill and
the President involve the components which are designed to raise ad-
ditional revenues from heavy trucks; namely, the tax on tread 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
incrense in the current rate of tax on diesel fuel. Over the life of
the program, the bill would raise $2,500 million Jess from these three
sources than the President proposed, The following table details
the differences in rates, and that is the root point of our presentation
here today. I shall not read it in detail, becauss it is set forth in the
statement. . :

(The table referred to follows:)

Rate as
Present | of July 1] Rats H.R,
Tax base _rate uvnder Lyl o618 :
present t
law
Diesel fuel......coonvcvnnzee- J Gallon.... eerenyeenripnes $0. $0.03 $0.07 [ ]
Trucks and bases over 28,000 | 1,000 pounds of groas weight. .. l.% 1.50 5.00 %00
L TL T POund....ccvevenneencencnenee .08 .08’ .10 .10
Inner W%l ......................... B0.cccriiirorinsccnnnenes .00 .00 .10 .10
Troad rubber....c..eevereneecs]ene. T .03 .03 .10 .08

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

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 necesam;i to provide
the additional increment of tax on heavy trucks which cannot be
accurately provided by generalized taxes, To leave the tax 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.inorease proposed would be, in some measure,
de%gﬁed to equalize that burden between the two.classes of trucks.

"H.R. 6713 also fails to discontinue the transfer. to the highway
trust fund of revenues from the tax on aviation gasoline.. This pro--
posed change is part of the President’s program for implementation
of a user charge system for Federal airways. R -
- Thie bill makes no provision for financing forest and public land
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 Treasury Department does z_xqt‘a&r:a' with
’ ~estimated revenues for the: truck use tax-set:forth in:the Whys
w06, Means Committee report on H.R. 8718. . Those estimates assume:
first; that:the Treasury Department will ¢ollect 100 percent of .the
amounts due under the tax and, second, that the regulations! will bé
tevised to provide for:a-tax classification system resulting in higher
overall tax than at-present. - We am'ew“qz a_careful review
of the methods of enforcing this tax, which is quite difficult, and we
do believe that some great effectiveness can be achieved, 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
ses no justification for assuming that the present truck classifications
in the regulations are erroncous or that any readjustment of that
classification is warranted which would result in substantially in-
creased revenues. These two factors, however, have been counted on
b?r the House to add nearly $400 million—or more than 20 percent of
their estimate of the revenues from this tax during the remaining life
of the trust fund.

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

n 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, The Internal 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 gusoline for use as a material in the manufacture
of another article, such as in the petrochemical industry 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.

Tiom Milllose

1. Overstatement of revenues, total e $2, 820
(a) Diversion of revenues from manufacturers tax on trucks and

DB e e e e e e e e e e e e e e 1,771

(d) Retention of aviation gas recelpts_ .o 161

‘(0) Bxcess of truck use tax revenue estimate . ___ 388

2. Understatement of expenses, forest and public land highways._...... 897

3. Grand total oo e e m e e me 2, TBZ

Accordingly, T 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-
lIon. But this is a second choice, since the study by the Bureau of
Public Roads clearly indicates that the general bulkiof h!xlﬁzxwa.y, users
were paying their fair share of Federal highway expenditures, and
the President’s preference is for financing methods which more ade-
quately reflect the cost factors attributable to heavier trucks,
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In conclusion, let me repeat that H.R. 6713, as passed by the House,
goes a long way to meect the objective of financing the Federal high-
way system in a reasonable fashion. However, we believe that addi-
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 keep our
Federal highway progmm moving steadily ahead on a pay-as-you-go
basis without unfair hurdens on or transfers from the general fund
(xivl}icll in the fiscal year 1962 at least would add to an already predicted

eficit,

(The tables referred to follow:)

TAnLe 1-——Estimatcd status of highway trust fund under present law
{In miltions of dollars)

Appartionments Expenditures
Balance
inthe
Fisca) year Primsry, Prunary, { Revenues] fund on
Inter- | socond- | Inter- | second- June 30
state |ory,and | state |ery, and
urban ) urban!
From before 1957, .eeveeirvrvvecnennnnnn 140 11,30 (R RPN KUY R
307 e ceceirecn e er s v nresenaen 1,176 829 208 758 1,482 516
058 1,700 859 676 836 2.044 1,040
2,200 1,381 1,801 1,112 2,087 b24
2, 500 006 1, 861 1,079 2,538 119
1, 800 883 1,001 087 2,857 108
2,200 884 2,078 013 3,216 333
2,000 035 2,218 012 3,223 368
1, 500 038 2,14 028 3,308 605
1, 500 035 1,838 940 2,517 3.4
1,60 035 1,670 ol 2,573 308
1,700 035 1,678 044 2,629 38
1, 900 935 , 705 943 2,683 358
1, 600 s 1,705 048 2,739 354
1,625 038 1,746 043 2,71 462
.......... w38 1,746 043 2,861 634
.......... 938 624 32,830 1,907
........................................ 132 2,318
25, 440 16,057 25, 440 15,045 42,808 |..........

1 Includes emergency relief as well as spacial funds totaling $502,000,000 apportioned for 1959.
3 Reoeipts on tax mgmues aoorued prior to July 1, 1972,

Bource: Office of the Secretary of the Treasury, Office of Tax Analysis, June 5, 1981,
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Tanix a-—-xommup of 1955, 1958 and 1961 Interstate Bystem oost emmalu

1 ({Io b:moml
b Estimsted oosta
ltern C
Total Fodem! Blate
share- share
l mt arSmwgeengmnrrepeacos P s R em e e R er §n.6 . $25.0 e
ad f d én OO 1.3 1.2 1
1.8 34 .4
.8 .7 1
1 41 L X ) .8
Bubtotal, 1058 estimate.....ooveuenrnirnnnnn.... sreveeas 81.6 3.0 8.7
Inoreass dm.‘ﬂ miles added routas. 1.8 Lé N
Ownrryover contingeney. ........... 1 .8 .1
to corplete & w,owmm system buod on 1058
Totimate Lt & 40,000-mile AR 9.9 3.0 3.0
AGIUHONN 1,000 MM« e evenncennrrrorranerevanammannenn 1.1 1.0 .1
s ’Nm mm mul,oooanms tem, based on 1968

w ¢ e 41.0 8.0 40
-1.0 -9 -1
.8 .8 .1

4 .4 0
4.0 3.0 40

Bource: H, Rept, No, 829, 8T1th Oong., 1st sces., 0. 7.



TasLs 3.—Pinancing of the highway trus: fund

ﬂmta.onped:l mowrtnal&
§ Laminated tires

mmmbcmumwmx,m

Tt fam > *PPTS o
Rates prior Rates under | Rates under
Ttem Tax liyhen Highwry; 1966 Fmgh‘rty ptopa:l” H.ER.6n31 Pressnt la i 962-72 | 1963-72
. w l
Revenue Revenue xct Act of 1960 Presi- .R.
Act dent's 67131
“h ' Qs = . . 1957 | 1958-61 | 196364 | 1965-72 proposal
. Gasoline. . Gallon.......... 3 conta....| 3oents. .. 4 cents? Nochanze .| Nochange..| 2001 100{ 100f -100{ 100 100
Diesel toei 3 do.. JO S 40.........l....dot ___|7oents____| . _do.....] 100 100 100 100 100 100
Tmeumd bmu..-.-.-...----. 1 _| 8 perosat.__| 10 ~------| Nochange_.| Nochange_ .| .___do______ b % 50 50 & 100
Tires: i L o ‘ ' ‘ N
hrhidxwayvohldu .~+] Pound. --| Scents..__| 8oeats......_...|.___do...___f10cemts..__| 10 cents__._.| 374 100 100 100 100 100
“Other N S do eeaaG0....| NoO - ceee-BG .| Noohange .| No . 0 100 | 100 100, 100 100
Tubes aleeea.do: .. e confeaeaadO SO, SR b T I Womts._._.] 0 100 {. 100 1000 . - W0 100
‘Tread rubbder. ... do. ... ceea..] ScOULS. .. jeoeae@0eman f. . B0 ... Soents......{ 100 100 00 100 100 100
Uss tax on trucks and bmu S...] Taxablegrom |[O0......_. 0| $1.50 pertboa- |.....Go. .. 007 100) 100 100 100 .+300
S weight, : sand pounds, | - .
¥lbor stocks taxes: o - - . D
s A Gallon. ... 10sut 1omt . 7 10 . R —
* “Tires for highway vebicles...! Pound. ... 3cents.., 2oents. ... Zoomts.__...| 100 . - 100 %
' Tread rubber.. : gg.:-\-. o | S 'i'cum . 300 3o eeen - g ]
7 Trodks kad bases. ..-o.o...| Manohctarers 2 peccent.. . SR 5T SO S S I S .
oe. - : .
Pﬁm sutomobiles. .. _____ .| ... _do.. .. ... J0 poroent.| No change......| No changs..| No change..| No change_.| o G 750 /] 0 .0
Ammmm, PR . ST 8 peroent. do. ... do.. 90 ..... do_ ... [ . 0] Te2% ] 0 R
M Bept. 30, 1072, Prasent lsw rates are effective through June m 'Vehiduvnhhnbb gross welght in exoess of 26,000 pounds.
'prardeet.x.m?'ﬂzMIm 1061, o ! Actaally, receipts equivalent o tax of 5 perosat,

mmammdmm Oﬂluor'XuAnums.Jmi.lm
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TasLE 4.—Status of highway trust fund under President’s proposals

{In millions of dollars]

HIGHWAY FINANCING

516

3528 [BRSAARI"8

Total

93288 X583 3825828
LA L o

wedefolel 1dedefcsededoded

sa,ml.-.-.....-.--.

Additional

fearmrancmeamane

cmcscscncnecn

YRIZSEBY=IER

d ol ol ol T ol b od

Present

L482 foaeea
2044
2,087

2,538

2,857

SHBERBBRERES

weddcleicleloioloted

42,808

Expenditures

Forest and

public lands sources

GFRBERARRRES

Primary,
secondary,

and urban 1

(-, I RO,
836
L2 |eeeee

LOW | cmeaeeas

% 5BLONIZCEEE

15, 146

-i%B5Eg R85HIRABEEZR

wlednd iolefedcfololelclolcled ot

™)

Apportionments

public lands | Interstate

Primary,
secondury,

snd urban ?

3 {11} e8RaRRRRRRRR || @
Bl
3338513 12834832328 | |8
- of i ol ol d o m

Interstate

#828%% [R¥B2288334

iedefod T el cdedfefododod ol

37.000

Fiscal year

1858, e aeeaaaes

1960

From before 1857 . ccueeceancnna.
1957,

W00, o aeeae

ccccsscnance

D3 s

1970...

1065, e

1967. ...

1984 . o e eeeaeees

1972._.
Through Sept. 30, 1972

wn..

1968._..

Total ueeee e

! Includes emergency relief program, a8 well as special funds totaling $502,000,000 apportioned for 1959.

Source: Office of the Secretary of the Treasury, Office of Tax Analysis, June 5, 1961,



TaBLR 6.—Highway trust fund revenues under present law and revenues added by President's proposals

{In millions of dollars}
Present law
Fiscal year ol
Salesof | Tread rubber,{Tires, 8 cen! I Passenger Parts and Truck use
trucks and | 3 cents per ‘Tubes, § cents| automobiles, tax, $1.50 per
buses, pound per pound 5 percent 5 percent thousand
5 percent pounds
Actual-— .
1987 oo 1,326 34 N 11 - JN (R U cemmemcmnanana 2% 3 1.8 .. acmon
1968, . ...... 1,608 111 13 244 v 2 MR R, b -] 18 2,044 1. .. SN
19680 ... _____. 1,887 107 14 M7 ) 1. 3 SO R u 13 2,087 .o awsna
1960. ... ... 2,044 142 15 b+ 19 0N PO, 3 -3 2,598 ... PR,
Estimated— <

1961 ..., 2,362 142 15 bl ) 1 PO S [ ] -2 2867 §oeeeeanaannn
1962 . ..., 1,804 143 15 288 16 879 131 50 2 N6 . PUPIN
1963, ... .. 1,868 146 16 241 16 w2 137 8 3 - 4 NS -
1964 ... ..... 1917 149 7 206 16 709 14 56 4 E %3 R
1965 ... 1,965 153 19 301 b L. 3 DO S, % 4 1 X3 ¢ & NSO P
1966 . ... .... 2,010 156 19 307 16 . e 61 4 b 275 3 TR
1967 . oo ieens 2,054 159 20 313 16 | eeeeeccemefaccecmacannann 63 4 2,62 | eeencaaeee -
1968 .. cueen.. 2.007 162 21 318 ) {30 S S, 65 4 2688 e -
1969 ... ... 2 142 164 2 325 18 |oeeeeeceeceeafeececcecanna- 66 4 2930 |
1970..ccnan.... 2,191 166 2 331 18 | e oo feencrecaeanan 67 4 277 §..... tememanan
197 e 2, M2 160 3 3% {3 RSOSSN I, s 4 288 | ...
1972 el 2,208 172 4 U7 b 17 PRI PR, [ Y 4 2890 |oececncannas
19731 ......... F:$ 3 28 ORI I |- 2 PSSO IR R - b -+ I E,

Total........ 31,995 2,205 286 4,559 23 2,080 412 853 70 42,908 | oeanas

See footnotes on p. 22



TABLE 5.—Highway trust fund revenues under present law and revenues added by President’s proposals—Continued

- {In milltons of dallars]
President’s proposals
Fiscal year Gasolineand | Diesal fuel, Salesof |Tread rubber, L :! Pasenger Partsand | Truck ose Net 'Total present
other motor | 4 cents per | trucksand 7o;:xc Wu,zmtlhbu,lm automoblies, | accessories, | tax, $3.50 per| additiooal snd
fuels, 1 cent galion buses, per pound | per pound § percout 5 percent thoussnd Teventes
per gallon 3 5 percent ) ) pocnds oo
: ; : 2 087
............... ——— 358
................... o a—ecese 2,857
476 b [ . 3 -5 -1 17 ~40 3178
573 b <4 & 2 -002 -137 1% 3 &
5 0 [} 2 ~700 -~14 13 - " 3 402
005 4 o 2 . 133 .83 3,48
618 44 a 2 142 1,011 3,504
631 € 72 2 147 1,038 3,087
(4] ®» 73 2 152 1,008 3,749
658 51 75 2 154 1.083 3,831
873 82 % 2 156 Lu7 3,914
6% 5 3 2 158 1,148 4,007
705 b ¥ 2 DU 58 0 2 -~ 181 3,178 4,108
801 105 32 3 110 4 . “ 1,29 1,5%
7,785 1,887 b~ ] 533 903 22 ~2,080 -412 1,625 9, 000 52,772

:%mmmmm Rate 4 cents per gallon from Oct. 1, 1059, through June 3 Excludes receipts trom svistion gasoline.
Includes recef] nmmwnwmummxw1.mmmm. .
andpdorto()ct.l.lmnnderl’nddmt program,
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urban
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s600nd-

RESERIESIEIICEER

Inter-
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ELEREEEEEEE R :

Primary,
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Apportionuments Expcnduuru'

Inter-

315

g

200

gR¥ERER2883

cledmofefcdofedciodododied

1
1,

hedore 1087, .euernnnnnen.

B e e .

vevssoscsavsrsfomuscane

cevencrepuse

o
P
;gg;.”""gun;_
1008. .

seepassransavosssrssvanrnne
sewrevensrevissncancenornnn

caponesnres

Through Bept, 80, 1072..ccveeee]ecenceac]enn.

b 7 4 S .

9,635 | 83,028 |..........

10,633 | 37,000 | 15,408 | 42,808

¥ Includes emergency relisf program as well a8 speolsl funds totaling $502,000,000 apportionsd for 1059,

Total.....cceeeeeneee....] 57,000
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TaBLE 7.—Highway trust fund revenues under -esent law and revenues added by the Federal-aid highway bill of 1961 (H.R. 6718, title I,
as passed by the Housé of Represeniatives May 4)

{In miilions of dollars]
Present law
Fiscal year Gasoline and Salesof  |Tread rubber,|Tires, 8 cenm' Pasvenger Parts and Truck ase
other motor | trucksand | 3 cents or 5 cents |Tubes9, cents| automobiles, | accessories, | tax, $1.50 per Interest Total
fucls, 3 conts buses, poun per pound per pound 5 peroent § percent thousand
per gallon ! 5 percent pounds
Actual—
1957 e 1,326 34 A 82 2% 3 Le8R {.ooaennnnn
1058, . ceceaeaee 1, 608 m 13 244 17 PO 33 18 2,044 joooo.... yoomme
1959, . eeoaaaal 1,657 107 14 247 15 [ocenee z 4 13 2,087 {cecncecanoncen
1960, ool 2,044 142 15 281 ) 12 O E U 38 -3 2,588 | ....... epeana
Estimated— .

19681 ... 2, 362 142 15 ol b () ISR SO 45 -2 2,857
1962, . ceans 1, 894 143 15 288 16 679 131 50 2 3,218
1963, el 1, 869 146 18 21 16 2 137 53 3 3,223
1964 cvcaecenn 1,917 149 17 296 16 700 14 56 4 3, 308
1985... . ceaceana 1, 065 153 19 301 16 5 4 2, 817
1966, .o eacean. 2,010 156 19 07 16 {.... L5 4 2,573
1967 cccaeee 2,054 159 20 313 ) {2 R S, 63 4 2,629
1968 .. oceuo... 2,087 162 21 318 b (. 70 S SN 85 4 2,683
1968 .. oeeeaa. 2,142 164 22 325 16 - a8 4 2,739
1970 cceaaeees 2,191 166 2 331 ) [ 7% PO S 67 4 2,797
1971 ... 2,242 169 = 339 ) [ PSRN SR 68 4 2, 861
1992, e 2,288 1R % M7 16 o0 4 2,930
19733, cceeen.-. 3 £ I DU AR, 2 1

Total........ 31,905 2,275 286 4, 589 28 2,080 412 853 0 42 8G3
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Lo t T . Revenue added by ILR. 6713
- — y
Fiscal Year Gasolins . Sales of Tread ) Truck use Total pres-
- and other Dieselfuel, | trucksand | rubbdr,2 |Tires,2cents| Tubes,lcent! Passenger Parts and tax, $1.50 Net addi- ent and
motor fuels, | 4 cents per buses, 5 " centsper per pound ] Per pound | automobiles, | accessories, | per thoussud tionsl additional
1 celx;t p?r fallon percent poutid . $ pereent $ percent poumds? | revenues revenues
galion 1 - ) N .

- - PO PR RPN - 1,482
.- . —— ol 1. —— o X 2,04
IO ISR IR R S SIS SRR MU PP 2,087
R - - ceecccecacsccscalesacaccacannan 2,536
.............. I - y [N S emaman - cm—m—en 2,857
505 19 1434 - 9 64 1 . 2 -850 -131 o 11 3,27
500 25 146 11 &7 2 ~602 -~137 8 98 3.3t9
[ 4] 20 149 12 68 2 -700 -144 88 101 3. 409
618 31 18 13 [ b 25 SN S '~ %8 3,495
(i~ 3 136 14 71 2 faaceccccccencafomaiecccmnacnn 28 1,003 3,9
4 35- 15 M 731 b3 DRI S - 1,025 3064
659 38 162 14 a3 b 2 PSR R, 102 1,048 3.7
672 38 164 " 757 b2 PO RO 163 1,068 3,807
687 40 18 nE 24 .- 104 1,000 3,887
703 41 100 » 8 2 jeeccacancaenn cecmmacmcuanne 107 L1115 347
m 43 172 18 80 2 leecnceorencnacfocnccccnccncen 108 1,140 4,070
831 50 - 04 n 110 E 25 PO N 0 1,150 L4
7,018 42 1,963 18 m} = 2,080 —412 | 1,001 9,825 52,628

- L - - 1

1 Tax recaipts less refunds. Rate < emtipern!lonm Oct.. 1, 1058, M}u‘ - ’i’nelndes receipts fm‘in tax Habilities sccrued prior to July 1, 1972, under pﬁiunt iaw,
30, 1081. Includes net reccipts from tax on aviation gasoiiiie. 1.R. 6713. '

DNIDNVNIL AVMHODIH



26. HIGHWAY, FINANCING,

The Cuamman. Mr. Secretary, as I understand it, the main changes
made in existing law proposed in the House bill are: First, the con-
tinuation of 1 cent gasoline tax which will expire on June 80. 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. SR ,

Mr. FowrLer. Yes, sir.. o

The CiamrMan. 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 poun& on tires, 9 to 10 cents on inner tubes, and 3 to 10 cents on
tread rubber, such increases to become effective on July 1.

Then there is an increase on the highway vehicles use tax

Mr, FowLer. Yes, sir,

The Cnamman. 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 weith.

What is the amount of new money that will come into the Treasury
by reason of these changes?

Mr. Fowrer. The House bill{

The Cuamrman, In the House bill, including the continuation of
the 1 cent gasoline tax1

Mr. Fowrer. 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 Added
by the Federal Aid Highway Bill of 1061.” 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 8 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, $580 million. The
total at the bottom, by reason of maintaining this 4-cent tax on .
line, would be additional revenues to the trust fund of $7,916 million.

Senator Kerr. That is the 1 penny.

Mr. FowLer, That is what the 1 penny is worth, Senator.

The CuammAN. Let us put that on a yearly basis, the total new
money that comes in each year.

Mr. FowrLer. It changes as each year is added, Mr. Chairman. But
t,h%]ﬁrst year 1962, that amounts to about half a billion dollars, $505
million. :

The CaarRMAN. What I wanted to get is all the increases are made
by the House hill save for the next fiscal year.

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 char%ed, there would be $19 million that would be conserved.
The sales of buses and trucks, the § percent excise tax, which would
now be transferred into the ilghway 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 f‘:rst, the tires, $64 million ; tubes, $2 million.

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

Mr. FowLer, Yes, sir. i

Senator Xerr. Tho $9 million, $64 million, and the $2 million are
new in that they are increases in the current rates{

Mr, Fowrer, That is the amount of the increase of 2 cents a pound
in cusbt;:f 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 Ciairman, That is the return of the transfer?

Mr, Fowrer. 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 éil..')O per thousand pounds would be $79 million, and the total,
the total present and additional revenue, i $3,227 million.

The Cuamrman, What is the total of the additional revenue from
the new taxes, elimiuatin% the return of the transfers?

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

The CuammaN, Noj the $3,227 million is the total. T 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
mtax.

. Segnator Gore. May I ask a question, Mr. Chairman, for clarifica-
tion

The CHAIRMAN. Yes,

Senator Gore. Are you inquiring of the totals of newly levied taxes,
or the newly dedicated revenuef

Senator Kerr. He asked the question involving both.

The Cuamrman. I want to know how much additional taxes, in-
cluding the extension of the 1-cent gasoline tax, are included in the
House bill.

Senator ANpErsoN. It is $11 million, is it not ?

Senator Kerr. For the year, the fiscal year.

The Cramryaxn. Itisnot added up in the total.

Senator Bennerr. 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. A

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

Mr. Fowrer. Yes,sir.

%gnator AxpersoN. And you put the comparable figure down $3,227
million.

Mr. Fowrer. Yes,sir.

Senator ANpersoN. So it is $11 million.

The Cuamman. The total of new taxes is $689 million for 1 year,
the staff tells me.

70680—61—-—38



28 HIGHWAY FINANCING

‘Mr. FowLer, I am getting a total. If you will wait 1 second, I
shall verify it, at least from my estimate,

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

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

Senator Bennerr. And are you calling the 1-cent tax on diesel fuels
anew tax e

The CriairMaN. Yes. Thestaff hasadded it up to $678 million.

Senator ANbersoN. You ought to ask them where they got, it.

The Cnammaxn, It is all clear. All you have to do is add it up.
Nine hundred and five million dollars for gasoline.

Mr, Fowrer. I have a total of $810 million, Mr. Chairman.

The Cuamman. Here it is if somebody will take it down, It is
$505 million for gasoline, new tax, $19 million for the 4 cent increase
in diesel tax, including——

Mr, Fowrer. I beg your pardon.

The Ciramrman. Do you have a table which shows how much new
tax is based on the users of trucks?

Mr, Fowrer. Senator, I was using the wrong table. If you will
forgive me, I was using table 5.

Senator Kenn, It is discornible on table 7, Senator.

M. Fowrer. Yes, sir, it can be extracted from table 7.

Senator Gore. I would like to add my figure to the lot—$678
million.

Senntor AnpersoN. That is what the staff says,

Mr. FowLer, $678 million is my total.

Senator Gore. Then you and T agree.

The Ciramrman. 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 the years, so the new taxes extending
through the years to 1973 will amount. to how much ¢

Mr. Fowrer. Under the House bill, $9,825 million.

The Cramman, That is new taxes placed upon it by this bill?

Mr. Fowrer. No, Senator, in order to take this $678 million figure
and give you that for the total period, T would have to make another
calculation.

The Cratraran. All of these taxes in revenue increase as the years
goon; do they not.?

Mr. Fowrer, Yes, sir.

Senator Gore. Well, then, Mr, Chairman, there is another matter
fo take into consideration. In the coming fiscal yenr, there will not
be a total 12-month collection, as I understand it.

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

Senator Kerr. It cannot be.

Senator ANperson. Why not.?

Mv. Chairman, T think it would be useful, since we got. into this
question of “diversion” and “transfer” and so forth, if, at some point,
you would give us the total amount of these various taxes am{) how
much 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 usthis statement.
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The Cuairman, 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, FowrLer. 1t is $10,514 million,

The CuiatrMan. That is for the 12 years?

Mr. FowLer. That is for the 12 years, o

Senator ANpersON. Would you not only take $2 billion and $80
million and $412 million and add them to the $9,825 million {

Mr. FowrLer. I just followed another 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 $1,001 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 Crairaan. Now, what is the percent of increase, of the total
taxes that will be imposed throughout the 12 years? ’

Senator ANpersoN. It is roughly 25 percent; is it not, Mr. Fowler?

Mr. Fowrer. Just about, as a percent of total revenues for that

eriod.
P The CirairMaN. In other words, this House bill would increase the
tax for the users of the ronds, nccording to this provision, 25 percent,
ousay !
y Mr. Fowrer. 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;
the buildup of the relationship of the original 1955 costs, the 1958
costs, and the 1961 Interstate System cost estimates,

There is another element that enters in, in that this program 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 1968,

The Cirairyan. 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 amendment,

Mr. Fowrer, Thank you,sir. That isa part of our proposal.

The Cuatryan, Thope that you will always adhere to that, because
we had very disastrous results when the pay-ns-you-go was suspended
in 1958. a8 you know,

Mr. Fowrir. Yes,sir.

The CHairMaN. Senator Kerr?

Senator Kerr. No questions,

The Crramryan. Senator Bennett ¢

Senator Bennerr. This is moving pretty fast, and these figures are
floating around here and are haid 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 ubout $10,500 million ¢

'Mr. Fowrer. In new taxes, as Senator Byrd hasstated.
Senator BexNerr. In new taxes and by continuing old ones, this
will produce total revenue of 52,628 million, and then I turn back to
age 8 of your statement, in whicl: you are discussing the fact that. the
Touse counts on revenues of $2.3 gil]ion from sources “which we be-
lieve are either objectionable or overestimated and it fails to allow
about $400 million of proper trust fund expenses.”
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Now, if we adoFt this bill, are we going to be faced with another
problem because of these appraisals of the bill ¥

Mr. FowLer. Well, that 18 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 Bennerr. Isthis figure of $2.7 million——

Mr. FowLer. Billion.

‘Senator BENNETT. It says million in your testimony. That is what
stopped me., Isit billiont

r. FowLer, It is billion, yes.

Senator BennerT. Is that in relation to the $52 billion, the total
revenue for the period ¢

Mr. Fowrer. 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 § 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 suggestion:{
which we think are logical in terms of the financing setup, you woul
need an additional $2.7 billion.

Senator BENNETT. 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
progrum ag it operates now

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

at.

Senator BENNETT. 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 BENNETT. T am happy to be straightened out on that.

That is all, Mr. Chairman.

The CrammaN, Senator Andersonf )

Senator AnNpErsoN. 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.

T think Senator Bennett’s point is all right; if it goes to another
highway program, it is still highway use. If it poes into the General
Treasury, there might be something else. I would like to see that.

Mr. Fowrer. We shall prepare something for you, Senator.

(The following table was later received for the record :)



Fiscal year_ 1962 receipts from Federal tazes associated with highway use and allocation

between general fund and A

highway ezpenditures of Federal Government paid from general fund and from trust fund

tghway trust fund;t and

{In millions of dollars]
Presant lsw President’s program H.R. 67133
Total | Peroent | General | Trust Total | Percent | General | Trust Total | Percent | General
receipts jofreceipts] fund fund re:einga of receip! fund fund receipts (of receipts] fund fund
an trans- | receipts | revennes trans- | recei revenunes and trans- | receipts { revenues
expendi- { ferred a0 and expeadi- | ferred a expendi- | forred an and
tures to trust | expendi- | expendi- | tures to trust | expendi- | expendi- | tures to trust | expendi- | expendi
fund tures tures fand tures fund turcs tures
100.0 § ... $1,820 $2,325 9.7 20 $2, 206 $2, 325
100.0 | ... 74 151 100.0 {.o...o_._. 151 L<d
50.0 3143 143 286 5.0 1493 143 22
100.0 Joceueeeo .. 36 350 1000 | . ... 350 350
100.0 jo .. 16 18 100.0 Jooeeen oo iR 18
100.0 {oceue.o. .. 15 49 100.0 .o ... 49 %
100.0 50 167 100.0 | 167 129
50.0 679 (] 1,358 | manna. 1,358 |oceunn.. - 1,358
625 79 131 20 {oeo oo a1+ I8 DO
......... 901 3,214 4,914 | ... 1,740 3,174 4,798
2,139 2,139 2,139
) 30 SO ISR 913 913
b~ 38 R SO k<3 E<R
L3} O S 4 4
-2 PO - k- 3% PO 33
L < I OO [ < PO 43
17 e 17 ecaaes 17
)3 R 18 §ieannas 18
Total. caveaan 3141 | ... — 150 2, 322 | .. 118 3,080 3202 | 150 3,082

-mmaomammwmmtammmmmmummm 3 New authorizations in 1962 for

‘way trust fund revenues was paid by other than highway users.
3 As passed by the House of Representatives May 4, 1961.
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aecmthryiandmbmsymtomammmwmehmmn&lym

the primary,
snnmlpro:

DNIONYNIZ AVAMHDIH

I¢



32 HIGHWAY FINANCING

Senator AnNpercoN. 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. Fowrer. In the — oh, you want——

Senator ANpersoN. New taxes in the President’s program.

Mr. Fowrer. I have a figure now of the new tuxes only in the House
bill, which is $10,614 million. I can give you the other total in just
a mmute,

Senator Gore. That is over the life of the trust fund.

Mr. Fowrer., That is over the life of the trust fund.

Senator AnpercoN. Would you add together $7,755 million, plus
$1,5687 million ¢

Mr. Fowrer. That is right.

Senator ANpersoN. Plus $32 and $633 7

Mr. Fowrer. No, that is an existing tax, which is simply being
transferred, the $32. You would add the $533, the next figure; the
$003, the $26, and then $1,625 million.

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

Senator (Rore. 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 retinue of assistants. We can regard Sec-
retary Fowler as being a self-reliant man.

Mr. Fowrer. 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 ANpersoN. Do you get something like $12,423 million?

Mr. Fowrer. T get $12,429 million as the additional taxes.

Senator AnbpenrsoN. Oh, 32 comes off and goes to the other;
$12,429 million.

Mr. Fowrer. 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 AnpersoN. So he has asked for more than 25 percent in
new taxes? .

Mr, FowrLer. Yes, sir,

The Ciarraman. More than 25 percent ?

Senator Kerr. That is what the President asks for, not what the
House bill provides. :

Mr. FowrLer. No, it is slightly less than 25 percent of total revenues.

Senator AnpersoN. T am glad to hear that, because my arithmetic
tells me that $12 billion is more than 25 percent of $42 billion.

Senator BENNETT. That includes the new taxes.

Senator AnpersoN. We were talking about what the addition was
to the present tax burden. It is more than 25 percent, is it not?

Mr. Fowrer. Ibeg your pardon,you are quite right.

Senator Bennerr. Mr. Chairman, T 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 vear, if we adopt the House provision and finish
the program by 1973, and we are now expected to draw $150 million
in 1962.

Do you have any figures to show the total amount

Mr. Fowrer. 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 BEnNETT. Isthis the only amount?

Mr. Fowrer. That is the only amount of new transfers into the
highway trust fund.

Senator BinNerT. And if that is transferred, then there need be
no direct draft on the general revenue?

Mr. Fowrer. That s right.

Now, there are certain other features that I have indicated. For
example, we think the aviation gasoline tax ought to move out, but
we assume you—-—

Senator Ben~nerr. T have that understanding.

Mr. Chairman, for the benefit of iny friend from Tennessee, it might
bo 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. Fowrer. T have two fellows that I see here,

Senator BENNETT. Good.

Senator Gore. I was not attempting to be uncomplimentary. I was
trying to compliment you,

Mr. Fowwrer, Thank you.

Senator BEnnrrT. I am delighted with the Secretary’s particular
performance, but T am glad he has some experts backing him up.

Senator Gore. Have you finished, Senator Anderson {

Senator ANDERsSON. Yes, I just tried to make a quick calculation,
Mr. Fowler, and T 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
18 a very satisfactory amount, I would think.

Mr. Fowrer. Yes, I wastrying to think

Senator Gore. Mr. Secretary, this figure Senator Anderson uses is
the amount going into the trust fund. It is not correct, according to
my arithmetic, to say that the President has proposed a 25- or 29-
percent increase in highwey 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 the trust fund, then it is a correct statement,

Mr. FowrLer. Yes,sir,

Senator Gore. Approximately correct.

Mr. FowLer. Yes, sir.

Senator AnpersoN. And will the Senator yield at that point$

Senator Gore. Surely.

Senator ANpErsoN. Did 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 Axperson. Is the same thing true of diesel, $1,507 million?

Mr. FowrLer. Yes,sir.
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Senator AnpersoN. Tread rubber, the addition of that is a new tax?

Mr. FowrLer. That isan entirely new tax.

Senator ANDERsON. And the tires?

Mr. Fowrer. That is an entirely new tax.

Senator Axperson. And the passenger automobile is a deduction,
so we did not pay any attention to that. And the truck use tax.

Mr. FowLEer. Itisnow $1.50.

Senator ANpersoN. But it is more; you have increased it to $5. So
actually, this is a $12 billion

Mr. Fowrer. Yes, sir.

Senator Gore. 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. Fowrer. $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 Ee 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 CuamrMaNn. Mr. Secretary, you understand what all the in-
quiries are, do you ?

Mr. FowrLer. Yes,sir.

The CHarMAN. There have been quite a number of them.

Mr. Fowrer. It would be quite a table.

The CHATIRMAN. As a single operator, we want you to be able to get
all the inquiries down.

Senator Gore. 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 bilY. .

he Cmarrman. I think that is very important, and I hope the
Secretary will egree 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 :)
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Total receipts, highway trust fund, under present law, changes under President’s
program allocated between taz rate and other factors, and total receipts under

President’s program

{In millions of dollars)

Increase in receipts
fro

Decrease {n receipts
fro

m— m—
Total Total
receipts receipts
present Extension | Repeal of | Transfer of |President’s
law Increased |to Bept.30,| transfers aviation proposal
tax rates 1972 (at of general gasoline
exi-ting | fund taxes | to general
law rates) fund
Gawline. . .ooooveennnnn —————— 30, 545 7,617 P2’ I PO, —161 38, 300
Dieselfuel. coooeoianaannea. 1, 450 1,571 18 |, 3,037
Trucks, buses, ete. aooo..... 2,206 k72 PSRN SR SR, 2,307
Ires. e iiicenanan 4, 689 831 (' IO R 5,492
Inner tubes.ccoeivenracanaans 243 22 [ 3% FORIRIN SRR 260
Tread rubber. . _.............. 286 XX ISR SRR SISO 819
Use tax on certain vehicles.... 853 1,625 oo e e 2,478
Rubtotal. .. ... ........ 40,241 12,231 39 |- —161 62, 702
Passenger automobiles........ 2,080 |eeeeemniii]eeiaaianaan =2,080 [ccmaamaaeeiaaaiaaae
Parts and accessories.......... 412 | —412 et
Total tux receipts....... 42,733 12,231 391 2,492 ~161 62,702
Interest. .. oooooecoiaiaaa.s Y (1]} PSRN HPURINURPRIN HPOUIIN NN 70
Total receipts 42, 803 12,231 391 ~2,492 —161 52,772

Bource: Office of the Secretary of the Treasury, Office of Tax Analysis, June 7, 1961,

Total receipts, highway trust fund, under present law, changes uinder H.R, 6713*
allocated between tar rate and other factors, and total receipts under H.R.

6718

[In millions of doliurs;)

Increase in receipts from—

Increased
tax
¥ rates

Extension
to 8ept. 30,
1972 (at
existine
law rates)

Transfer
of truck
tax

Decrease
in receipts
fromrepeal
of transfers
of general
fund taxes

Total
receipts
H.R. 6713

Parts and accessories..

Totul tax receipts....._.
) §1373 £3Y SO,

Total receiptS.oeeooon

42,803

1 As passed by the House of Representatives, May 4, 1961,
3 Incﬁxdlng $3588 million from assumed change in law and enforoement.

Sonrce: Olfice of the Secretary of the Treasury, Office of Tax Analysis, June 7, 1961,
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Total receipts, highway trust fund, President’s program, revigsions under H.R.
6713 from changes in taz rate and other factors, and total receipts under H.R.

67181
[In millions of dollars]

Revisions under H.R. 6713
Total Total
receipts Transfer of | Retention receipts
President’s| Change in | general | of aviation { Netchange| H.R. 6713
program tax rates | fund taxes | gasoline | inreceipts
revenucs
Qasoline. ..., .ooioeie.. 38,300 |- oo 4-161 4161 38, 461
Dieselfuel ... ... ..... 3,037 —1,167 | —1, 167 1,870
Trucks, buses, ete. ... ... 2,307 {u e L7 e +1, 7 4,078
Tires. ... [ 072 RS NI AR PN 5492
Innertubes. ... ... P2 TR IO IO I Pt
Treadrubber_. ... ... __. 819 P ¥ 130 DO IO —375 444
Use tax on certain vehicles.. .. 2,478 PR3 | —534 1,044
Total tax receipts....... 52,702 —2,076 41,771 +161 —144 52, 558
Interest. ..o .o {28 R SO PN N 70
Total receipts._......... 52,772 —2,078 +1, 1M 4161 ~144 52,628

1 As passed by the House of Representatives May 4, 1961,
1 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 Cuarmyan. Are there any other questions?

Senator Gore. Well, yes, sir.

I notice in your statement, Mr. Secretary, that you accept the cost
allocation study of the Department of Commerce with respect to the
allocation of proportionate tax burden as between different categories
of highway users.

Mr. Fowrer. Yes,sir.

Senator Gore. But you reject the same study as to dedication of
the revenue from highway user taxes.

Mr. Fowrer. We reject the interpretation of that, sir, that it would
call for any additional transfers, for the reasois 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, T was not. asking you for the reason: I was
asking vou for the fact.

Mr. FowrLer. 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 grasp of this problem.

Mr. Fowrer. Thank you, Senator.

The Camryan. Senator Hartke?

Senator Hartre. Mr. Fowler, T am glad to see you.

Under the present setup, either with the Hecuse 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. Fowrer. Yes,sir.

Senator HArTkE. 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. FowrLer. 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 HarTke. 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
19803 is that right ?

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

Senator Harrke. About 5 years, which would make it about 1977.

Mr. Fowrer. 1977 or 1978.

Senator Harrke. 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 hi ghway
program would still be completed in 1972 as far as construction is con-
cerned, but the payment of the present taxes which have been imposed,
without the addition of the President’s requirement or the present
House bill, would than be extended to about 1980; is that right?

Mr. Fowrgr. That is right.

Senator ITarrke. That is all; thank you.

The Cramryan. Any further questions?

(No response.) :

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

I should like primarily 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 IT 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 billhoard 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 President
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. The administration has carefully considered the alter-
native solutions proFosed by the House of Representatives and we
believe that they fall short of the objectives considered essential and
desirable by the President.

Federal {egislation 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 this 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
reinforce 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 hillion 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
ga]lon. Thus, fuel tax revenues to the trust fund are scheduled to

ecline 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 op{Josed by the present administration.

Under present law, the revenue lost to the trust fund by the reduced
motor fueﬁ 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
resent situation and their action as proposed in H.R. 6713 has gone
ar to correct the serious defects of existing law. Their proposed

continuance of the 4 cents ger gallon tax on gasoline, the limited in-
creases in charges against heavier trucks, ang the restoration of the
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automotive excises to the general fund provide a sound and realistic
approach. The provisions of H.R. 6713, have, therefore, partially
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
program and without any charge on general revenues. H.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
the 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-
tion 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 fundamental user-financed principle underlying
the 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 the general revenues to the high-
way trust fund by dedication of the remaining manufacturers’ excise
tax on trucks, buses, and trailers. The committee, in reporting its
recommendations on ILR. 6713, stated that it “was impressed with
the non-highway-user benefits which will be derived from the high-
way program.”

The reasoning of the committee was evidently influenced by the cost
allocation study made in the Department of Commerce during the
previous administration which contains a finding that 8 percent of the
cost. for Federal-aid highways should be assigned to revenue sources
other than those derived from highway users.

President Kennedy has stated that the 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 relinnce on user taxes to finance
the Federal share of highway costs.  Three main approaches to meas-
uring nonuser benefits are described in the report. ISach of them,
in our opinion, fails to make a case for diverting general fund reve-
nues to the highway trust fund.

It should also he pointed out that even if nonuser henefits could be
measured satisfactorily, it does not follow that Federal general fund
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-
mutely $139 million annually to highway construction in public 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 portion 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 that be satisfactory, Mr. Chairman, if I place this in the
record ?

The Crairyan. Without objection, it is so ordered.

(The document. referred to follows:)

HiciwAY CoST ALLOCATION STUDY A8 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, () that
these nonuser beneficiaries should pay a fair share of highway costs but are not
presently doing so, and (¢) that the best way to obtain an appropriate contribu-
tion from nonusers i« to charge the general fund of the Treasnry—thus, the non-
user is equivalent to the general! Federal taxpayer.

Part I1I 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 responge 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:

[Amount in millions)

Federal-aid highway system

Item Total
Interstute | Primury | S8econdury

Amount Percent

Not chirgeable to motor-vehicle users:

1. Direct costs... ... .. ... $47 $13 $8 21

2. General allocation to nonusers. ..... 71 35 80 186 5.9

TotW nonusers. ... ..o ... 118 48 85 252 80

Chargeable to motor-vehicle users......... 2,082 509 217 2,808 2.0
Total anmnual cost.o ..o 2, 200 647 303 3,150 100.

In spite of the qualifications cited in the report, some persons have concluded
that the report supports a charge of 8 percent to the general fund of the Treasury
to support the Federal-aid bhighway program.

As the President =aid in his highway message, “The basis of this part of the
study is open to serious challenge ; but even aside from that, it must be remem-
bered that—

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

(b) The proposed diversion of more than $800 million cannot possibly be
justitied by the &-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 i8 not charged with some £140 million worth of other road programs henefiting
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 i8 no justification for unbalancing the budget by the scheduled
diversion of more than $800 million from the generzl fund to the highway trust
fund—"

These issues are discussed in more detail below:

DIRECT COSTS (866 MILLION; 2.1 PERCENT)

Among the costs found “chargeable to vther revenue sources” are those which
the highway cost allocation study calls “direct cost items”: (@) special bridge
loading and overhead clearances which are attributed entirely to military require-
ments, (b) navigational clearauce requirements, primarily high bridges or
opening bridges to permit stips to pass under highways on navigable waters,
(¢) reloeation of public utilicy lines from highway rights-of-way, and (d) trust
fund apportionments to Puerto Rico which makes no contribution to the highway
trust fund.

Military loading and clearance.—These military design components will benefit
directly and substantially the special permit carriers on the Iuterstate System
and with further technological advancements in the motor carrier industry will
be of benetit 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 declared 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 hy
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 development, implies
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 fand now receives $G0 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-
gelf prove that there should be a proportional tax contribution from nonuser
or general revenue sources.”

Relative use sludy.—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 adfoining land. Neighbor-
hood and access services are defined as individual portions of vehicular trips
(neighborhood service is8 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 study.—This study i8 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 valld premise historically when the
users of the adjoining property were the main users of the road, it hardly seems
valld in the present motor age when practically all roads, streets, and highwaya
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 76 percent of the Nation's roads and streets are not on
the Federal-aid systemn and since nonuser contributions in the forms of general
property taxes are proportionately heavier in this areg.

Finally, the following observations are pertinent :

1. Local nature of nonuser benefits.—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 highways.—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 declding whether to
rmake 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-
Iution 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,

CONCLUBIONB

Conclusions are (a) that nonuser beneflts 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, (¢) 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” progrum;

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

(¢) They would not add to the anticipated budget deficit by trans-
ferring 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 0—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 proposed 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. BeLr. Recreation and other purposes; yes.

I hope the committee will act favorably on these proposals.

The Crairyan. Senator Anderson.

Senator ANpersoN. The Housn in i*s bill collects $7,916 million for
gasoline taxes. The President’s proposal would gather only $7,755
million. He thinks it i3 better to take the figure he has recommended
instead of the House figure. The House figure is a little larger.

Mr. BeLr. On the gasoline tax, sir?

Senator AnpersoN. 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. Bern. 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 ANDERsSON. Oh, that is a 3-month extension on that.

Mr. BeLn. 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. BeLL. Yes, sir; the President’s recommendation was for a
larger amount of tax per gallon of diesel fuel.
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Mr. AnpersoN. And the President still feels that is a proper tax
to put onit?

{r. BeLL. Yes,sir; he does.

Senator AnpersoN. Have you made an analysis of the differences
between what the President proposed and what the House proposed
on each of the items?

Mr. Bern. Yes, sir, we have. You mean an analysis in terms of
the—

Senator ANpersoN. Dollars and other means?

Mr. BeLL, Yes,sir.

Senator ANprrsoN. Could we have that sometime? You refer to
them as you go along.

Mr. Bewn, I wouﬁl be very glad to put that into the record.

(This information is included in a table by the Treasury Depart-
ment which appearson p. 31.)

Senator AnpersoN. The difference between the President’s program
and the House program.

(Hands copy to Senator Anderson.)

Senator ANpersoN. T have no other questions, Mr. Chairman.

The Crairaran. Senator Hartke.

Senator Harrke. Mr. Bell, let me ask you, are all highway user
funds now going into the trust fund?

Mr. BerL. 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 Harrke. Isthat your definition?

Mr. Bern. 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 ¢

Mr. Bern. That isright, 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. Bern. Well, thisis a matter, as T 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 T was not here at the
time—— ‘

Senator HarTke. I wasnot either.

Mr, Bern. 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 that 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, ‘ B ‘ N ' “

Senator HarTKE. 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. Beun. Exactly.

Senator Harrke. 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. Bern. I do not believe that the converse follows as simply as
that or as exactly.

Senator Hartke. Well, I will say this, T 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. BELt. Yes,sir; thatisright.

Senator HarTkKE. 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; you 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 Hartxe. I was not making a point of how it shcnld 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
gettled 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 AnpErsoN. 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, therefcre, 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. :

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

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

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

Senator ANpersoN. 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. Bern. 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 gcneral
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 programe authorized in 1962 lo be financed from budget

reoeipis
Program Amount

1. Federal-Ald Highway Act of 1960 (authorizations) :

Forest MghWaYS e ———— £33, 000, 000

Forest development roads and trails. - _______ 35, 000, 000

Park roads and trafls. oo e e 18, 000, 000

PArKW A Y8 e e 16, 000, 000

Indian reservation roads and bridges. .o 12, 000, 000

Publiclands hMighWaYS.. oo e e e e 3, 500, 000
2. Defense access FOBAB.. e oo me e m e ————— 17, 250, 000
3. Construction, National Park Service ..o 3, 458, 000
4. Construction, Bureau of Land Management. . oo 575, 000

Tota] . o e e 138, 783, 000

NoTeE.—These are identifiable programs authorized annually for road construction in
gubltc domain areas and to meet deferse access needs. Other individual projects are
nanced out of general revenues from time to time for other special purposes. These items
have ll)elen ‘excluded because of their one-time nature which would distort the average
annual level.

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

Mi. BeLn. $22 million, I believe.

Senator ANpersoN. So the other amounts of highway funds being
provided from the Treasury is far greater than the aviation fund?

Mr. BeLL. Yes,sir, you are quite right.

The CHarMAN. 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. Allexn, Assistant Commis-
sioner in Charge of Office :f Administration.

STATEMERT OF FRANK L. BARTON, DEPUTY UNDER SECRETARY
FOR TRANSPORTATION, DEPARTMENT OF COMMERCE; ACCOM-
PANIED BY F. C. TURNER, DEPUTY COMMISSIONER, AND J. 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-
rets of Under Secretary Dan Martin who is unable to be here today.
Te is necessarily out of the country and he asked me to say that to

you. : A .
Mr. Chairman, I am privileged to represent the Department of
Commerce at these hearings on highway financial matters, particu-
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larly H.R. 8713. ‘ 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
piesaint law into the highway trust fund, to the detriment-af the finan-
cial cindition 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. : C :

The administration, under the leadership of the President, has

advanced a systematic program to meet both the urgent situation
with respect to the lapse og revenues, and the basic long-range con-
dition of the highway program. This program was set forth in a
messags from the President on February 28, 1961, and from this
message the administration’s highway bill was derived. .
' The President’s highway policy 1s 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 shari:iz of cost responsibility among the dif-
ferent classes of highway uuers. This program was based on factors
developed from a comprehensive study directed by the Congréss 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 bonuser, and some provisions
to assist persons displaced from their homes by highway projects.

The Department of Commerce urges the committes 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 program, it is extremely im-
portant to this administration’s objective of promoting the develop-
ment of a strong economic base on which other sconomic programs,
both private and public, can be advanced. The 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 ig accomplished by auto-
mobiles, trucks, and buses: . The highways over which these vehicles
can be-operated..to move,people and goods at today’s daily: traffic
volumes of about 2 billion vehicle, miles must keep, pace with' the
démands being made upon them at the present time and which will
be made in future yedrs. To do vtherwisé would affect adversely
many other facets of our national life and economy., .

The Department of Commerce and the Bureau of Public Roads
take pride in the fict that the highwiy program is progressing at
the peak rate permilted by the reveénues available to the highway
trust fund. We know that the highway program could and would
go faster if revenues permitted. =~ =~ L
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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 1964,
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 finnncing under present legislation and revenues. R

‘While this iz a substantial program, the present rate of advance
will not permit the Interstate System to be’'compléted 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 has 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 funds for the fiscal
years 19683, 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 present estimates. - o coon s e

To provide ths needed additional revenues involved, the President
recommended  certain proposals for financing the highway program
in his message to Congress.” Here he proposed neéw tax schedules
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 higliways and public lands highways out
of the highway trust fund. The estimated. total revenues under:the
President’s’ proposals ‘would meet financing requirements ‘for ‘the
$37 billion interstate program and: for the A-B+C and other road
PPOGERIS, = » -+ ¢ el Bl o i e st

H.R. 6713 differs in some material respects from the President’s
program, even though it provides for appréximately the same amount
of income to the trust fund. The bill do& fot provide any differential
on diesel fuel, in spite of the fact that all studies show that diesel-
poweted trucks pay far less in highway taxes: mileage considered. than
comparable gasoline-powered trueks: .. H:R. 6713 raises the vehicle use
tax on'trucks ‘overi26,000 pounds:gross weight from $1.50 to $3 per
thousand, wlieress: the: President/ihas ‘recommended ‘in 'increase:to
$5 per thousand. The bill further would incréase the:tax. on'tread
rubber to 5 cents :per pound rather than to'10’ cents’4s recomtiended
in the Presiderit’s messtige. ' Because of:these differences, H.R. 6713
would cduse an initial reveniie deficiency. of #bout' $150' million: an-
nually tothe Federal Treasury.: - - - . Pt T
“. 'The deficiency would be made up by transferring from'the genersl
fund to the highway trust fund: the revenues from 5 percentage points

P RN LA L . -

st
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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
exlpensa of revenues now going into the general fund. We cannot
allow the highway program to affect the Government’s fiscal solvency,

But in a? ition 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.

other 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 wag. .

.Another o }'ect,iona le feature of H.R. 6713 1s that it would retain
the revenues from the aviation gas tax in the trust fund. We advo-
cite that these revenues should go to the general fund, since the trust
fund was set up strictly for the benefit of highway usezs. : ‘

The tax rates proposed b‘y the President are supported by the find-

ings of the highway cost allocation study recently ublisheg 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-
ican-Asgociation of State Highwa -Officials in Illinois, and this new
information supgorts the published findings. M. Turner. can supply
additional details on this information. You will recall that the high-
way cost allocation study was provided in section 210 of the Federal
Aid Highway Act of 1956, and we believe that it was the intent of the
Congress that the findings of this study be considered in formulating
& hi%hway financial policy. . :
. All 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 its impact on this impor-
tant and. growing sector of our transportation economy. . .

. In the decade of the 1950’  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 & major element in the need. for.the acceleration of the interstate
highway program. No other.segment of our economy will obtain
greater benefits from this program than trucking.” . K

Highway costs are & le%i;x,mate part of the.cost 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.caryier cost structure.
Increases in highway costs will'be met by the industry in the same
manneras other cost increases: through greater efficiency or advances
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in rates. Better hi%}‘mays, of course, are a major factor in increasing
trucking industry efficiency. o

We estimate that the President’s hig]}(:way 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. )

Tt 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
‘4he 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-
giderably 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 IT motor carriers ragulated 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 mator 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
su};port investmnent in highways. ) ' )

n 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, that 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 tgxe 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 this capacity idle,
even while our highway needs are increasing,

The Crairaan. Senator Hartke.

Senator HARTKE. Frank, I am glad to see you.

Let me ask you, is it possible, in your opinion, with the present
capacity of the States, to accelerate the program beyond the date—
prior to the date of 1972 if the financing were available? Are you in
& position to answer that ? ,

r, Bakron. Mr. Turner tells me it is reasonable, Senator Hartke.

Senator Harrke. It is possible? '

Mr. Barton. Yes, sir.

Senator Harrre. 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 years, Senator Hartke. The
States would have trouble matching on this basis. :

Senator Hartke. That would be 1970. ‘ A

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 the chairman’s name,
the Byrd amendment, were removed ?

Mr. Barron. 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 lLe
saved if the highway program were completed ; is that right?

Mr. BarToN. Approximately, yes, sir,

Senator Hartke. And that it would alleviate about 150,000 per-
sonal ngum,es a year, is that right ?. .

Mr. BarToN. Yes, sir.

Senator HarTkE. And that it would eliminate about $2,100 million

economic and prﬂ‘)erf:y loss if the highway program were completed ¢
Mr. Barron. That is my recollection. , o - :
(The following was later received for the record )

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 Presfdent’s program or for H.R. 6713 both ot

PROGRAM FOR COMPLETION OF THE INTERSTATE SysTEM 1IN 1070
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which involve completion by S8eptember 80, 1972. Under the accelerated program
the full 37 billion of Interstate expenditures would be paid from the highway
trust fund by June 80, 1970, versus only $29.8 billion under either the President’s
program 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 dollars]
President’s Increase required to
proposal oomplete in 1970
Fiscal year (and H.R. {Completion
6713), in 1970
ocompletion Annusal jCumulative
in'1972

208 208

675 675

1, 501 1, 501

1,861 1, 881
1, 901 I ) N T A,
2,139 2,205 68 66
2,32 2,116 390 456
2,451 3,255 804 1, 260
2,552 3,578 1,021 2,281
2,845 3,714 | 1,000 3,850
2,739 3,776 1,037 4, 387
2,838 3,801 003 8, 350
3, 856 8, 905 1,080 |- 8, 389
2,901 3, 909 1,008 7,397
2902 |oeeeneiannen -2 992 4,405
3,104 ... -3, 104 1,801
1,801 Joecaaans L % 1) B I,
Total. . i iecimiaciccaciaean 387,000 87,000 |ocemecmaanc)onaaaaas

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 value alone to see whether 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 taliin about ? SRR

Mr. Barton. Yes, sir. '

Senator Hartke. Thank you. -

The CHarmMaN. 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. Turner. If you please, Mr. Chairman.

(The statement referred to follows:)
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U. S. DEPARTMENT OF COMMERCE
Bureau of Public Roads
Wasuington 25, D. C.

STATEMENT OF REX M, WHITTON, FEDERAL HIGHWAY ADMINISTRATOR,
BUREAU OF PUBLIQ ROADS, U. 3. DEPARTMENT OF COMMZRCE,
BEFORE THE SENATE FINAKCE COMMITTEE,

JUNE 1961

Mr. Chairman and Members of the Committee:

I appreciate this opportunity to appear before you. With your
permission, I would like to read a statement on financing aspects of
the FPederal ~aid highway progranm.

Let me say at the outset that the program is progressing at the
peak rate permitted by the revenues available to the Highvay Trust Fund.
The program could and would go faster if reveﬁues permjitted. Revenues
accruing to the Fund since July 1, 1956, have totaled $10.475 billion,
and expenditures have totaled $10.230 billion. On May 1, 1961, the
working balance in the Higivay Trust Fund was $245 million, roughly

equivalent to b-weeks operations.

Program Under Existing Legislation

v

As shown in Figure 1, Interstate funds totaling $25.440 dbillion
have been authorized to be apportioned. Under the pay-as-yoi-go pro-
visions of Section 209(g) of the Highway Revenue Act of 1956, an
Irterstate apportionment of $2.0 billion caa be made this swmer, for
the fiscel year 1963, but the Interstute upportionment for 1964, to bé

made next year, will need be reduced to sbout $1.5 billion. Subsequent
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fiscal year spportionments vould range from $1.5 billion upward, with a
balancing spportiomsent of $1.625 billion for the fiscal year 1970. These
are the maximwm apportionments that can be made for the Interstate program
vith pay-ag-you-go financing under present legislation and revenues.

As is also shown in Figure 1, the revenues expected to sccrue to
the Highway Trust Fund under existing legislation are adequate to cover
disbursements equaling the $25.440 dillion authorized for the ..ateratate
program, vith en 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 fiecal years 1962 and
1963.

This is a sizable program, but this rate of sdvancement vill not
pernit the Interstate System to be campleted by 1972. Additional funds
are needed for completion of the $37 billion program in accordance with
the cost estimates submitted to the Congress last January pursusnt to
the provisions of Section 104(b)(5) of Title 23, United States Code, end
published as House Document No. 49, of this 6Tth Congress.

1961 Interstate System Cost Estimate

The nev 1961 cost estimate of $41 billion for completion of the
Interstate System, of which $37 billion is the estimated Federal share,
is the same total smcunt as vas furnished to the Congress in 1959, based
on the 1958 estimate plus other supplemental costs. However, the new
1961 estimate also includes related Interstate program costs for State
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highvay 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 estimates 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 billior 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 Syatem 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, 1964, 1965, and 1966. The apportionment of 1963 Interstat
funds scheduled to be made luter this year cannot be made until the 1961

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

Proposed Progrem Recammended by the Preéident

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’r.rstate System in 1972, as originally planned, together with an increasing
level of ABC spportionments and the financing of Forest Highway and Public

Landgs Hlighway 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 summer for
the fiscal year 1963, and the apportionments for succeeding fiscal years
would graduslly increase to a maximum of $3.0 billion for each of the
fiscal years 1968, 1969, and 1970, with a balancing apportiomment of
$2.885 billion for the fiscal year 1971. Tae 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 progrum proposed by the President are shown
in Table 1.

In addition to Interstate apporticmments totaling $37 billion,
the proposed program provides for ABC and other programs totaling $17.010
billion through figcal 1972, as shown in Teble 1. Future apportionments
of ABC funds could be made 1n'the annual amounts of $925 mil)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 throﬁgb 1972. Apportionments in these amounts, involving
increases of $25 miliion every two years beginning with the apportionment
for the fiscal year 1964 (which vould be made in the summer of 1962), are
considered desirable to keep the ABC progran in balunce vith the expanded
Interstate program. The "other" programs recammended for financing from
the Righway Trust Fund in theAamount of $Ll million annually include $33

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

Proposed program for completion of Interstate System
As Recammended in President's Message of 2/28/6)

(Millions of Dollars)

- Hi ghvay
. Apportiooments Trust
FPiscal Date ABC and Disburse- Fund
Year nade Interstate other  Total ments Revenues Belance
Balance 1/ 6-30-56 315 1,665 1,980 - - -
1957 5-29-56 1,000 129 1,129 966 1,482 516
1958 8-1-56 1,700 859 2,559 1,511 2,0Lb 1,049
1959 8-1-57 2,200 1,381 3,58 2,613 2,088 524
1960 8-1-58 2,500 906  3,k06 2,940 2,535 19
1961 10-8-59 1,800 883 2,683 2,868 2,857 108
Balance 1/ - 82 82 - - -
1962 8.1 -60 2,200 920 3,120 3,08 3,176 195
1963 7-1-61 2,k00 966 3,366 3,260 3,301 236
1964 - T-1-62 2,600 91 3,%1 3,414 3,402 22h
1965 7-1-63 2,700 91 3,61 3,5 3,499 212
1966 7164 2,800 1,006 3,816 3,613 3,584 163
1967 7-1-65 2,900 1,006 3,916 3,72{6 3,667 | 126
1968 7-1-66 3,000 1,061 b,0k 3,832 3,789 43
1969 7167 3,000 1,081 4,04 3.8 381 O
1970 | 7-1-68 3,000 1,041 ‘h,ohl 3,914 3,914 0
191 7-169 2,885 1,002 3,926 4,007 4,007 0
"1972 7-1-70 - a,om¥ 1,0m 4,006 4,106 0
1973 - - - 1,300 1,30¥ 0
TOTAL 37,000 17,010 54,010 52,543 52,543 -

1/ Unpaid balance of prior suthorizations.
3/ Includes funds to be disbursed after close of Trust Fund pericd.
Includes $455 million in receipts from tax liabilities accrued prior
to July 1, 1972.



HIGHWAY FINANCING 59

as recommended in the President's Budget, and an estimated $5 million
for emergency relief in the repair of highways damaged by flood or
other disasters vhich would continue to be financed fr¢* the Highway
Trust Pund.

Increases in revenues accruing to the Highvay Trust Fund under
the provisions recammended in the Preeident's gpecial 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
$42.803 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, ead 1964,
consisting of one-half of the ten percent tax on automobiles and five-
eighths of t;he eight percent tax on automotive parts and accessories,
as pravided by fhe Highway Revenue Act of 1959.

Estimated revenues under the proposed proérm would provide an
additional $9.740 billion, for a total of $52.543 billion. This $9.740
billion of additional rovenue is a net increase after alloving for funds
to offset the. reduction to be caused by the i)ropoaed reciaionvvc;fl trans-~
fers from the general fund that are novw provided under existing legislation
for the fiscal years 1962, 1963, and 196k.
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The estimated total revenues would meet financing requirements
for the $37 billion Interstate program and for the ABC and other programs.

Revenue estimates in support of the proposed program are based on
the sources and amounts of revenue shovn 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 Camittees on Public Works and Ways and Means, and hearings
on proposed legislation have been held by each of the two Cammittees. 1In
line vith‘recoumendations of the two Camnittees, the ﬁouee has passed
H.R. 6713 which provides for campletion 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 Highwey programs would continue to be financed fram
general funds of' the Trveasury instead of from the Highway Trust Fund,
and therf are significant ditf'erences in the p'roposed‘ tax schedules.

‘ Esti;nafe;i annual .apportiom.ente, disbursements, revénues ’ and

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

U. 3. JEPARDENT F COSERCE
Buresu of Publia Romds

TABLE 2 (5-12-61)

OF REVENUE TO THE HIGHWAY TRUST FUND 1962-1973 ¥
As Contained in President's Messa.gc or 2/28/61
Tais tadls {s iz =tlliome of
N cents mm:—-p 196 Contimustion of present A-cest A cents per galloe
Casoline 3 cents ::‘ua- ’ Per gallon rete Entire aet procssds go %0 Trwet Pund 2,508 T.5T7 29,3
mxnmmp\omm
hmupr.umm.l\-)o 1961 Contizuation of present d-cent 7 esuta per gallom
Diesel 3 cents per gallon therealte g per gallon rate, plus eddli. Entire avt prooasds go %o Trust Puad 1,1% 1,568 2,18
mm-‘tpma-d-p\o‘rr-th-l tion of 3 cents differestial
IOpnnninumr-w Sothing to Trvet Pumd pi - .
Automobiles price. Malf of to Trust Tued price. Jotking to Trust Pwd 2,080 2,000 -
for fiscal yeare 1962, 1963 emd 2960
Truoks, Duses 10 percest tax on ssmwfecturer‘’s wholseals Bo chaage 10 po -z on el 's whol
nl';'nunn price. Mlf of procesds go %o Trwwt Pmd Irics. WIC of prosseds g» %0 Trwst Pt 1,79 b "_"’“
B cemts per 1b. for higway tires, smi 2 cents per 1b. tncreass om 20 oeuts per 1. for higwey tires, aed )
% ceuts per 1b. for "other tires” higiamy tires. Bete on other 5 cewts par 1». for “other tires” 236 e8¢ a0
Tires Zotire set procesds g0 %0 Prwst Pund thea higtmmy tires 0 remia | Ewtire met prosesds go %0 Trest Pest 3
ot 3 camts per 1b.
oeuts 1b. ax 1 csmt pur 1b. imsresss 10 esmts por 1b. tox
Innertdbes ghﬁmn.:rm’nmm Extire set procesds go %o Trest Pesd e 3 s
caxts 1. e 7 csmte yor Ih. Inerense 10 cswte ger -
Tread Rdder ;em:m.\omm Ratire m procesds gn to Trest Pt as o ™~
- »
8 p tax o Bothiag o Trust Fwmd 8 prrosst tax ocu smmfacturer's whnlesale
Tarts and price. Plve-aightds of 9 W Trest price. Botidng %o Trert Pt (Ve A2 -
Accessorias Tund for fiscal years ) 3963 and 196h
Tax of $1.90 par 1,000 1ve. srome weight for $3.90 per 1,000 1de. lacyesse $5.00 por 1,000 1ba. grose wight for
nmm’:-:mm:s,owm.‘- * vebdales weighiag over 26,000 Ide. when 67 169 2,29
Vekiale Dee lonted. Emtire met prosseds g8 to Trust Pesd losded. Retire met Jresseds go %o 4
Interesrt w - an
Totnl nm 9,70 AR IZ

4 * £2,301 militon collaected afwer Jese Y0, 1972.

DNIONYNIA AVMHOIH

19
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TABLE 3 (5-12:61)
' < Completion of Interstate Systém under H.R. 6713
' ‘(Killions of Dollars)

, ) Ahvey
Fiscal Dete ABC ama Disburse- mt
year - made Interstate other Total ~ ments  Revenues Bala..ce

Balpnce 1/ 6-30-56 N5 1,665 1,980 - - -
1957  5-29-36 1,000 129 1,129 966 1,482 516
1958 8256 1,700 859 2,59 1,51 2,08 1,049
1959 8-;-57 { 12,200 1,3&% 3,58 2,613 2,088 524
1960 81-58 . 2,500 906 . 3,806 2,980 2,535 19
196 10859 . 1,800 883 . 2,683 2,868 2,857 108
1962 84160 2,300 88l 3,084 3,052 3,227 283
1963 1461 20 9% 3,33 3,24 339 37
1960 7a6e . 2,600 955 3,555 3,318 . 3,609 409
1965 7163 2,700 955 3,655 3,875 3,495 429
1966  T-16 2,800 980 3,780 3,577 3,576 428
1967 7-1-65 2,900 980 3,80 3,688 3,654 394
1968 7-1-66 3,000 1,005 4,005 3,796 3,731 329
1969 T167 3,00 1,005 k005 3,88 3,87 298
1970 7-1-68 - 3,000 1,005 5,005 3,878 3,887 307
wn 716 2,85 1,05% 380 | 39m 397 - e
v 7a,l - 13,05Y 1,050 koo . wom 312
1973 vy - S - g 1,608 1,471 - 165
_TOTAL - 37,000 16,53 53,532 52,863 52,628 -

1/ Unpaid balance of prior euthorizations.

2/ Includes funds to be disburged after close of Trust Fund period.
3/ Based on Trust Fund extension through 9-30-72.
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Camparinon of Highway Trust Fund Revemues

Highway Trust Fund revenue rates beginning July 1, 1961, under
existing legislation, under the Predident's proposal and under H.R. 6713

are as follovs:

Revenue source lm;;::fon P;;:;g?ut's H.R. 6713
Gasoline : 3¢ LT bg
Diesel fuel = ° 3¢ % g
Trucks, busez;, trailers 5% 5% 106
Tire; | ' ‘ 84 104 ’ ilOf'.
Innertubes ‘ 9¢ 104 T
Tread rubber 3¢ 104 5¢
Vehicle use $1.50 $5.00 $3.00
Autos ‘ 5% - -
Parts and accessories 5% - -

Aviation gas tax receipts to Trust Fund to General Fund to Trust Fumd

The additional revenues accruing to the Highway Trust Fund under the
President's proposal and R.R.: 6713 are shovn in Table k; by source of revenue,
in relation to revenues under existing legislation as pmvideé by the Highvay
Revenue Act of 1959. The préamept's proposal vould provide the $9.740
billion in additional x;mwe needed to finance the propoud program, in-
cluding ex’oenaione of revenue provn!.on; for two or thm nonthl into fiscal
1973 ir necessnry H. R. 6713 would provide $9.825 biuion add:ltional revenue,
which wvould finance the program covered by the Bill through September 30,
1972, with a surplue of $165 million.
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TABLE 4 (5-12-61)

Esticated Eighvay Trust Fund
Revenues Under the President's
Proposal and H.R. 6713, by

Source of Revenue
1962 - 1973
‘ (Mi11ions of dollars)

Revenue Increases

Total Revenue

ST L - 2
Gasoline $21,848 37,571 $7,916 $29,764
Diesel fuel 1,150 1,568 420 1,570
Trucks, Suses

and trailers 1,739 27 1;803y 3,542
Tires 3,b56 886 903 ’ 4,359
Innertudbes 176 25 26 202
Tread rubber 218 530 158 376
Vehicle use 611 1,619 1,09).?-/ 1,768
Autos 2,080 -2,080 -2,080 0

accessories k2 a2 42 0
Interest s 0 L1

Total $31,797 $9,740 $9,825 $u1,622

1/ To be obtained by transfer of existing tax revenues from General Fund

to Highvay Trust Fund vith no additional payment by individual taxpayer.

)

zj Aaaumes higher yield trcm presant and proposed rates in accordance with

House Haya and Means Counittee direction to make study and report on

this Mtter by Januuy 1962
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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 lover 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 campared to the President's proposal is offget 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 dirrereﬂt
methods of cost allocation, neamely, the grosa-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 vrinting
and as they vere the principal basis for the President's tax recomnmendations

they are therefor discussed in this presentation.
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The calculations of motor-vehicle tax responsidility were carried
out for a large number of vehicle types. For illuatrative and explenation
purposes, however, only six typical vehicles spanning a wide range of
gross weights have been selected as examples.

Pigure 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 qf 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 veights based on the concept that such allocations
should be in proportion to the product of gross operating veight and
distance traveled. Although veight and distance obviously are factors

in measuring the service provided by highways and in the cost of providing
this service, ‘1t is not generally accepted thatthe 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
veights. kHone the less, it vas 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 investig&iiom of the highway cost allocation problem,
particularly the atudy by the Board of Investigation and Research (Public
Alds to D@?otic 'I‘ransportatioﬁ, 1944), and because of its use in a number

of studies by individual States. ‘
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The cost-function study allocates the motor-vehicle ghare of the

Federal -aid highvay cost responsibility by a method which distridbutes
costs into three categories: (1) Those that vary neither with traffic
volume nor with gsize and veight and are therefore distributed on a per-
vehicle basis; (2) those that vary with traffic volume but not with size
end weight and are therefore distributed among vehicle clesses in proportion
to miles traveled; and (3) those that do very with size or weight, which
are distributed in proportion to gross ton-milea. In the cost-function
study as conducted all items of cost in which there wes a significant .
element of variation with size and veight vere distributed in proportion
to gross ton-miles. Since this is true of structures, and of grading
and pavement costs on intermediate end high-type roads, the result vas
that 77 perceant of costs were distributed in proportion to ton.miles.
Thus the cost-function method &g applied to Federal-aid conatmcf.ic_q
ie in effect a modified gross ton-mile allocation.

The differential-benefit study is an allocation of the motor-vehicle

share of Federal-aid highway cost responsidbility designed to be in epproxi-
rate proportion to the benefits derived from the use of the highways by ‘
vehicles of different dimensions and wveights. Four different classes of

user benefit are recognized: (1) Reductions in operating costs; (2) reductions
in time costs; (3) reductions in accident costs; and (1&)_ reductions in the
strains and discomforts of driving in congested traffic. The magnitudes

of bepefits were estimated on the basis of the extent of benefit-producing .
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accomplishments such as {(a) reduction of distance, (b) reduction of
gradient or rige and fall, (c) elimination of {ntersections at grade,
(d) elimination of private access points, and (e) elimination of sharp
curves, to be realized from the Federal -aid highway progrem.

The incramental study is based upon the concept that most highway

dedign irequirements that-are variable with weight and size of vehicle

may be considered as btuilt up from a design and accompanying cost’
appropriate for light-vehicles, to'which successive increments are added

to meet the requirements of progressively héavier vehicles. The ariation
of design &and cost requirements with traffic volume is also taken into
account,

Asong 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 Ottewa, Illinocis. Thne incremental method
has also been publicly stated by the varicus user groups as the method rost
acceptable to them for these semé ressons. This Test was depigned to
produce, for both flexible (blacktop) and rigid- (conérete) pavements,
mathematical formulas relating the perfarmance of test sections to
(1) the elements of design (pavement, base, and subbase thickness) and
(2) the numbers of applications of axlk loads of different magnitudes.

The final analysis of the Rosd Test results was not complete at <« -
the ‘time the text of the Highuay Cost Allocation report had to be started
through the necessary processes during September 1.966 to meet the Janusry
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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. Tnus it vas possible to have pre-
liminary results available shortly after the printed report covering the
other parts of the study was made available to the Congreas and the
public in January 1961.

This incremental analysis utilized the findinge developed and
approved by the Test Road Advisory Committee during 1950, and from previous
experiences and much other related information available to the Buresu
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 sny case, only about 20-25 percent of the
calculation is dependent upon the results from the Road Test. Siuce ithe
other 75-80 percent of the computation is derived from elements of the
construction vhich are not reluted to the Test Road, the effect of these
items had already been calculated but held for presentation with the
remaining portion vhich 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 compramise of many viewpoints,
it therefore is not necessary that the calculations be determined with .
more absolute precieion than it is possible to obtain with the mthemat};cgl .

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 highvay program
might be charged to revenue sources other thean motor-vehicle taxes. The
allocation anong motor vehicles as shovn 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 epproximately eight percent
to provide for financing this program entirely from road-user revenues
as reconmended by the Preésident.

The required tax payments calculated from the incremental solution
as thus adjusted to provide for financing of the program from roesd-user
revenues are shovn in Table 5 for each of the six selected vehicles. Also
shown are the tax payments vhich wvould be made by the same selected vehicles
under the President's proposal and under H.R. 6713. As you knowv, the
ten percent excise tax on sutomodbiles remains in the general fund, but if
the auto vere given the same credit for this tax paid on new vehicies
as is done for the truck under the Ways and Means Committee Bill, the
sutamobile would be shown to be paying $52.40 snnually to the Trust Fund
ag indicated in the right-hand column of Teble 5, compared to an incremental
1iability of $32.00. This would constitute an overpayment of $20.40.

Figure 5-A provides a comparison of estimated annual Trust Fund
revenues from gasoline-powered vehicles under the President's proposal
and H.R. 6713 in relation to the adjusted incremental findings. For the
lighter and medium weight vehicles the amounts under the President's
proposal and H.R., 6713 are all very close to the iner;nenm study findings.
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TARLE 5 (5-22-61)

71

Bstimates of Annual Federal Tax Payments by Selected Vehicles
Under President's Proposal and H.R. 6713
Coupared to Estimated Tax Respousibility

Under the Incremental Method

H.R. 6713 rates

Incremental adjusted to include
method President's 10 percent excise
Vehicle (adjusted)  proposal B.R. 6713 tax on automobiles .
(Dollars) (Dollars) (Dollars) (Doliars)
Automobile 32,00 30.7h 30,20 52.40
2-Axle, 4-Tire Truck 26.00 40.56 46.50 46.50
2-Axle, 6-Tire Truck 60.00 84.28 96.20 96.20

Vehicle cambinations:

3-Axle ~
Gasoline Powered 618.00 636.79
Diesel Powered 618.00 152.78
k-Axle
Gasoline Powered 1175.00 1099.85
Diesel Powered 1175.00 1270.25
S5-Axle
Gasoline Povered 1917.00 ©1670.81
Diesel Powered 1917.00 1883.51

607.19
Skg. b7
1068. 34
924.32

1616.18
1356 .4k

oy

gek.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 somevhat closer to the incremental findings.
Figure 5-B shovs eat_imted 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 relatvionship to the incremental study findings than

do the corresponding emounts under H.R. 6T13.

Comparison of Tax Schedules

H.R. 6713 18 broadly similar to existing legielation and to the
administration's proposal in the items to be taxed, the tax rates, and
the amounts of revenue expegted. 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, campared to a U4 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 -povered vehicle
vill 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 ssme. 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 vere to be
developed that would go 10 times as far on a gallon of fuel as present
engines, then we vould have to adjust the tax rate. To a degree, this
problem is already posed by the diesel engine. The differential of
3 cents per gallon on diesel fuel requested in the President's message
vas 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 povered, it would also help to
cover the additional costs of highvay construstion required .to be

provided solely because of the very heavy vehicles.




74 HIGHWAY FINANCING

It is desirable to put the T-cent diesel fuel rate and other taxes
on trucks requested by the President into perspective with toll rates
vhich the trucks are paying. Tolls are perhaps the only truly optional
highvay-user charges, since the operator can take a route on which there
is no toll or he can choose a route on vhich he pays a toll. The heavy
truck operator is obviously traveling under competitive conditions that
require him to decide between taking 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 ars greater than the
toll costs, because they are using the toll roads in increasing numbers,

Tolls on heavy trucks vary cousidersbly, ranging for example
from about 3.4 cents a mile, on the Kansas Turnpike to 7.5 cents a mile
on the West Virginia Turmpike, 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
vould be T cents for the 5 milea. If he uses a toll roed, however, his
toll payment for the 5 miles would be about 25 cents, and this is in
addition to his fuel tex. Since he pays the toll optionally, it omn
only be concluded that he does 80 because the savings to him in time
and equipment are greater than the toll. This is a typical exsmple 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 1360, the increases
of heavy truck traffic vere 80 and 78 percent on the Turner Turnpike in
Oklahoma and the Indiana Toll Road, respuctively. 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 propased 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 iu 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.

75
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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 rutber to recap an average passenger
car tire, and the tax would be 90 cents, Even the lovest priced new
tire that the user might consider purchasing &s 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 result 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 most commonly used tire, for heavy combinations,
is the 10.00-20 size. As vehicles get bigger, they use more vheels and
tires, rather than bigger tires. A new 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, vhich 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 coust of recapping, and less than 2 percent

.

of the cost of a new tire.
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In thie connection, 1t ghould be noted that retreading is coecmon
practice on these larger tires useld by heavy vehicles, Tires in these
sizes are frequently retreaded ROt once but 4 to 6 times or more. Unless
there is a tax on retreaded tires, thercfore, the vehicle using retresded
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 H.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 highways that the
AASHO Test Road conclusively found not to be necessary for small trucks
or automobiles. These include additional bearing atrenét.h of the
surface course itself, heavier foundation courses, and stronger bridges.
In addition, greater overhead clearance, additional climbing lanes on
grades for slovwer moving heavy units, and other features or modifications
are sametimes 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 usge.

The $5.00 per 1,000 pounds use tax on heavy vehicles is neceasary
to furnish an effective way of equitably placing these additicnal costs
on the v_ehiclea that necessitate the expenditures in proportion to their

77
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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 c osts, as calculated from the extemsive four year study ordered

by the Congress in 1956.

Vehicle Operating Costs

The Federal excise changes proposed by the President would result
in an increase of only l/lOOth of a cent per mile in the total costs of
operating an autamobile, 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, es
seen in the last column, would be to equalize the tax costs between
gasoline and diesel -powered vehicles since the gascline vehicle already
is paying more tax per mile than the diesel vehicle.

The effects for the other vehicles would range between those for
the automobile and those for the large diesel combination, but in all

cases would be very small in terms of cost per mile,



ESTIMATED OPERATING COSTS AND TAXES OF SELECTED MOTOR VEHICLES

TABLE 6.

(Cents per mile)

OPERATING )
COSTS STATE FEDERAL MOTOR VEHICLE TAXES y
VEHICLE TYPR EXCLUDING ROAD-USER
PRESERT PROPOSED
ROAD-USER TAXES TOLAL
TAXES LAW CEANGE
Auntcmobile 8.59 .62 .55 .01 .56
8ingle Unit Trucks
2 axle - 4 tire 22.05 TL .52 .01 .53
2 axle - 6 tire 2h.83 1.2% .8 .ok .93
Combinations with Semitrailers
3 axle - 40,000 lbs. GVW
Gascline powvered 33.60 2.10 1.37 .40 1.77
Diesel powered 32.45 1.87 1.21 .63 1.84
4 sxle - 55,000 1bs. GVW
Gasolioe powered 35.80 2.% 1.63 ko 2.03
Diese). powvered 34.65 2.03 1.37 .95 2.32
5 ade - 72,000 1bs. GV
Gesoliue powvered ho.27 3.24 2.11 .51 2.62
Diesel pownred .82 2.72 1.72 1.20 2.9

y Includes all Federal excise taxes on motor fuel, motor vehicles, tiresz, parts and accessories, and

other taxes closely associated with motor vehicles or their use.

DNIONVYNId AVAMHOIH
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Related to total vehicle operating costs, the proposed changes
would be reflected in increases s shown in Table 7, ranging from
.10 percent for autamobiles to 2.59 percent for a S-axle, 72,000 pound
diesel -povered combination. It should be noted that, even with the
equul.cing 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-
pvered unit.

For comparison with the amounts paid by other vehicles, the total
anount of Federal user taxes paid by the autamobile may be considered as
&6 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 automébile tax payments a value of 1.0, for comparison, the tax
vrayments of the other vehicles are placed in perspective.

The Federal excise tax payments indicated by the Incremental Cost
Study range from.333 cents per nile 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 ratioé 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



ESTIMATED EFFECT °F PROPOSED FEDSRAL TAX CEAIGES IECIUDED IN TEE PACSIDENT'S MESSACE OF
FEBRUARY 28, 1961 €N COSTS OF QPERATIRG SELICTZD VEHICLES

TABLE 7.

{Cents per m=tle)

PRESERT COST3 ZFFCT C7 PRCRCSED Cilial
OTHER COST3 AUTCHOTIVE TOTAL HouT OVER PRIIZNT
mﬂ"; EXCISE TAXES TOTAL CCSTS
Automobile 9.21 .55 9.76 .01 .10
Single Unit Trucks
2 axle - b tire 22.76 R 23.28 .01 0%
2 axle - 6 tire 26.07 .89 26.96 .04 35
Coobinaticas with Semitrailers
2 axle - 10,000 1bs. GW
Casoline powvered 35.70 .37 37.07 Lo 1.08
Tlcsel pevered 34.32 .21 35.53 .63 17
1 axle - 53,000 lbs. GVA
Gisoline povered 38.20 A 1.63 39.83 R 1.00
Diesel povered 26.68 1.37 38.05 .65 2.5
5 1xle - 72,CC0 1ts. GV4
Se30line powmred 45.51 2.1 §7.62 St 1.07
Dinmal poversd U, 54 1.72 46.25 L.20 2.5%

DNIONVNIJd AVAMHOIH
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CENTS PER NOX TEDICAT™D BY TNCR™MCNTAL COST STUDY
VERICLE TYPE crnEwTAL | presewr | presmoewres | INCREMENTAL | PRESENT | PRESIDENT'S
COST LAY PROPOBAL | H. R. 6713 casT LA FROPCSAL | H. R. 6713
( ADJUSTED) Y 2/ (ADJUSTED) Y 2/
Automobile .333 -307 .30 .5 1.00 0.92 0.96 0.95
Single-Unit Trucks
2-axle-b-tire -209 -b37 R 151 .57 0.87 1 135 1.55
2-axle-6-tire .500 668 02 .802 1.50 1.99 2.1 2.h1
Combinstions with Sewitrailers
3-axle-h0,000 1bs. GVW
Gescline powared 1.545 1.9 1.592 1.518 \ G 3.58 A8 %.56
Diesel powared 1.545 1.023 1.882 L3N | W= 3.07 5.65 12
A-axle-55,000 1bs. GVW °
Gasolioe powered 1.958 1.8 1.513 1.181 5.88 8.9 5.5 5.35
Dissel powered 1.958 1.167 2217 1.58) 5.88 3.5 6.3 %.63
S-axle-T2,000 1bé. GVW
Gasacline povered 2.739 1.88% 2.387 2.309 8.3 5.65 7117 6.93
Diesel povered 2.739 1.M86 2.691 1.938 8.23 s.46 8.08 5.82

Tax rates in effect January 1, 1961
Included in the President's message

"ot Pebruary 28, 1961.

(4]
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the automobile, 6.93 for the 5-axle gasoline-powered vehicle and
5.82 for the S-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 18 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.



84 HIGHEWAY FINANCING

Cost of Program 3tretchout

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 campletion of the Interstate Systenm
in 1972 would result in additional out-of-pocket costs to the higlway
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 Estinmated cost
stretchout completion (billion dollars)
1l year 1973 $2.1
2 years 1974 L.6
3 years 1975 7.3
4 years 1976 10.3

In addition, there are other substantial benefits to caompletion
of the program on schedule, such as savinge in time and reduction in

strain and discamfort while driving.

Conclusion
In concluding my remarks, I would like to state again that I
believe the public interest requires completion of the Interatate Sys tem
by 1972 in accordance with the original timetable, rtogether «#ith continuation

of the ABC program at a samewhat lncreased level, I believe, too, that the



HIGHWAY FINANCING 85

program should be financed on & 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 obJjectives.,

Obviously, the program should advance at a prescribed rate. An
orderly, well -managed progrem is conducive to efficiency for the State
highway departwents, 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 emple existing engineering, contractor,
equipment, and materials capacity to handle a program of this size with
efficiency, integrity, and econamy.

The President's proposal provides such a program and the means
to finance it. I join the Secretary in recammending its adoption by

the Congress.
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FIGURE 2

COMPLETION OF INTERSTATE SYSTEM
UNDER PRESIDENT'S PROPOSAL FOR

INCREASES IN EXISTING EXCISE TAXES
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MILLIONS OF DOLLARS
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FIGURE 3

ESTIMATED INCREASES IN HIGHWAY TRUST FUND REVENUES
UNDER THE PRESIDENT'S PROPOSAL AND H.R. 6713, BY
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FIGURE 4

REQUIRED ANNUAL PAYMENTS TO HIGHWAY TRUST FUND
DERIVED BY FOUR DIFFERENT METHODS OF COST ALLOCATION
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, .. FIGURE 5-A ‘
ESTIMATED ANNUAL, YRUST FUND REVENUES FROM SIX SELECTED
.. GASOLINE POWERED VEHICLES UNDER PHESIDENT'S PROPOSAL
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, . 7 FIGURE 5-8 ,
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The Cuaryan. The Chair is pleased to insert in the record of the
hearings a statement in behalf of the National Associaticn of Clounty
Officials submitted by the director, Christian H. Xahl, in lieu of a
personal appearance,

(The statement referred to follows:)

STATEMENT OF CHRISTIAN H. KAHL, ELECTED COUNTY EXECUTIVE, BALTIMORE
COUNTY, Mb., AND DIRECTOR, NATIONAL ABBOCIATION OF (COUNTY OFFICIALS, AND
CHAIRMAN, NACO’'s P0oaps AND HIGHWAYS COMMITTEE

NACO HIGHWAY SBTATEMENT SBUMMARIZED

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 I8 THE NATIONAL ASBOCIATION OF COUNTY OFFICIALS?

Mr. Chairman, my name is Christian H. Kahl and I am the elected county
exccutive of Baltimore County, Md. I am alsoa director in the National Assocla-
tion of County Officials, a national voluntary association of some 8,500 elected
and appointed policymaking county oflicials 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
afiliated 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 SBTRETCHOUT

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 chairman 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 completlon of the Interstate System by 1972. The
estimated saving of 4,000 lives a year, plus a reduction In the rate of accldents
which injure 1.4 million people a year, is conclusive evidence that the highway
program must be finished on schedule, We are very pleased that the I’resident
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 finarfcial program be deviged
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 completine the Interstate System, should
be extremely helpful to the Congress in determining an equitable plan. 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 determlned our counties can then plan
both their Federal-aid highway plans and non-Federal-aid 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 efliciency into our local programs
that require such long planning leadtimes. In short, our county highway depart-
ments and local finance officers must have deﬂmte assurance of the level of
Federal activity in order to make maximum use of highway dollars.
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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 1956
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 (ncrease of only 11% percent per year for a
755,728-mile s,vstem of roads that carry more than 66 percent of all traffic gen-
erated by our 70 millfon vehicles. The inadequacy of the recommended A-B-C
appropriations can be seen when the 1% percent annual increase in appropria-
tions is measured against an estimoted annual increase of 1,500,000 in the
number of registered vehicles and an vnnual 2 to 3 percent in vehicle miles of
travel (10 to 15 billion vehicle-miles ircrease 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 filnanced 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 beuneficial 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 wore money for maintenance and non-Federal
aid projects. Some 16 States are now consdering 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, ROADB, HIGHWAYB, AND TRANBPORTATION

2-1. Highway Act endorsed: We Americans, by free cholce, 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
clvil 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 19568 Federal Ald 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 éne
sovereign nation is nowhere more clearly defined in law and practice than in the
highway fleld. 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 subdivisions, 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,
snpervlslng, 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 fmportance of
these roads demands that :21e Federal Government continue to pay 90 percent of
the cost with the States absorbing the remaining 10 percent and all maintenance
costs. Control of access, separation of grade, and other standards carefully de-
veloped by the States und the Federal Governmenit to meet trafic volumes of
1975. should be serupulously fo)lowed to protect this tremendous,national asset,
Those who pronore 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 responslblllty for
520,871 miles of Federal-aid secondary roads urge the Congress to honor its
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commitment expressed in the 1976 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 wisgest possible development of the region. To this end:

(a) Every county should have planning and zoning machinery and regard-
less 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 guch factors as recreational open space needs;

(¢) The State highway departments should honor suoch 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 134 percent funds authorized in
the Federal-aid program, the provision of State-collected data, technical staff
assistance, loan of technical equipmnent, provision of financial assistance for
independent studies, State training of local personnel, and such other assistance
as {8 necessary ; ’

(d) In the typical area where we have a welter of smaller political subdi-
vislons 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-
ciged by elected representatives.

The CuairmMan. The Chair takés pleasure in subxﬁitting 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-
gort of the expanded program as authorized in the 1956 Highway

ct.

(Theletter referred to follows:)

CHAMBER OF COMMERCE OF THE UNITED STATES,
Washington, D.C., June 5, 1961.
Hon. HArrY F. BYRD,
Senate Finance Commitiee;
Senate Office 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 High-
way Act. We are convinced that it 18 needed to remedy serious deficiencies in the
Nation's highways important to interstate commerce and national secasity.

Because of the national importance of the Interstate S8ystem, 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 insuficient to comolete 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 thcreases in taxes
among the various classes of persons using the Federal-a'd highways or other-
wise deriving demonstrable and direct benefits from such highways.
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It will be appreciated if this letter will be made a part of your current
hearings.

Cordially yours,

CLARENCE R. M1LES,
Manager, Legislative Department.

The CIIAIRMAI:I. 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 :)
NeEw MEex1co Motor CARRILRS’ ASSOCIATION, INC.,

Albuguerque, N. Mex., March 7, 1961.
Hon. DENNIS CHAVEZ,

U.8. Senate, Washington, D.C.

My DEear SenATOR: Statements made by President John Kennedy in his spe-
clal message to Congress recommending major increases in Federal taxes paid
by heavy trucks are 8o 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-ald 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 aceruing 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 loging 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 {ime approximately $1,700 million
is heing 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: A

Going into the highway trust fund: '
Four cents per gallon Federal tax on highwey 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 tux on new automobiles;

The rematning 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 i8 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 speciel highway user taxes that are diverted into the general fund, and
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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 uny diversion whatever.

We are very firmly opposed to the increases recommended by President John
F. Kennedy. .

Yery truly yours,

LESLIE R. THOMAS,
Managing Director, New Mczico Motor Carriers Association, Inc.

81, Louls TIRE DEALERS' ASSOCIATION,

St. Louis, Mo., June 3, 1961.
Senator HARRY F. BYRbD,

Chairman, Finance Committce,
Senate Ofice Building,
Washington, D.C.

HonNorABLE 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 pricea 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 fleld.

We heartlly 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 past 3 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.

It 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 veflection from the profits

_ standpoint, :

You know 48 well as I do that John Q. Public ig saddled with these types of
expenditures and the big manufacturers and oil compauies 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 without 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 flzures 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 dlesel will be used and naturally
thelr 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 it the above-
mentioned facts are studied I belleve that you will agree improvements of this
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nature should be financed by those who will greatly profit by such an im-
proveument, ‘
Trusting you will understand our position and recommend to your commit-
tee to approve the 2 cents per pound on tread rubber us proposed by the House
committee,
Sincerely yours,
CHaB. J. SWARTHOUT,
Ezecutive Becretary.

.

STATEMENT OF THE AMERICAN AUTOMOBILE A8BOCIATION

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 Feederal Atd Highway Act of 1961,

We offer three specific proposals:

(1) We urge that the temporary fourth cent tax on gasoline enacted in 1959,
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 that
non-highway-user beneficiaries will pay their fair share. We feel that the high-
way cost allocation report as provided for in sectlon 210 of the Highway Act
of 1050 definitely shows substantial benefits to non-highway-user beneficiarles.
Until an equitable way can be found to assess a tax specifically against non-
highwey-user beneficlaries, we suggest the transfer of sufficient funds each year
from the general fund to the highway trust fund to complete the program on a
schedule determined by the Congress. If the program is to be completed on
schedule 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 and
the House of Representatives that the highway program be completed on sched-
ule, then we recommend the tax structure shown in the following table in leu
of that contained in H.R. 6713. Our detailed reasons f-r these proposals are
set forth immediately following the table on page 3.

Estimated average annual trust fund revenues, flscal 1962 through Sept. 30, 1972

Estimated . Pe‘rgell)'xt g:{?‘?t
average pald by y
Tax item Rate revenue Percent | autos and tracks
(millions) light over 8,000
trucks pounds
Gasoline................... 8 cents per gallon.......... $1,971.0 53.3 78.4 21.6
Diesel fuel.........._...... 5 cents per gallon........... 135.0 3.6 ... 100.0
Tread rubber....__._.._.__ 5 cents per pound. ........ 33.4 .9 720 8.0
Tires. . . oo 10oents perpound......_. 381.0 10.4 74.0 2.0
Inner tubes.............__. 10 cents per pound........ 18.0 .6 28.0 -72.0
Truck use tax............. sszger 1,000 pounds over 185.0 4.6 leiearcnann. 100.0
,000. ‘
Bubtotal..... i 700.4 | .......... 168.7 '31.3
Truck excise............... 10 percent.....coeeennnne.. 1314.8 - ¥ 3 N S
Nonuser beneficlaries......|....... ... ... 1675.8 183 |eeieicec s

Totalee e e 3,700.0 1L U /2 DO IO

! In addition to paying about 68.7 percent of highway costs, tho passe .r car owners sre pg about
$1,600,000,000 each year in excise taxes to the general fund (10 percent mmnog,e 8 percent auto wtsym;i 80008~
sorles). (Eeo p. 18, H. R@gt. 326, 87th Cong., 1st sess.) ‘ . . ‘

! Dedicated to trust fund from genera) 1nd. ' ’ ’

DIEBEL FUEL INCREASE 8 TO § CENTS

AAA belleves that the additional funds to be realized from the increase in the
truck use tax from $1.50 to $3 per 1,000 pounds over 26,000 pounds gross welght is
& deslrable step in the direction of adjusting the Federal tax structure so that this
heavy class of vehicles more nearly meets its flscal responsibilities. However,
there is another area of tax equity among various claszes of highway users
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which merits additional congressional consideration. This calls for a differential
tax rate as between the users of gasoline and the users of diesel fuel.

Fxcise taxes on gasoline and diesel fuel to some extent foim & 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 & 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.

GABOLINE 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 80, 1961. S8ince 1959 several
States, apparently relying on the June 80, 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.

QGasoline 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 HELP SUPPORT THE PROGRAM

There is ample documeutation showing the vast contribution of the Federal
highway program to the geu.:u! 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 8tudy” 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, a8 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 1061 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 belleve that this is
inequitable.

OONCLUBION

In conclusion, we respectfully urge the committee to amend title II of H.R.
6718 providing for— .

(1) Expliration 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.
t’l;hus the diesel fuel tax should be raised to 5 cents as against a 3-cent gasoline

X. :

(3) The recognition of the tax obligation of nonhighway user beneficiaries.
Until an equitable wav is found to assess a tax specifically against nonhighway
user beneficiaries, H.R. 6713 should be amended to authorize the transfer of
suficient 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.

MonNsEY, N.Y., June 5, 1961.
SENATE FINANCE COMMITTEE, , ‘
Senatc Building, Washington, D.C.:

Reference highway bill, HR. 6713, tax ralse on tread rubber will seriously
affect retreaders. No increase on tread rubber exclge tax should be consldered
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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 probleins before voting.
FRED DRESDALB,
Daley Tire Service.

Laxepwoop, OHr0, June 6, 1961.
Hon. Harry Froop BYRp,

Senate Ofice 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 belleve
this unfair and discriminatory against the independent tire retreaders and
would imperil their chance of remaining {n business.

CarL BE. McCaqug,

Ezecutive Becretary, Greater Cleveland Tire Dealers Assooiation.

OAKRLARD, CALIF,, June 7, 1961.
Hon, HARrRY BYRD,
U.8. 8enate, Washington, D.C.:

Bleven hundred California independent tire dealers and retreaders urge you
to oppose the 281 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, unsatfe, 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 T'ire Dealers Association.

THE SHIPPERS’ CONFERENCE OF GREATER NEW YORK,
Brooklyn, N. Y., May 81, 1961.
Hon. DENNI8 CHAVEZ,
Chairman, Senate Public Works Commitiee,
U.8. Senate Office Building, Washington, D.C.

DeArR SeENATOR 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.”

The conference includes in its membershlp trafic 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 carrler
membership.

A large number of our membership operate their own trucks or fleets of tmcks.
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 wlll have to be passed on
to the general public.

We strongly urge that this measure be defeated,

Respectfully yours,
D. J. BpPEERT, Chairman.

(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 committes 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 Cuairman. The committee will come to order. Hearings are
resumed on title IT 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. KinesLey. 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 Statest 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 t{xe 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.

101
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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, U1.S. Department of Commerce;
Series P-25, No. 227; April 26, 1961. : '

Mr. KinasLey. 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 Jast 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
d&duction for the expenses incurred in moving family and household
eflects. '
~ President Kennedy last week sent to the Congress a bill (H.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 com

anies hold certificates from 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 regulate 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, Maryland, New
Hampshire, New Jersey, and the District of Columbia where motor
- carriers generally are not regulated but in which States, novertheless,
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 ulpon 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
ineqﬁity 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 tazable 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 than 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 5\@ course of & 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
case 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 lightéer 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. Thecourtsaid: : - . - -

In the instant situation Congress recognized, as does the plaintiff, that it would
be impracticable to weight actual loads for the purpose of assessing the tax.
It was a tax.payable once a year. Practically, it had to be based on capacities
of equipment.  Congress might have 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 welght 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 digproportionate to the
beneflts 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 indvstry 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 relie? on'the ground
that this would set a precedent for other industries to complain and,
further, that it might lead to problems of enforcement. Neither of
these obiections 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 texable relationship to the undisputed facts, the
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
exis{, 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 tha Government. The moving industry
hag 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 gross 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 types 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 license is a very valuable
piece of property, and no mover would endanger its possession by
using his equipment in violation of 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 I'ederal 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'here 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-
1ng 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 situa.ed with respect to such
use, as previded in paragraph 2.”

On behalf of the moving industry, we earnesily urge your adoption
of this amendmen: 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 1n 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 thon 25 Over 25 Pounds
' Pounds per cu, Ft, per cu, ft,

N%

csB8a333888| 2

‘.—'ﬂ

Sowes: Findings of Foct Nos, 20 ond 21 by the U.S. Court of Clalms
“in North American Von Lines, Inc. v. Unlted States of America, 169
" F. Supp. 252 (1959).

_ Pindings of fact Nos. 20 and 21 by the U.8. Court of Claims in North Ameri-
oan Van Lines, Ino. v. United States of Amerioca, 169 ¥, Supp. 252 (1959).

“20. For the year 1954, statistics gathered by the Bureau of Public Roads
show that in the U.f. trucking industry as a whole:

“(a) Approximately 9 percent of the cargoes carried had shipping densi-
ties of less than 25 pounds per cubic foct;

“(b) Approximately 39 percent of the cargoes carried had shipping densi-
ties of hetween.25 and 650 pounds per cubie foot;

“(e¢) Approximately 17 percent of the cargoes carried had shipping densi
ties of between 50 and 100 pounds per cubie 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 carrizd in trucks in 1954 amounted to approximately
1,650,825,000 toris. 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 millton tons, 920,000 tons consisted of househoid 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 1854.”

The CuairMaN. Thank you very much, Mr, Kingsley.

Are there any questions?

Senator Dovar.as. May I ask a question, Mr, Chairman ¢

The CHairMaN. Senator Douglas,

Senator Douaras. Does your proposal boil down to a suggestion
that 62.5 percent of the maximum load be taken as customary load,
rather than 100 percent ; that is, take one-half of 125 percent?

Mr. KinesLEY. Senator, I am not quite certain that it would work
just exactly that way.

Senator Doucras. It is the amendment you suggest.

Mr. KingsLey. 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 customaril
carried. So that if, under the schedule, the taxpayer 18 charged wit
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 Douoras. Well, how can you determine the customary
weights which are actually carried ?

Mr. Kingsrey. 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 usr.dp as a basis for the regulations and the
schedules established by the 7' casury. Now, finding of fact No. 21
has gone so far as to determ.ne 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 ave so sophisticated that the number and domicile of agents and
vehicles that the mover can use are even regulated.

Senator Doucras. Well, what weight per cubic foot, under this sys-
tem, would be taxed ?

Mr. Kincsrey. 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 Douaras. How many sub-classifications would you have?
Sixteen:?

Mr. KincesLey. Noj;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 an&J less frequency of
highway use. ‘

enator Douaras. Well, your contention is that the actual weights
are only a fraction of the capacity weights upon which you are taxed,
isthat not true?

Mr. Kinesrey. I am not quite certain I understand the question, sir.

Senator Douaras. I must be very stupid this morning.

Mr. Kingsrey. No, sir; pardon me. I did not get your question.

Senator Doucras. 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. Isthat not your contention ¢

70680—681—8
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Mr, KinesrLey. No, Senator, because even our potential on our
particular type of equipment is much lower than for other types of
vehicles. 1t 1s the construction of the van itself and type of service
that makes this so. Actually, the schedules were designed, were set
up so that rates are determined by the unloaded weignts of tractors
and the number of axles that the tractor may have; that is, the trac-
tor that pulls the trailers and the semitrailers, the power unit. The
taxable gross weight under the schedule is based on averages of un-
%;mded weights of those tractors, and the number of axles that they

ave,

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
Eounds; nevertheless, its service in the moving business would never

e used for weights that high, because we just do not have those kinds
of weights.

Senator Wirriams. Would there be any occasions when you did
use that full 50,000 pounds?

Mr. KinaesLey. Senator, not that T know of.

Senator WiLriams. You mean you are taxed at weights higher than
you ever use under any circumstances; is that correct?

Mr. Kinasrey. Yes, that is correct, Senator.

The Crrammaran. Are there any further questions?

(No response.)

The Cnamraran. Thank you very much, Mr. Kingsley.

Mr. Kingsuey. Thank you,sir.

(The following was subsequently received for the record :)

Movers CONFERENCE OF AMERICA,
Washington, D.C., June 7, 1961.
Hon. HarrY F. BYRp,
U.8. Senatc, Washington, D.C.

My DEAR SENATOR Bynp: 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 for 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
gsecond 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: ‘S8uch regulations shall prescribe separate classi-
flcations for highway motor vehicles used exclusively in combination 'with
semitrailers equipped with furniture van or automobile transporter hodies.” ”?

If you believe that the special classification in the Kerr bill would be more
suitable, we should be very happy with it. It would require the Treasury De-
partment to prescribe 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 “'eights
which can never exist. ' -

Respectfully yours,
THoMAS R. KINGSLEY,
General Manager.

The Cxramzyan. 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. Marsi. 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 and 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, sma{)l 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
percent 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 for
financing it. We be{ieve, however, that I’%% 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-
gnifng the retreading industry is not in the best interest of our national

efense. |

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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accept 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 %uality roduct at a low price. Each member
shop is 1nspected 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 oflice so that you may examine and com-

are 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

uality and safety. One of the biggest users of passenger retreads is
the taxicab industry. Iconomy is essential to a profitable taxicab
operation. Taxicab owners do not buy cheap new tires, but rely
primarily on retreaded tires.

The American public is notably “new-product conscious.” Con-
sumers avoid use({) 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-grade tire is equal to or superior
to the premium retreaded tire. However, in 1960, 29,500,000 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 approximately 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 persons with gross incomes
of less than $7,000 per year. If the price ol retreaded tires is in-
creased by further excise taxes, the low-income groups in our economy
will- be forced to buy these $8.88 new tires at . considerable sac-
rifice in safety, performance, and endurance. The safety in the use
of retreads can {;e best demonstrated by the fact that retreaded tives
are used on commercial airplanes on all of the major airlines as well

PRI ‘.
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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 ¢/ :nmittee is probably not aware of, and which will be aggra-
vated and compounded by any tax increase. It is the policy o% 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 l}!‘edera.l Government
has opened two retreading plants in prisons plus those now operated
in their own mi]itzu%y 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 6624 percent. Under the President’s
proposal the increase would be 23314 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-
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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 erippling offect 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, 1t 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-
osal to the independent retreader. We have received hundreds of
etters 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
Frices 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

ayrolls. To illustrate—there are approximately 10,000 retread shops
n the United States employing an average of 6 nersons 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 on 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-

uirement which he may well not be able to meet. At the very least
:;lhis portion of the tax should be waived so as not to penalize the small
retreader on his inventory for a relativel ne{}rligible 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. Qur 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
a][:pendix 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:)

APBENDIX TO STATEMENT OF WINSTON W. MARSH oN BEHALF OF THE
NATIONAL TIRE DEALERS & RETREADERS ABSOCIATION, IN..

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 fleld, 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, if you can, a tire of this grade at expressway speeds.

In order to reduce some of the confusion in the minds of tire buyers, 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 retreadabllity.

The advertisements depict such things as “no trade in required,” or “one
price for any size tire” or “by a famous maker” or “all first quality” or “for
.safety and eeonomy” 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 retrend 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 concluslons are obvious.

1The advertisements refetred to were made a part of the committee files,
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It would be a tragedy to deny t.e motoring publie the benefit of a low-cost tire
mileage with safety as i¢ is now provided by the quality retreader. It would be
a tragedy to the retreader ic he put out of business by a Federal tax program.

The Cuairman. Thank 9you very much, Mr. Marsh.

Are there any questions

’&‘No response. )

he CHATRMAN. T thank you, sir.
Mr. Marsa. Thank you, Mr. Chairman.
‘The Crammman. The next witness, Mr. Ernie Adamson, Middle-

burg, Va.

’Iflgxe Chair 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. ApamsoN. My name is Ernie Adamson. I am an elderly
lawyer engaged in the 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 IT, 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 [iaying the tax under section 203 shouizl bear
a plate so that we can tell who is paying the tax and who is not. This
E(laato should also be in lieu of any other identification marks that may

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 agreeing 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 Federal 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 belisvve 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 o?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. ell, 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 worse
instead 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 exgenses 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—th.e large, wealthy, regular route carriers,
of course, who take in more money and realize greater net profits,
maybe these things do not anmount to so much to them. But for the
smaller and the poorer truckevs, it has become a major element, and
if the committes is sufficiently impressed with my suggestion, I shall
be happ{ to draft a couple of sample paragraphs and submit them
within the next day. However, I am sure that your staff is entirely
comFetent. They can do the job better than I could.

That is all I have to say, Mr. Chairman.

The CrarmaN. Thank you very much, Mr. Adamson.

Are there any questions

Senator Doucras. 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. Apamson., 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. _ o

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, re(yin.rdless of the money he
Pays out to the States, and something must be done. :
Thank you.
The Caairman. Thank you, Mr. Adamson.
(The following was subsequently received for the record:)

HEAVY-SPECIALIZED CARRIERS CONFERENCE,

. Washington, D.0., June 7, 1961.
CHAIBMAN, SENATE MWARCE COMMITTEE,
U.8. Benate, Washington, D.C.

Dear Sm: In regard to my statement before the committee this morning, 1
would suggest the following additions to section 203, title XI, HL.R. 6713
“Any and all taxes collected under the provisions of this section shall be in

lieu of any and all taxe3s imposed by State or local governments, upon the same
vehicles, T ‘

“Each and every vehicls subject to the provisions of thig section, upon payment
of taxes accrning hereunder, shall display a suitable plate or identification mark
to be prepared and issued subject to reasonable regulationg promulgated by
the Secretary of the Treasury. Such plates or identification markers shall
be in lien of any other or further identification marks that may be required by
the governments of the several States, except in the State or States wherein

tha vehicle or vehicles are domiciled.” -
Yourg very truly,

KRNIE ADAMBON, Attorney.

~_The Cramman. 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, ALLIED GASOLINE
RETAILERS OF FLORIDA : :

Mr. Herzer. Mr. Chairman and members of the committee, my npine
is James W. Heizer. I am executive secretary of the Virginia Gaso-
line Retailers Association, with executive offices in Roanoke, Va. Iam
also a director and chairman of the Committee on National Legisla-
tion for the National Congress of Petroleum Retailers,

T 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 petrolenm industry and is comprised of State
and local associations of gasoline retailers and automotiye service sta-
tion 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 highway system. We recognize the need for Fed-
eral 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
objectives of our national policy-—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.

ervice station operators are the only business group in the oil in-
dustry who are subjected to this inequitable burden. 4

It is a burden which Congress did not intend, and which is contrary
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
bagis of the gasoline tax as a highway user measure, and equitable
treatment for small business. S

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. oo

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 already 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

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 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
grovisions that service station retailers pay gasoline tax at time of

elivery 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 gagoline sold by the producer or importer thereof,
or by any producer of gasoline, a tax of 3 centa a gallon.

Public Law 85- 342 added a subsection that:

On and after October 1, 1959, and before July 1, 1001, the tax imposed by
this section shall be 4 cents a gallon. o
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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 fnto bulk storage tanks, and who (2) elects to register
and give bond with respect to the tax imposed * * *, :

‘This latter provision wag added to the law in 1959 so that oil job-
bers would not be required to prepay the gasoline tax to refiners on

rasoline which would be lost through evaporation and shrinkage be-
ore 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, ami) 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-

e:

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—sinoe a certain percentage of the gaso-
line which he purchases and on which he pays tax will be lost in the
gronnd 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 through evaporation and
shrinkage. ‘

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
Tetailers as compared to its impact upon any of the large oil company
suppliers which also operate substantinl 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.

-y
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Surely ic is contrary to the principles of equitable and sound taxa-
tion to Kandicap 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 structurc 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 ;lgasoline 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
1s 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 August
31, 1954. Tt 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 exchange
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 Evanoratiomn
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 thig 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 tables show that gasoline
shrinks about 6 gallons per thousand for every 10° downward change
1n 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 60°.

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 60° most
of the year, and in some areas, particularly the Southern States,
substantially all of the time; and for every 10° by which the tem-
perature of the gasoline when delivered exceeds 60°, 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 114 and 2 percent.

- Atiached as exhibit C is “Evaporation and Loss Analysis of Re-
tail (Rasoline Dealers in Macomb, Oakland, Washtenaw, and Wayne
Counties of the State of Michigan.” This study was prepared by
L. V. Messersmith, certified public accountant, Detreit, 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:

Pércent Percent
Georglf o e 2.0 | North DakKotf o oo 1.0
B 3 103 5 U S 2.0 Utab . 1.0
Minnesota e 1.0 | Wisconsin_ .o __ b
Michigan____ . 1.0 | Tennessee_ e N3
New Hampshire_ ... ____ 1.0{Colorado. e 1.0
Idahoo e 1.0 TexXa8mm e b
OBO e 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 Oflice of Price Ad-
ministration in compuiation 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 shrinka]ge and evaporation, now borne by service
station operators, should be corrected by amendment to the bill now
under consideration by this committee.

Bills to relieve the ineguitable burden now borne by service sta-
tion operators through re

unding 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 committes 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 nﬁminist"rative 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
application therefor, pursuant to Internal Revenue Code section 6120.

n purchases of gasoline used for various other nonhighway pur-

oses and for local transit systems, 2 cents of the present rate of

Federal gasoline tax is refunded 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 Cuamryan. What would be the amount of loss?

Mr. Hewzer. 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,gU.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-
ti01111 losses, nonhighway use portion of this total was 6.1 billion

allons.
g 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 r>funds 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, and 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 this inequitable situa-
tion and we thank you for the privilege of presenting our position
to your committee,

The Cramrman. 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 Cuairman. The 2 percent allowance would mean $35 million,
isthat correct? And the 1 percent would be $175,000¢

Mr. Herzer. Yes, sir.
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The CrairmaN. Do you have a justification in the data you sub-
mitted with respect to the 2 percent ?

Mr. Hrizer. Yes, exhibit A at Key West, the study made at Key
West Naval Base,showed a 2.2 and 2.8 percent loss.

The Cuairyan. Was that study made in Florida, that you just
spoke about ¢

Mr. Herzer. 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 »xhibit (. attached, is a study made by
certiﬁeg public accountants and 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:)

ExHIiBiT A

VAPOR SALVAGE SYSTEMS, INC,,
Miami, Fia.

Study of normal evaporation losses, Navy Ezchange, U.S. Naval Base, Key West

Gallons
Amount dispensed per stock records

High test | Regular

Inventory at beginning, July 27, 8.m_ . i 2,285 1, 504
Gasoline received from July 27 to Aug. 13. .. oo ceecccceiacam e eeaanas 10, 355 117,705
Totalavallable. ..o e ciimccaccccmcameaecn—— 12,640 19,209
Less inventory at end, Aug. 13, DM, o oicacncemoeeacccncarancesancamcacamacn. 2,207 1,832
Amount dispensed per 8t0ck reOOrds. . e o comeaeeenecinee e 10,433 17, 467
High test gasoline Regular gasoline
Amount dispensed per meter readings
A B A B
Mater readings atend, Aug. 13, p.m. . .oooeaiie... 42,632 04,119 101, 381 06, 456
Meter readings at teginning, July 27, a.m.............. 37,894 83, 649 88, 345 92, 508
Dispensed per meters. . ..veeeeecaacveacacanoeanen 4,738 5,470 13,036 3, 048
Add Aand B ecreicrnenea]renaeamaan 4,738 |oocaeeoo. 13,034
Total dispensed, each t¥po...cneveecemmeceenaenn.
Evaporation 1058, each type. .. oo occ e iaeieecaccaennn.
Percent loss high test, 225/10,208.. .
Percent loss regular, 483/16,084

1 Approximate monthly throughput 46,000 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 officlal U.8. Navy per--
sonnel in charge of the facilities in question.

JosEPH ABELOw, President.
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Exnisir B

Study of normal evaporation loases, fudl ‘;le;:ot, building 64, U.S. Naval Base, Key
- Wes

Start of test: August 9, 1954,
End of test: August 20, 1954,
Place of test: Fuel depot, building 54,

Messured Gallonage
gallons edjuste
to 60°
Measurcments at storage tank:
Aug. 9, inventory at beginning of test . . oo coiae i aeaiaeas 2,503.0 12,611.6
Aug. 11, recelved . e 1,987.0 Jacoeae e
Aug. 12, received o . oo acccccadecmeecaae—en—n 1,016.0 | oo
Aug. 17, received . oo e em—————— 1,993.5 |-l
Total received. ..o i iccmceeaa 5,860.5 1 5,460.3
Total available. . 8,120.5 8,077.9
Aug. 20, inventory at end oftest ..o eeeees 2,728.0 12,685.4
Total dispensed plus evaporation, losses, perstock records...._........ 5,401. 56 53928
Meter readfugs at dispensing pumps:
Aug. 20, end of test . i iiiaccciacacaanan 7,830.0 }oeoenaniaas
Aug. 9, beginning of test. ... 2,443.0 |oooccaa ol
Dispensed per pump readings. oo oo n oo creaaaas 5,393.0 }.ociema.
Adjusted pump reading L T TP 5, 360.8 t§,217.0
Total evaporation loss Aug.9to Aug. 20, 1084 ... ... ... ... 118.5
Percent evaporation, 118.6/6277 .« e .o ct e e aan 2.2

1 Adjusted from 88° using formula 0.0006 X gallons X degrees over 60°,
3 Adjusted from 90° using formula 0.0006 X gallons X degrees over 60°,
di;?l Pump reads 0.6 percent over aotual gallons passed through meter. Adjustment was made for this
erence,

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 officlal U.S. Navy
personnel in charge of the facilities in question.

JosSEPHR ABELOW, President.

Examit C

Derrorr, MicH., January 21, 1952.

RETAT, GASOLINE DEALERS ASSOCIATION OF MICHIGAN, INC,,
Detroit 26, Mich.

DEeAr Sies: 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 Countles
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 thelr accountants,

(2) The completed questionnaires were sworn to by the owners or lessees.

(3) The questionnaires were prepared so as to exclude biag 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 resulis.

(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 891 stations into 10 groups of 40 stations
and made a comparison of the number of gallons of gasoline sold to owners and
drivers of motor vehicles with the number of gallons handled by the retail
dealera.

The summary of our analysis is as follows:

Number of stations ! Cost in 8ales in Diflercnce Percent

gallons gallons loss
530, 127 522, 484 7,663 1.4
633, 570 631, 004 2,676 41
536, 768 525,978 10, 790 2.0
600, 311 603, 738 2,576 4.3
562,012 513,720 X 1.6
720, 221 688,176 32,145 4.5
619, 002 610,014 8,478 1.4
665, 540 658, 462 7,087 1.1
, 388 580, 705 , 1.1
469, 904 464, 282 sy 1.2
5,911, 851 5,829, 441 92,710 1.6

1 Total number of stations, 391,

As may be seen above, the 891 stations sold 5,820,441 gallons of gasoline in
September 1949, but the net purchases of gasoline during the month amounted
to 5,022,161 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 pald the Michigan State gasoline tax and for which they
had not been reimbursed by the owners and drivers of motor vehicles.

l%hls difference of 92,710 gallons amounts to 1.6 percent of the cost of gasoline
80

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 1.8 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 Mississippl, Wisconsin, Indiana,
and New York have this matter under consideration. Representative Beckwith
(Texas) has introduced a Federal gasoline tax bill, HI.R. 1276, in the U.8. Con-
gre;ss 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
x]stud_v, granted retallers of gasoline a 2-percent allowance for evaporation and
088.

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. MESBERSMITH,
Certificd Public Accountant.
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ExHiBiT E

PROPOSED AMENDENT TO FEDERAL HIeHWAY TAx BILL

A BILL To amend the Internal Revenue Code of 1954 so as to compensate retall dealers
©of gasoline for taxes paid orn gasoline which {8 lost due to evaporation, shrinkage, and
other causes .

Be it enacted by the Senate and Housc of Representatives of the United States
of America in Oongress assembled, 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 atter section 6420 the following new section:

Section 6421. Gasoline lost by evaporation, shrinkage, etc. '

(a) PAYMENTS TO RETAIL DEALERS.—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, :

() TIME ¥OR FILING CrAIyMs: PERriop 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 filled on or before September 30 of the year in which such 1-year
period ends. *

(0) LIMITATIONS.

(1) ExeMPT SALES; BEFUNDS.—No amount shall be paid to any retail
g;zaler of gasoline under this section with respect to any gasoline sold by

m——-

(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.

(@) APPLICABLE LAWS.—

(1) I GENERAL—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.

(¢) ReouraTioNs.—The Secretary or his delegates may by regulations pre-
seribe the conditions, not inconsistent with the provisions of this section, under
which payments may be made under this section.

(f) Erreorive 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, ete.”
“Sec. 6422. Cross references.”
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ExHisrr F

ALLIED GABOLINE RETAILERS ABSOCIATION OF FLORIDA,
Jacksonville, Fla., April 28, 1961.
Mr. JaMEs W, HEIzER,
Virginia Gasoline Retailers Association,
Peoples Federal Building,
Roanoke, Va.

DEear J1x ; I have talked with Mr. Joseph Abelow? president of Vapor Salvage:
Systems, Inc., in regard to the study of evaporation losses at the Navy Ex-
change and .at the Fuel Depot, Building 54, U.8. Naval Base, Key West, Fla.
Mr. Abelow states that the starege tanks were located underground at the time:
he made the studies. ‘ '

If any additional information is needed, please let me know.

Sincerely, : ‘
' C - WiLiam D. TUCKER, Business Manager.

The Cuammman., The wholesalers do not have any reduction for:
shrinkage at all, do they ¢

M. Herzer. i‘Io, sir, they do not have any tax loss on shrinkage or
evaporation, because tixey pay tax only on what they sell, rather than
on what they purchase.

. The CuairMan. The big oil companies that bring gasoline 'into a
State pay on the full amount, do they not ¢ ~ B

Mr. Ifn:waa, They pay only on what they actually sell to the service:
station operator or to the fleet operator, whoever that may be.

- The Gxamman, In other words, if there is any shrinkage between
that and the retail operator, they do not collect for it% .

Mr. Hexzer., That is right.

Senator Bennert. 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. Heizer. In that event, the oil company must pay onlg 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 BennNerr. I just wanted to make that clear, because you
have been referring to the retailer. I wanted that in the record.

Senator Morron. Mr, Heizer, 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. :

T just want to say that I think that it is not a auestion 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 iny own B:iate. When we bottle the
disti]leg 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 talkk about from time to time,
this kind of relief, I think we ought to give it to the retailers, also.

Senator WiLrLiams. Arethe progucts equally explosive ?

- Senator Morton. I would not sny that they are equally explosive,
but sometimes they are.

The Cuarmrman. 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 Camman. Thank you very much, sir.

Mr, Herzer. Thank you, sir.

The CuairmMan. 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.,, WASHINGTON, D.C.

Mr. Krey. Mr. Chairman, gentlemen of the committee, my name
is Edward V. Kiley, and I am director of the department of research
and transport 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 progerty, for-
hire and private. e 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 hiihway 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
eximnded highway program. It has always believed that an equit-
ably financed program is necessary in 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.

W%‘xen Congress enacted the Federal Highway Act of 1958, it
provided, pending further study, that virtually all of the revenue
ﬁoing to the highway trust fund would be from special taxes on

ighway users. At that time, the special highway user taxes already
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beinff levied, but which were going into the Government’s general
fund, 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 l11>11‘0\;'i£:,ion has ever been made for true general fund
support of the highway %rogmm. To the contrary, the only addi-
tional revennes for the highway trust fund have come from additional
]‘ﬁ%\hW&. -user taxes.
+'The ifation’s motor carriers, together with other highway-user
ups, have had good reason to expect some tax relief. The present
%:\‘v)v, calling for a reduction in the motor fuel 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, thers was’more 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 grogmm. :

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
ng%nt to be an unrealistically low finding in view of the admitted

efits 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 to be kept on its original schiedule. But there is no provisior.
In pending proposals that this limited contribution of 8 percent be
made to the trust 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 hialf has been in the trust fund since passage of
the 1956 act. Since the revenues from remaining one-half of the
10-percent tax 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, buses, and trailers, is
a highway-user tax and Zull 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. 6713
E'roposes to raise an additional $198 million on an annual average

asis, through increased highway-user taxes. Thus, all of the addi-
tional trust fund money being provided, $362 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 motot
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-highweajy-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 Fercent of all motor vehicles, but they
will 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
aning all of the remaining half of the 10-percent tax on new trucks,

uses, and trailers, which-will go to the trust fund, this means that
of the $362 million annually, that will be added to the highway trust
fund, $306 million, or 84 percent is truck and bus tax money.,

A large intercity truck, a five-axle tractor-semitrailer combination
with a gross weight of. 49,000 poundsy.ig currentl {mying $1,019 in
special Federal tayeso the highway trust™fugpd. I¥ R. 6713 adds an-
other $126 annu4lly to this truck’s tax burden, sy increase of 12 per-
cent. Inaddifion, this truck is paying $193 annually in Federal high-
way-user tgXes that go to the (ove nt’s general Yund. H.R. 6713
would take $156 of thisynd place it in the trust fuxd, for a total
trust fuad taxpayiy ; ly. In additiop, this truck.
will cgfitinue to pay taxes on p ensories and, lubricatin
oil which will go to the géper? not to the highway\trust fund.

Thjs increase in trucK fgxsg s at A time when tlie Nation’s
motof carriers, like many businesgeg/throughout the cquntry, are
struggling hard to keep [rhpidly risi osts frgm complédtely over-
takinjg ever-ngrrowing profit mdrgins S~

thought, as has\ieen s

motoy carrier qperations ;
shippers or congumers,is\complpte
Natiok’s for-hirp mofor carciefs g stern fompetitive
battle with the railfoads. In t}is‘l'gst 2 years, mg#Or carriefs have been
subjected to a predatory raté“cutting cainpaigd that hagplaced truck
operators\in a despergte financial\conditiops” Caught between a de- -
pressed ratg level and‘\rapidly incpeasingCosts, the pdotor carrier in-
dustry is in Ro position to Eass oni additional costg6f operation. In-
creased costs m“it be absorbed, and there is no prdiit sponge to absorb
them today. L

In testimony befordthe Committee ays and Means of the U.S.
House of Representatives, we cited 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,
expenses of approximately %5,651 million, leaving a'net profit of only

some, that increasdd costs of
since they are passed on to the
eons.and unreahstic. The
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$109,300,000 with $54 million, left after Federal income taxes. The
-tax increases proposed in the original proiaosal 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

uarter 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 T and class IT
carriers, in {wo 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 II 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 taxload resulting from the pyramiding of Federal
and State taxes.

The intercity truck, mentioned above, which is currently pa “12{1 a
total of $1.212 in Federal highway 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-

ening. Truck operators cannot afford to pay increased taxes at the

ederal 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 o'{)lerators 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 Means Committee 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 foreed,
reluctantly, to recommend that the program be tailored to fit avail-
able revenues. The alternative of punitive truck taxes was unaccept-
able. We frankly told the committes that we were being benefited
to death., We could not afford any more benefits.

During the hearings before the Ways and Means Committes of
the U.S. House of Representatives, in statements made before this
committee, attempts were made to justify truck taxes higher thah
those proposed in HL.R. 6713. The basis for these high truck taxes
are studies, or perhaps more accuratcly, selected parts of studies,
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made by the Bureau of Public Roads under the directive of section
210 of the 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, althou h we are anxious to do this in
a complete and exhaustive manner. However, a few pertinent facts
-of a vita] nature should be brought to the committee’s attention.

In section 210 of the Highway Act of 1956, the Con specifically
asked for twoy ind only two, studies of the proper allocation of high-
way costs lllﬁ(())’;l the various classes 6f vehicles, In the clear language
of section' 210, Congress requested a study of the'added costs occasioned
by the/larger vehicles and & study of the extent to which various ve-
hicleg benefited froin lgighwqi pro tgms These two aPproaches are
moré commonly known as ‘the “fir erential-cost” ‘or “Incremental”
anglysis and the “differentinl-benefit” analysis. \

. /Only one of these sthdies, the .differential-benefit anulysis, has been

:s¢nt to the Congress dﬁjx corhplets maxner. ‘Selected parts of the in-

mental analysis hatg been presentéd, first to the s and Means
Committee of the H 1&€2@‘Bepresenthti'yes and now to this committee.
Howaver, the c‘bm&)l]eté- tudy, showing ifi necessary detdil how the re-
gults were gbtained) is still to chmé. jn . ]
| The trucking indust
-soundest approack to‘determininfr -highway. cost respgnsibility. We
haye confidence in the findings of & practi(ig incremgntal study, but
neither the trucking industry, nor anyone else, can fully evaluate and
dischiss the Bureaw’s sttidy until we have seén it in coyiplete and proper
form _All we have seen so fak is a ¢urve on a chaft and a few para-
_graphs‘of preliminary text of’a generalized natufre.

What we do know, however, is that a theoreti¢al approach to the de-
terminationof the effect of vehicles on highway costs, as differentiated
from a practicai-approach, can be the basis for {ust about any con-
-clusions one wishes to-draw._.For#xample, 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
traflic 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 roads, we will have
entirely different findings. ' 5 :

We believe that a practical, realistic, incremental study will show
that trucks are paying their fair share of high\'vizgecosts. We need s
practical study to show the extent to which this beliéf is valid. We
cannot test it with a theoretical approach, nor, do we believe, can the

n . ,
- 'The completed “differential-benefit” study, which has been sent to
the Congress, clearly refutes the charge that truck taxes should be

g:aé gupported. the incremental/method as the
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higher. Under the provisions of ILR, 6713, the five-axle truck com-
bination mentioned earlier, will be paying $1,301 in highway trust
fund taxes, Its annual tax responsibility, ns determined by the Bureau
in the benefit study, is $1,085, or $210 less than it is paying or wonld be'
paying under ILR. 6713, In short, this vehicle will be paying more
than its fair share.

I would like to add herve that, in conmeetion with the benefit. pro-

ram, which is a valid approach, we ave told that higher taxes may
0 justified because of benelits,  Iventunlly, these benefits will come
when this highway program has reached a stage where these roads
are in continunl use. Today, we have only about a quarter of the
roads finished in a very atomized or seattered fashion.  What we are
being asked to do is pay today for benefits tomorrow.  Some of these
{axes will be so high that trucks will not be around to veap the hene-
fits we are paying for,

Wae 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 practieally ali, elements
of highway cost on the basis of weight, these studies found trucks to
be underpaying. Congress has consistently rejected the ton-mile
theory of highway taxation, as did the Federal Coordinator of T'rans-
portation and the late Thomas H. MacDonald, who was Commissioner
of the Bureau of Public Roads for a quarter of a century.

Of more importance, however, is that the Bureau’s preliminary
incremental findings, incomplete through they may be, contain the
Bureau’s considered conclusion that approximately 80 pereent of high-
way costs have no relation to the size or weight of vehicles. (Ob-
viously, the ton-mile theory, which treats all costs as being affected
equally by vehicle weight, is n worthless measure 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 State
highway taxes; and the industry’s firm belief that there is no practi-
cal basis to support the charge that trucks are 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 this 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 pre-
carious 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 aware 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. 6718, 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.

The Cramrman. Thank you very much, Mr, Kiley.

Are there 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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(‘The statement referred to follows:)

STATEMENT oF JAMES F. PINKNEY, VICE PRESIDENT, RYDER SYsTEM, INC., MiaMg,
Fra.

My name ix Jumes F. Piukney. 1 am vice president, Ryder System, Ine,
Miumi, Fla. My Washington address is 1710 H Street NW., Washington 6, D.C.

The Ryder System owns (rucking compnuies operating at present in more than
25 States, its principal operations being in the southeastern and central puarts
of the United States. It i3 1 of the 10 largest trucking compuanies of the country,
serving thousands of communities in bhoth interstuate and intrastate commerce,
many of which stre not heing served by any other mode of transportation. It isa
publicly owned company with more than 5,000 employees and 8,500 stockholders.

We must oppose the administration's proposal sharply and drastically to fn-
crease highway taxes for reasons stated by Mr. Kiley of American Trucking
Axsoclations, lne.  Farthermore 1 wish to point out the effect such taxes would
have on our company.

Our 1960 net before tax revenue was $257.243.  We estimate 1961 net before
tax carnings of approximately $£310,000 (although we lost money in the first
quarter of 14461).

e taxes proposed by the administration would fnercease our Federal high-
way use taxes, which in 1960 were $762,000 by $6:37,000—an Increase of 83 per-
cent,  As Indicated above this increase would be more than twice our 1900, and
our 1961 net before tax revenues, In addition to the figures given above we pres-
ently are paying in special State highway levies $1,980,000 and in Federal taxes
on new cquipment $424,000. We ulso. of course, pay all Federal and State
income, property, and other normal taxes.

These specinl highway taxes, Federal and State, aggregated in 1900 £3,166,000
or glmost ¢ percent of our gross carrfer revenue of §33 million.  Our net before
tax profit in 1060 from our truck operations was less than one-half of 1 percent
of that revenue,

It is obvious that even the taxes proposed by the House of Representatives
will be extremely burdensome. ‘The additional taxes sought by the adminis-
tration could be disastrous, This is a conerete example of a tax proposal
which conld destroy the ageney taxed—in this case an agencey which is a vital
segment of our great publie transportation system,

1 wish next to refer specitically to the diesel fuel tax proposal. We use
over 12 million gunllons of diesel fuel each year ns we have paid the consider-
ably higher price for diesel equipment in order to reach for more efiicient and
economieal power units. A differentinl of even 1 cent, much less the 3-cent
differentinl sought by the administration, would so increase our highway tax
burden that we would have to give serious consideration to returning to less
efticient and lexs economieal line-haul power equipment in order to stay in
buginess, assuming we could dispose of our diesxel power units.

We believe our situation to be typical of the other regulated trucklines of
the conntry, both large and small, as the overall figures given by the ATA wit-
ness demonstrate.

Truckline earnings have been declining in recent years, not primarily because
of poor general businesx conditions, but primarily because of (1) incrensed
costg of labor, taxes and equipment, and (2) the competitive situantion {n trans-
portation, Because of this serlous competitive situation and the general de-
cline of common carriers, hoth of which are currently being considered by the
Sennte Commerce Committee and by one of its subcommittees, freight rates
have declined and there is practically no prospect of increasing them in the
forescenble future in order to offset increased costs or taxes.

Our company has already paid into the Federal Treasury many hundreds
of thousands of dollurs ar a result of the Highway Act but to date we have
recelved no appreciable benetits, nor do we anticipate such benefits for years to
come,

It Is respectfully submitted that in the interest of preserving a sound national
transportation system, of which the trucking industry is an essential part, and
in the long-range interest of completing the Federal Highway System, to which
the truck lines contribute so substantinlly, the Senate should not fmpose the
additionnl taxes requested by the administration.

“The Cramyan. The next witness is Mr. James H. Hanes, Petro-
leum Equipment Suppliers Associntion.
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STATEMENT OF JAMES H. HANES, PETROLEUM EQUIPMENT
SUPPLIERS ASSOCIATION

M. Haxes, Mr. Chaivman, gentlemen, my name is James 1L Tanes.
T am appearing on behalf of the Petrolewm Equipment Suppliers As-
sociation which has its excentive oflices at 1701 Fiest. City National
Bank Building, Houston, ‘Tex. 1 am the chaivman of the tax, insur-
ance, legal and legislative subcommittee (commonly ealled the T1LL
subeommittee) of the service companies group of that association,
I am not. employed by the Petrvoleum Equipment Sappliers Associa-
tion, but work as the general attorney and member of the operating
hoavrd of Dowell of Tulsa, Okla,  Dowell is the oil field serviee divi-
sion of the Dow Chemieal Co, and is a member of the association,

The Petroleum Equipment Suppliers Association is a national trade
association composed of companies which supply specialized equip-
ment, material and services to the petrolenm industry.  The associa-
tion has three subdivisions: One being composed of the manufactur-
ers of oilfield equipment. and supplies; the second heing the suppliers
who operate stores and sell and make delivery of sueh equipment and
supplies to oil and gas operators; and the third being the service com-
panies which furnish highly specialized services to the oil and gas
industry. ‘This presentation is being made on behalf of the 2i service
company members, and one of the service companies which is not a
member of the association.

It has long been realized in the oil industry that certain highly spe-
cialized services can only be cconomically and efliciently offered by
ovganizations which are’set up to furnish services to all companies
drilling and producing wells in a given area. Many of these are small
companies and many of them operate in only one area. These com-
panies do not. produce or sell any oil or gas themselves. Tn order to
provide such services as well logging, cementing, fracturing, acidiz-
ing, testing, directional drilling, perforating, mud sorvice, fishing,
and specinlized 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. "Tn 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 turning to the main point in my 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 that is drilled today has a number of
these specialized services performed on it. Usually a 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
earth formations traversed by the well. The result of this logging op-
eration generally determines whether or not. the person drilling the well
goes ahead and tries to complete it as o commercial well or abandons:
it as o dry hole. In either event, cementing 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 the hole, if dry. This cement pre-
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vents the contamination of fresh water or other zones by the flow of
fluids from one formation to another through the well bore.  In most
ases State conservation hodies require the cementing of all wells,

If the well appears to be promising, the prevailing method of com-
pleting wells is to cement. a pipe rig{;t through the producing forma-
tion and then have another service company erew bring out its special-
ized equipment to perforate through the pipe and the cement into the
seleeted area in the enrth,  This perforation may be performed either
by shooting bullets, shaped charges, ory, more recently, by abrading
holes through the pipe and cement. by pumping a shuery containing a
solid abrasive material through an orifice at very high pressures and
rates,

When this process is completed a well may be tested and the owner
will then determine whether or not one of the stimulation treatments
will be applied to the well to increase its eapacity to produce oil or gas.
It has been estimated that the use of these stimulation methods, of
which fracturing and acidizing are the prime examples, have incrensed
the recoverable oil reserves in this country by approximately 5 billion
barrels.

After a well has produced for some time it is often found desir-
able or necessary to perform additional services to remedy problems
which arvise or to further stimulate production.  In this ease, also, the
service companies are called as needed to perform such tasks. .

The service companies participating in the TILL Subcommittee
act.i‘vit.ios 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 renson for my appearance here today.

- It is the belief of oil hold service companies that the nature of
their operations and the vehicles used in these operations warrant an
exemption from the payment of the tax on use of highway motor
vehicles.  These vehicles are similar to vehicles which have already
been given an exemption under the current regulations governing
the payment. of this use tax. In all of the discussions we have seen
concerning the passage of H.R. 6713, which doubles the highway use
tax, the basic reason for the increase of the tax has been to require
trucks to pay their “fair share” of the cost of the new highway
construction. In the case of the service companies serving the o1l
and gas industry, we feel that we are at present paying far more
than our “fair share” 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 bo when it is completed. I would like
to attach that map.

The Cunamaran. Without objection, it is so ordered.

(‘The map referred to is as follows:)
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Mr. Hanes., Superimposed upon this map are a number of circles
which show the operating stations currently in use by Dowell. I
believe that Dowell's stations are representative of the 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
Commerce Commission, the petroleum servicing companies indicated
that. the avernge distance they travel to perform a service operation
is 59.5 miles. ‘The circles shown on the map give an approximate
indication of the areas serviced by each station assuming an average
distance traveled.

You will note that comparatively few of these circles are on the

roposed Interstata Highway System. Iven though a station may

located near the interstate highway, 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 gns 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 diggers, 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 desian is
furnished by the manufacturer, II’n 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

70680—0¢t——10
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of services wherever they are required. e submit that the vehicles
we use, as finally completed, are equally entitled to the exemption
granted other off-highway vehicles.

Wae request the following exemption as an addition to section 4483
of the Code, as a new subparagraph (d):

Seecrarizep On, Fi1eLp Service VEHICLES.—No tax shall be imposed by section
4481 on the use of any motor vehicles npon which is mounted specinlized equip-
ment used in the drilling, logging, completion, cementing, stimulation, testing,
or reworking of ofl and gas wells.

Granting us this exemption would still leave us subject to a basic
exciso 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 and maintenance of
highway systems.

I have here a few pictures showing the ty}{)e 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 commodities along the highways.

We appreciate this opportunity to appear before you today and
we trust that you will recognize the 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. IHave you received this picture of the trucks? Ilave
they been distributed?

Senator Bexyerr. We have them.

Mr. Haxgs. 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
blatch process of treatment by the unit shown on the blue and yellow
sheets.

Senator WirLrrams., Does this equipment—is it used on the high-
ways?

Mr. Haxes. Occasionally, yes, sir.

Senator Williams. Did you ask for exemption on the basis that you
do not use the Interstate System? Isthat correct?

Mr. Haxes. That is correct. We use, as I pointed out, 26.5 percent
of our use is on totally unimproved roads. But we do find it necessary
to use highways from our stations to these points of operations.

Senator WiLLiams, If we recognize that principle, would not most
farmers come under the same classification ? ‘

Mr. Haxes. I think most farm vehicles which come within this
weight limitation are now exempted.

Senator WiLLiams. Not. when they use the main highways with
trucks going back and forth from town.

Mr. Haxes. The farm trucks you mentioned are trucks hauling
standard commodities, whereas our vehicles are really our manufactur-
ing plant. DBecause our customers 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 Bex~err. What is the tax imposed by section 44817
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Mr. Haxes. That is the heavy, or 26,000 pounds. The present rate
is $1.50, and this is being doubled.

Senator Benxnerr. Will you pay the gas tax?

Mvr, Haxes. Yes, sir,

Senator Benxerr. And all the rest of them ¢

Mr. Haxes. The rest of them are insignificant, I guess the figure

ou have been hearing today, the total amount, is insignificant to you,
ut it is pretty important to these small companies. I think ours is
the largest in this business, but the others are small.

Senator Bexxerr. The farmer gets his exemptions on the gas tax.

Mr, Hanes, Yes, sir, .

Senator Benxerr. Are you asking for similar exemptions?

My, Haxes, Well, the fuel we use in })erforming treatments actually
comes within the exemptions. The fuel we use in our vehicles, we have
not asked for an exemption from that.

The CuamyaN. Thank you very much, Mr. Hanes.

Mr. Haxes. Thank you, sir.

]'{hos % 1amrMaN. The next witness is Mr. A, Lee M. Wiggins, Harts-
ville, S.C.

STATEMENT OF A. LEE M. WIGGINS, HARTSVILLE, S.C.

Mr. Wicoixns, Mr. Chairman, my statement will be informal and
brief. I represent no organization and no industry. I am appearin
as an individual who, you might say, is a friend of the President’s
highway tax program. :

I might, for background, say that T 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, but
through the action of the Congress and the administration, the pub-
lie _de{)t was reduced $17 billion. So it is easy to remember that
seriod.

l. b;enator Wirtrays. That was the 80th Congress period, was it not,
sir?

Mr. Wicains., Yes. T also served as special assistant to the Secre-
tary of the Treasury, and in successive administrations for a period
of 5 years dealt with the Internal Revenue 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 committee is because of my interest
m and concern for a sound tax structure and sound fiseal 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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hiﬁhway rogram of the Federal Government under the expeditious
schedule that is contemplated.

Now, the problem arises from the fact that, like many Government
Inmects, the costs have increased about 50 percent. The question is
1ow 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 make 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 T 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 the user. Now,
without going into findings and studies that it seems to me have
been going on for a long time, and were of a comﬂmhensive 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 higiuvay rogram. They get shorter mileage, less
congestion, easier grades and curves, 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 fi
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 8.5 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-
templated under the President’s program. . .

ow, 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 Eer vehicle-mile for the larger
gasoline-powered trucks, and it runs from six-tenths to 1%, 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 o
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 Eounds 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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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 Egint I would like to make, gentlemen, is to supg)ort the é)OSl-
tion taken by this committee, under the leadership of Senator >
of pay as you go, and a use tax for those who use the hi%lg)vays to pay
for them. In my opinion, there should be no diversion from the gen-
leul;a.lhfund of the Treasury of manufacturers’ excise taxes to pay for

ways.

%n mg 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 re]i»resent 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 hi§hway 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 hifghways, such as on public lands, it seems
to me, should be paid out of the highway trust fund, becauss they are
as much a part of our highway system as other roads.

According to the estimates 1n the Bureau study, we are placi F
some $60 million of nonhighway use taxes in the higi\way trust fund.
On the other hand, out of the ieneral fund, we are (I)aying something
like $139 million for roads in the public domain and access 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 generai 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
gnd lfhat constitute an expense to a corporation in the 52-percent

racket.

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 com}l))letion on schedule of
our highway program by having the cost met by the people who get
the benefit of using hiﬁhways.

. The Caamrman. Thank you very much, Mr. Wiggins, for a very
interesting statement. .

Senator Harrke. Mr. Chairman, may I ask one question ¢

The CHAIRMAN. Senator Hartke, _

Senator Harrxe. Mr. Wiggins, you feel that trucks should bear a
heavier load, is that right ¢ ,

Mr. Wicerns. 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. f
" Senator HArRTkE. Where was your last employment ? '
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Mr. Wicarns. With the railroads. Before my retirement I was
.chairman of the board of the Atlantic Coast Line. ‘ .
" 1 might say that I have just retired as an active business executive.
My experience has been in manufacturing, merchandising, farming,
transportation, and a few other. thmfs. . ) .

The CrARMAN. I had very cordial relations with you in Wash-
ington, and remember the fine work that you did here.

Are there any further questions? ) o
" Senator Dovaras. Well, may I say that I think Mr. Wiggins has
a distinguished record as Under Secretary of the Treasury, and I
have always re%nrded him as a great public servant, and have a great
deal of respect for him.

Mr. Wiacins. Thank you very much, _

Senator WiLLiams, 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 great deal of respect for Mr. Wiggins.

The CHAIRMAN. The Chair has been asked to insert in the record
a letter from James D, Mann, managing director of the Private Truck
Council of America, Inc., enclosing his statement in behalf of that
organization, i
‘ The letter and statement referred to follow:)

PrivaTE TrUcK COUNCIL OF AMERICA, INC,,
Washington, D.O,, June 7, 1961,
Hon. HArnY Froop ByRrbp,
Chairman, Finance Commitice,
U.8. Senate, Washington, D.C.

Dear Mr. CHAIRMAN: We will be most grateful if you will include in the
record of the current hearings you are now conducting on title IT of H.R. 6718
the enclosed statement containing the views of the Private Truck Council of
Amerieca, 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 husinesses, 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 COUNOIL
or AMERICA, INc.,, WASHINGTON, D.C.

The Private Truck Council of America, Inc., 18 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 iway with any organization that represents or speaks for for-hire motor
carriers. .

We appreciate the opportunity to submit 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 ithportant part of their distribution sys-
tems, . !

.
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. The council has a 'long record of supportiug better highways and was among
the user groups which endorsed the highway program as approved by Congress
in 1956, ‘The council, as well as other highway-user groups, Is coucerned over
the constant drift away from the original concept of that program. Prior to
1956 Fedcral ald for highways was provided totally out of general funds,

In approving the Federal-Ald Highway Act of 1956 Congress recognized that
part of the cost of the new 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-
:uulxﬁt:helr full and proper proportionate shares of the costs of providing those

acilities,

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 in the cost. e 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
belleve 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 cascs when
their operating costs are increased, which will result if 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: - .

“Ag manufacturers we have, by use of advanced technologies, been able to
accomplish economies which have served to prevent disastrous increses 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 iucrease in diesel fuel would essentially destroy the value of the
diesel engine in highway vehicles. The additional investment in diesel engines
and their welght 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, ahout 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 antjcipate 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 $5,031.30 annually based on actual con-
sumption of 197,710 gallons for the year 1960.



146 HIGHWAY FINANCING

“Tge Federal highway tax would increase $8,500 for units in excess of 26,000
pounds,

“Highway tires would increase $116 based on actual purchase of 50 new tires;
inner tubes by $8.80 and recap tires by $382.98, all based on 1080 baslis.

Tax Present Proposed | Additional
annusl tax | annual tax cost

Diesel fuel.....coeuee eees] $7,004.40 | $18,839.70 031,30
Highway trucks. - -..cnneoeoeommomasmen- : 1,500.00 | ~ 5,000.00 ”Zaoo.oo
Highway tires. ...cconeecnncccccccscccraccencecercavesecosccssacanas 439.00 585.00 116.00
INner tubeS. oo ceecacnaecccrcecccrersanvnnenccsrmccsncnararcanacas 87.20 06.00 8. 80
Recap tires... . mecescrcmascessennnsssnnanann 166. 52 549. 650 382,98
TOLAl. ceeeecacreccmeecenccoccocsooncecscensassnasmcennssnannne 10,101.12 § 20,040.20 9,939.08

“A textile manufacturer, operating 88 tractors, has submitted the follow'ng
g)mpae;ison of the present tax schedules with those proposed by Presldent
ennedy :

Present | Proposed | Parcent
tax tax

increase
181,50 1$5.00 233
.08 .10 2%
.09 .10 11
.03 .10 233
.04 .07 5

41 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 1060 operations:

Present Proposed Increase

tax oost tax cost in cost
Federal highway use tax (33 tractors) .. _..occceeccinacnnnn- 475.00 $8, 250.00 778.00
Tires and mbeS? ......... (. .-!.--- . ‘?: 670. 52 2,088.16 %, 417.63
Retread rubber. o .ov oo oo ccecccccacccccccancaccccnccononnnen 589.25 1,962.20 ,372.05
Diesel fuel (416,008 gallons) . oo eecvccoavne 16, 643. 92 29, 126.86 12,482.04
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 materlals 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 IX
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 apecial attention

»
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overy time speclal 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 CoamaaN. The next witness is Louis W. Prentiss, of the
American Road Builders’ Association.

STATEMENT OF MAJ. GEN. LOUIS W. PRENTISS, USA (RETIRED)
EXECUTIVE VICE PRESIDENT, AMERICAN ROAD BUILDERS’ ASS0-
CIATION

Mr. Prentiss. Mr. Chairman, I am Louis W. Irentiss, executive
vice president of the American Road Builders’ Association, Wash-
ington, D.C. The association I am privileged to represent is a fed-
eration of highway interests representative of all sagments of the
highway industry with total membership in excess of 6,000. Its
members include Federal, State, county 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 aggear today in support of the measure now
before your committee, H.R. 6713. Based upon our long association
with the Federal-aid Iuﬁhway program, it is our studied opinion that
the time has arrived when legislation to firm up the ﬂnanchig of the
grogram is absolutely essential to the orderly progress of the National
Gystem of Interstate and Defense Highways grovided for by the

ongress in the Federal-Aid Highway Act of 1956. Firm financing
is basic to long-range programs. Without firm ﬁnancin%; loni-ran
programs revert to lo -rax(llge planning. It is only when the ra%:
of construction is established and assured by firm financing 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
matchingefund‘ requirements will be and to take such legislative steps
as may be necessary 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 1t
made provision for steppini; 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 lenrned 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 continuing 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 highway 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 &n‘ogram 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. 6718 meets, in our
opinion, the test. of equity, distributing the costs of the program fairly
among the beneficiaries. :

Qur 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
socinl and economic patterns of our society. YWe believe that proper
development of our highway systems is the key to future progress in
all areas of economic endeavor and in opening opportunities for a hap-
pier life for every citizen.

There are those who insist that the tasos provided in the bill before
you are both discriminatory and destructive, e do not agree that

. the additional taxes proposed by H.R, 6718 will result in any economiec
distress. On the contrary, all 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
outstripged 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
b§ tl;: Bureau of Public Roads as 4 to 1 or $4 of benelit to each $1
of cost. :



HIGHWAY FINANCING 149

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 ﬁx:owdmg
safety-engineered highways adequate for today’s traffic. Highways
of the interstate type reduce accident frequency by 6624 percent and
the fatality rate by 50 percent. For a nation killing in excess of one

erson every 15 minutes and experiencing 1,500,000 injuries anuall
1n 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 illions 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 Fros erity.

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

recision. Our highway network plays an important role in the
implementation of this concept of mogility.
.R. 6713 will make possible—
a; A balanced construction program.
b) Alongrange program.,
¢)- A soundly financed program, and one which will permit com-
pletion of the 41,000-mile Interstate System reasonably close to the
original tar%et 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 eople 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 CrarMaN. Thank you very much.

- Are there any questions$

Senator Harrre, Yes, Mr. Chairman.

Are you in a hurry to catch your plane? ,

Mr. PrentTiss. I was in a hurry to keep from delaying you.

Senator Harrke. Well, I am in no hurry. I have a Jot 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 benefits—
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 deferenco to my dis-
tinguished ¢ wmirman, for whom I have all the love in the world, but
I disngreo with his amendment, that is all. It is that simplo, They
said yesterday that provided the so-called Byrd amendment could be
removed, the program conld be accelerated by 2 years. Would you
be in favor of nccelerating this program and giving these benefits to
the people earlier if it could be done under n method of financing which
is commonly used in business concerns?

My, PrexTiss. T am of the opinion that the sooner our highways are
built, the better it is going to be for our country, and that in my opin-
ion, any speeding up of the highways will bring to our people a very
appreciable dividend in the form of these benefits, and we shall start
getting them 1 year or 2 years eavlier.

Senator Harrir. These dividends, in addition to these fringe bene-
gig th?nt you spoke of, are real, are t‘hey not? They are really some-

in

Mv, Prexnriss. The benefits ave expressed in reduced operating costs
for private vehicles and for trucks. They are expressed in the reduc-
{;)1.?;3 of accident costs, which, as I said, last year amounted to $6.4

illion,

Senator Harrre, $6.4 billion a year?

Mr. PrenTiss. Last year,

Senator Harrke. This adds another feature that I did not even have.
T 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. Prextiss. 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 Harrke. 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 $4.2
billion, 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. PrenTiss, Yes, sir.

Senator HARTKE. Now, we have seen here in recent days a lot of
publicity about the humanitarian aspects involved in trying to save

eoples’ lives with tractors. If we put our tractors to work on these
Xighwa‘ys and accelorate this program, we can save 4,000 lives a year
on these highways, according to the Bureau of Public Ronds 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. PrenTiss. 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 Hartxe. That is right. Now, on these lives 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 CrARMAN, General, you know the addendum. You do not
contend that having good roads everywhere is going to save more
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lives, As o matter of fact, the better the road is, the greater the
speed, and therefore, more lives are lost. That was true on the
ennsylvania 'l‘urnpif(e.

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 deficit financing, because that 1s 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-ns-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
tglenernlly is going to avoid any accidents whatever. Nobody can do
that, sir.

r. PrenTiss. Mr. Chairman, I would like to say that the accident
history on the interstate-type hi hways shows that the frequency,
the accident frequency, is reduced by 6634 percent.

The Cuamraan. That is where you have three- or four-lane high-
ways,

Myr. PrenTiss. That is the interstate-type highway.

The Cramsran. 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 peo%le 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.
Vir%inia has a pretty good road system on a }m-y-as-vou-go basis. I
would have to resist any effort by my good friend from Indiana to
repeal the Byrd amendment.

enator Hanrrke., 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 vear. 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 ¢

(My. Prentiss nods.)

Senator Harrke. This means we could avoid 410 personal injuries
of our follow citizens here every year. This comes at the rate of one
injury every 2 seconds.

Now, 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,
n 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 be a good investment for our fellow citizens?

r. Prenriss. T feel that of all the public works programs with
which I have had an experience, and I spent 85 years in the Gorps of
Engineers of the Army, highways have the highest benefit-cost ratio
of any public works I'huve_ had any experience with.

Senator HArRTRE. 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.

My, Prexriss, Yes. i .

The Citamyan. IHow long have you been with the American Road
Builders’ Association?

Mr. Prexriss, A little over § years, sir.

The Ciramraran. In 1058, when the Byrd amendment was suspended,
you had a chaotic condition, did younot? Contracts were let and they
did not have the money to pay for them,

Mr, Prenriss, That is right. In other words, the Byrd amendment
was suspended insofar as allowing contracts to be let. YWhen it came
time to pay for them, the Byrd amendment was not suspended.

The Curamarax. I just want to point that out, that we tried suspend-
ing the Byrd amendment. for 2 years, and we had a lot of complications,
and money was not available to }my 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
improving the roads. Tt just does not make sense, although I feel
that the four- and six-lane roads where the traffic is better may elimi-
nate some.

Mr. PrexTiss. T would like to say that the American Road Builders’
Associntion feels that the progress that can be made under H.R. 6713
is reasonable, and that it will give us a reasonable date of completion
of the Interstate System.

Senator Doveras. Mr. Chairman, may I ask a question?

Go ahead, Senator Williams,

Senator WirLrasms. During the last 2 or 3 years, even with the Byrd
amendment, do you think we have made substantial progress in ex-
panding our roadbuilding program?

Mr. PrexTiss. I think we have made excellent progress.

Senator WiLrrams. 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 the
highest death record? You would not attribute that to the improve-
ment nade over the last few years, would you ?

Mr. Prevtiss. 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 WiLrLrams. And 8 years from now, will it be greater again ¢

Myr. PrexTiss. 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 over these holidays when people are
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a]erlteld and aware of the accident danger than it is to travel during a
weekday:.

Senator WitLians. And based upon those same statistics, even
though we expand the roadbuilding program, or accelerate it, you
are still going to get an expansion in the accident rate over a period
of years in the future, is that not true? e hope it is not; is that
not true?

My, PrexTtiss. In my opinion, we are going to continue to have an
increase in our accident rates so long as the automobile population 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 Wirrtams. 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 ean accelerate 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?

Mr, PrexTiss. Yes,

Senator Harrke. Will the Senator yield at that point?

Senator Winriams. 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 in 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. Prextiss. Insofar as the road construction industry is con-
cerned, I think that what we have got to recognize is that you get no
place by setting up 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 WirLrams. Then you would not favor paying the tax neces-
sary to finance it ?

Mr. PrexTiss. I think that those engaged in the highway industry,
overy segment of it, should be paying their fair share of this highway
program, as does every other citizen of the United States.

Senator WirLianms. 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. Prextiss. I think it would be a good investment for our people
and for our country.

Senator WirLrLraams. Then you would recommend and endorse such
an increase in taxes?

Mr. Prextiss. 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 Douaras. Mr. Chairman, the response of the general to the
question Senator Williams raised provided the answer to the question
Ishould 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 ?

Mpy. Prentiss. 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 Doucras. Well, now, are you in favor of both of these
plans simultaneously ¢

Mr. PrenTiss. As far as my association is concerned, we support
either one.

The CrARMAN. Which do you prefer?

Senator Douaras. Yes, that is what I want to know.

Mr. Prentss. I would prefer to have the one that is halfway
through all ready.

Senator Doucras. Could the answer to that question be read?

(The answer was read by the reg:orter as recorded.)

Senator Douaras, Why is that

Senator Bennerr. Halfway through the Congress.

Senator Douaras. Why is that ¢

Senator BENNETT. Because—“the bird in hand is better than one in
the bush.”

Senator Doucras. I do not think they have “the bird in hand.”

General, you interest me verg' much.

Mr. PrenTiss. We studied the House compromise and came to the-
conclusion that it was a fair and equitable solution, and therefore, we-
support it.

enator Doucras. In other words, you favor having a portion of
the cost met from the general fund of the Treasury, is that correct?

Mr. PreEnTISs. Yes, sir.

Senator BenNNerr. 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 Doucras, I understand, but my question was with respect
to acceleration. So on the existing program, you are in favor of hav--
ing a portion of the cost met from the general funds of the Treasury.

Mpr. PreNTiss. In that connection——

Senator DoucrLas. Yes or no, General?

Mr, PrenTIss. Yes.

Senator Doveras. 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 proFoses 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 which 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 Douaras. And it leaves less in the general fund to meet.the-
other purposes of the Government. :

Mr. PrenTiss. Yes. I do think, however, that in order to have a.
program on a pay-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 8 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
Isay 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
mayonnaise, whether it is vinegar or oil or egas. When it comes out
of the general fund, it is money for the highway trust fund.

Senator Douvaras. It is less money, however, for the Government to
carry ?out other purposes, and increases the deficit for fiscal 1962, does
1t not

Mr. PrenTiss. That is why, in my opinion, it is a contribution from
all of the people to the program rather than just highway users.

The Cramnan. Let me ask you this question, General, Do you
think the new revenue raised by the House bill i1s adequate to meet
the situation confronting us?

Mr. Prenmiss., Yes, sir. I think this, the Congress, in its wisdom,
has seen fit to direct the preparation of new cost estimates in 1966,
1967, and 1968, The Congress recognizes 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-

ram with the financing assured to permit it to proceed at what we

eel 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 %'ogram.

The CramRMAN. Practically all of this money, as you know, comes
from use taxes, the taxes of people that use the roads, and under the
Bgrd 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-

uate to meet the conditions confronting us of increasing traffic on
the roads within the immediate future.

Mr. Prentiss. I think it is a reasonable solution.

The Cuamyan. 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. PrenTiss. Yes.

The CramyaN. Thank you very much.

Senator HarTkE. 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 ioss, 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 earry 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 6624 percent would be re-

70880—61——11
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f}ected. And these figures are based upon experience, not upon
theory.
Sexeat.or Hartke, Thank you,sir.

My, Prentiss. Thank you very much,

The Ciamnan. Thank you very much,

The next witness, Mr, Ross R, Ormsby, Rubber Manufacturers
Association.

STATEMENT OF ROSS R. ORMSBY, PRESIDENT, RUBBER MANUFAC-
TURES ASSOCIATION, ACCOMPANIED BY W. J. SEARS, VICE
PRESIDENT AND RESIDENT DIRECTOR, WASHINGTON OFFICE,
RUBBER MANUFACTURERS ASSOCIATION

The Crnairyay., Proceed, sir.

Mr. Onysny, My name is Ross R, Ormsby. I am president of the
Rubber Manufacturers Association, Inc. Our principal office is in
New York City. I am accompanied by W. J. Sears, vice president
of the association and resident dirvector of our Washington oflice. We
appreciate the opportunity of appearing today on behalf of the manu-
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 vi orous]fr suml)ort.ed the expanded Fed-
eral-aid highway program nng the planned completion of the Inter-
state and Defense Highway System, Ve 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, FL.R. 6713 still
carries excise tax increases of 25 percent on tires, 11 percent on tubes
and 6624 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
%ires lnnd. inner tubes the administration recommendations were fol-

owed.

IL.R. 6713 is a compromise measure and is clearlf 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 amonit,g all taxpayers.

From 1932 to 1956, through the depression, World War II and
Koren, special automotive excises paid into the general fund $24.3
billion. During the same period, the total Federal appropriations
for highways, including even the WPA. and PWA projects, amounted ~
to only $11.2 billion. While there was no trust fund (iuring this
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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 Hi%hway System was an essential rond require-
ment that had to be completed on a fixed schedule, in addition to the
historical Federal-nid systems covering the A-B-C rouds. Initinlly
this act ulso created the highway trust fund, to which was dedicated
certain existing and increased nutomotive user taxes. Although the
act was designed to authorize and finance the Interstate and Defense
Highway System, as finally enacted, it gave first priority on the high-
way trust funds to the historical A-B-C road system. Any imbalance
between revenues and total highway costs were to be at the expense
of the Interstate System.

Had the 1056 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
would 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 resFonsibility 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-
nue Act of 1956 finds the responsibility 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
stt]mdby 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 acerue to all of our citizens, user and nonuser alike,
by completion of the Interstate System and continuation of the regu-
lar Federal-nid 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. o ‘
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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 antomo-
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; :

If all excise taxes now dedicated to the lﬁghw:g trust fund are
kg‘ 3 at current rates without any of the scheduled changes of the
1959 act—

1) The trust fund will receive over the next 1114 fiscal years
$37.6 billion ; ) .

(2) After paying all remainin% interstate costs of $30.8 billion, &
balance of $6.8 billion will be available for the A~-B-C system ;

(8) To meet the total A~B-C system cost of $10.8 billion we recom-
mend an additional $3.8 billion be made available from existing rev-
enues during the next 113/ fiscal X:CM;

(4) During these next 1114 fiscal years Federal automotive taxes
will Eaf into the general fund $22.9 billion and after pa?'ing 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. )

(8) Congress would not have to raise user taxes over current levels.

4) It would make available to the trust fund nearly 65 percent
gf the funds required to finance the A-B~C system on an expanded
asis.

H.R. 6713 meets our recommendation in part, since it devotes $1.8
billion over the next 1114 fiscal years from current general fund
sources. This is an annual average of $157 million; our proposal re-
quires an annual averaﬁe 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 7.8 percent of the total interstate and A-B-C
program costs, being less than the incomplete nonuser assignment of
8 percent in the section 210 study.

.R. 6718 augments the general fund compared to the 1959 act,
adding $2 billion of highway 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 hlﬁhway rogram—some 7.3 percent—is.
properly the general responsibility of all of our citizens. With re-
spect to future economic growth, we believe that the highway pro-

i
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gram is of substantial and significant importance and one that the
public sector of our economy should 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 hiﬁhway 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 356 to 100 years.

Mr. Chairman, that completes our statement.

(The attachment to Mr. Ormsby’s statement follows:)

Federal highway costs
[In millions of dollars)

1. Total interstate and ABC program costs, fiscal 1957 throuogh 1972 e $52, 468
2. BExcise taxes to highway trust fund, fiscal 1857 through 1961 (nét) ceccrcaeao 11, 006
8. Funds required, fiscal 19062 through 1972 A1, 457
e — ]

4, ABC program and other requirements, fiscal 1962 through 1072 e cccacen. 10, 608
5. Interstate System requirements, fiscal 1962 through 1972 80, 854
Total 41, 457

Federal taz revenues and thesr allocation, fiscal 1962 through Sept. 30, 1978

Millions of dollars allocated
Reoeipts
Interstate ABO Balance
and defense
6. Current trust fund items at current rate (net). $37,641 $30, 854 $6, 787 0
7. General fund, motorist taxes......ccaveaece-- 22,870 0 3,816 $19,054
Total .
80, 511 30, 854 10, 603 19, 054
NOTES

1. Based on $37 billion interstate, ABO at $0.925 billion through 1963 and biennially increased by $25
miilion 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, H, Rept. No. 326 and reports of the Internal Revenuse Service.

Senator WiLriasms, Mr. Ormsby, you have made a proposal how
we can balance the expenditures in the highway trust fund by takin
from the general fund. Now, what would you do in connection wit
balancing the general fund after you take this $3.6 billion from that?

Mr. Orussy. 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 pu.rﬁ)oses. We would hope that the Congress will be
able to evaluate all other costly programs of the Federal Government
la;l(ang with this proposal and that i1t will come out with a balanced

udget.
1 St%u:;t?or WirLiams., You are hopeful, but do you think they can
o tha

Mr. Ormspy. We leave that in the hands of Congress,

Senator WirLiams. 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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Mvr. Ormsny. Noj; I would not offer any suggestions at this time as
to what you might.

Senator Winnrams. We get those general statements very often, but
rou realize weo are already confronted with a deficit this year and a
arger prosrective 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 huve some suggestions for a pro-
gram we can eliminate ; T would like to have that.

Mr. Ormspy. Senator, we feel that the equities of the program ave
as we suggested, Obviously, we believe that IHLR. 6713 goes part way
to meeting our point. It is certainly much more ncceptable to us
than wonld be the proposals made in the tax message. If it is not
possible at this time to do more than H.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 WinLiams. Do you think that the overall expenditures of
the Government should be balanced ench year in periods such as we
are now engaged in?

Mr. Onrmsny. Yes, we do. We would like to see them balanced each

rear,
) Senator Winnrazms, Even though it necessitates higher taxes?

Mr. Onrasiy. Obviously, we would hope that the balancing would
come about by reducing expenditures rather than by increasing taxes.

Senator Winniams, s one who has tried to support that principle
\ll]SllCC(;Ss'fu"y, we still get back to the point, what do you do if you
cannot ¢

Mr. Oryssy. Well, we certainly feel that—I think we would say
to you, Senator, that n proper cvaluation of all of the ealls and
demands on the Federal funds could bring about a balancing of the

budget without increasing taxes.

Senator Winniays. I am inclined to agree with you, but when we
approach that problem 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
sitnation that everybody is for a reevaluation of all of the programs
except “the one that, I am interested in.”

We have to take the “one that I am interested in,” and you are inter-
ested in, and rate that as well as solve the others, if we are going to
choose that objective.

Do you not. recognize that?

Mr. Ormsey. 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 that if you could net possibly balance
the budget except by passing H.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,

?gnator WirLiass. Deficit spending does create inflation, does it
not ?

Mr. Orarsny. That. is right.

Senator Wiurniams. 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 thing we are trying to get$

Mr. Oraspy. I do not propose deficit financing.

4
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Senator Bexnert, It seems to me, unless you give a more definite
answer to Senator Willinms’ 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.

My, OrMsny. 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 gn.lanced excopt through passing H.R. 6713, it does go part way
in nieeting our proposal and, consequently, we are prepared to accept
it.
Senator Bexnerr. 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 ronds without drawing on funds which, u
until the time this bill is passed, will have gone into the general fun
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. And 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 imterests me. You make the point on page 2
that from 1932 to 1950, 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 Pmper 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 who 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-
in§ the next 1114 fiscal yenrs to use on other Federal programs.

Ir. Ormsey. 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 highway 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 Congress 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 general fund expenditures.

Senator BenNerr. But proEortimmtely, roughly 60 percent of the
automotive taxes were available to support the general fund in the
years prior to 1956. If we could at present draw on 60 percent of
the automotive taxes for the general fund, we would be in much
better shape than we are. '

This principle, and this 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
mtiy accrue to that group. ) L.

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 donot?

Mr. OrMspy. I am not qualified to answer that question properly.

Senator BExNNETT. 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. Onmsey. 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 BENNETT. You have said that the hi%hway 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,

r. OrmsBy. Mr, Sears, would you like to answer this?

Mr. Sears prepared our table.

Mr. Sears. 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, $3.8 billion,
8o you would reduce the total amount going to the general fund to
‘$§9 (ll)illion which, compared to the total of $60.5 billion, is about a
third.

Senator BeNNerT. About a third, that is right.

Senator Wirrrams. Does that include the corporate tax paid by the
-automobile companies?

" Mr, Sears. Oh, no.

Senator Wirr1ams., This is just excise tax$

Mr. Sears, 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 fund 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 1134 fiscal years—should be on an annual appropriation
basis from the general fund— \ :
‘bagﬁnabor BenNETT. In other words, you are willing to shift that

Mr. Sears. In competition with foreign programs, with housing,
with distressed areas and all other competing programs. ' ,~
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Senator Bennert. I will not argue with you about that except that
prior to 1956, when we had the ABC system on the annual a%pro-
priation basis, it only took 40 percent of the revenues that came from
the 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
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 to
point out that there is inequity in the tax program from their point
of view. But when we tlg to correct the situation with respect to
the other taxpayers, created when we try to correct the inequity the
talk about, then the next group comes in and says: “You have create
& 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. Sears. Well, ‘you see, since 1956, every time you have a problem
with the hiihway program, the only way seen fit to answer it is bly
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 BennerT. 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. Sears. We feel that automotive transportation in all its facets
gives more fundamental support to our domestic economy than a lot
of public spending——gublic sector siending for other kinds of pro-
grams with which we do not philosophically agree.

Senator BENNETT. The three men who now sit here on the com-
mittes 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 bei
shifted—should be shifted here without (}uestions and we shoul
replace them by excise taxes on someone else’s product or by increased
:ﬁcome taxes or by increased deficits, because we have to replace

em. :

. 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 thres of us voted against, does not make it any easier. The
Congress voted for these Federal spending programs in spite of our
op&osxtmn. 'The problem has to be met.
. Mr. Orusny. That is true. However, we do think that this.small
investment that might be made from the general funds over 1114
ears would dividends as far as this program is concerned. We
‘think. it would lead to the benefit of our country and actually inures-

to the benefit of new generations in the years ahead.
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The Cuatraan. Thank you, Mr. Ormsbg.
The next witness is my good old friend, George J. Burger of the
National Federation of Independent Business.

STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL
FEDERATION OF INDEPENDENT BUSINESS

Mr. Boraeer. Mr. Chairman, gentlemen, I am George J. Burger,
vice president in charge of legislative activities, National Federation
of Iil)d(e)pendent 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 su yorting membership of any business organization in our
country. We have membership representation in federation chapters
in almost all of the Nation’s congressional districts, including Alaska
and Hawaii. T 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 tho 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 the committes as a professional
trade association representative in view of the fact that I have had
better than half a century active experience as an indepndent 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.

Tt appears, up to this moment, that. the greatest expression of alarm
coming from independents is the injury that their businesses would
suffer in infleting 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 TI 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. I.. Sanderson of Tire Service Co., Spokane,
‘Wash.,advised usin regard to the proposal:

Again we find ourselves in the situntion where the small guy is the “fall” guy.

This gentleman knows the score because he has had extensive ex-
perience over the many years,

The Paul E. Hawkinson Co. of Minneapolis, Minn., one-of the
original prodicers of tire recappilg 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 levy% That 1s 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, 1961.
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 a112y way influenced by members of the Business Ad-
visory Committee? We are making no charge but, nevertheless, it
should be thoroughly checked into. . .

My, Chairman and wmembers 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

0., Oakland, Calif.—one of the most responsible producers in tread
rubber in the Nation, whose business we believe is confined 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
materinl tread rubber, the propesed increase is equivalent to 33%4 percent of
the commodity cost. I cannot tliink 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 1I 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 nfford 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 Cramyan. I'am very sorry. The Senate is voting and we
must leave immediately for the Senate floor. We shall try to get
back at 8 o’clock to complete the hearings.

Mr. Burger. What time? '

The CuatrmAN, Three o’clock. We have a vote in the Senate that
might cost us $10 million. 'We have to vote against it.

Mr. Burcer. I will be back at 3 o’clock. ,

The Cuamman. 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 BESSION

- Senator Bennerr (presiding). The committee will come to order.
The chairman has been required to fo to another meetinfr and you will
have the experience of being presided over by a Republican until one
of my Democratic colleagues comes along. We will go forward with
Mr, Burger’s testimony, and pick up where he left off.

STATEMENT OF GEORGE J. BURGER—Resumed

Mr. Bureer. 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, eady quoted.

Tt’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 II the cry
from the housetops was the need for a conservation ?‘rogmm 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.

Waell 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
glbber producers believed in that theory. It happened in Great

ritain,

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.

gIt 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. T 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. .

-
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_ It is to be noted that Mr. J effers, as Rubber Administrator, appear-
ing before the Senate Small Business Committee on April 8, 1948,
when the same dpropqsn.tmn 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, My view is this: I hold no
brief for the big rubber companies. I think it is importaut and imperative
that the independent be permitted to operate.

Finally, Mr. Chairman, the indes»endent 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 sold, whereas the independent has to pay that tax.

And to penalize efliciency 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 tire sales and
servicing field to monopolize the sale and serwcin% 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 recappin,
field be maintained within our economy. To levy an unjustifi
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 BENNETT. Thank you, Mr. Burger. Just for the record,
you remember another man Burger who always loses his case?

Mr. Burcer. Well, I am not him. He does not belong in my family.

Senator BENNETT. 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 a%'eciate your testimony.

Mr. Bureer. Thank you.

Senator BENNeTT. 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 Corrox. Tappreciate the opportunity to appenr before your
committee to urge it, during its consideration of H.R. 6713, the KFed-
eral-nid highway bill, 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 intent
to tax 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 nctunlly been paying the gasoline tax
on gasoline which they do not have in their possession to sell. It
was not the intent. of Congress to tax or penalize the retail distributor
for losses incurred in his normal and common ways of dispensing this
motor fuel. e 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 throngh his wholesaler, consnmer 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.

ien 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 customer’s automobile, were 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 atmosllxhere before being sold.

3. Five hundred, and one thousand-gallon storage tanks were stand-
ard in those dags, while today most service stations bonst 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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mifht 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 vnlue of
which represents tax which he has paid at the time of purchase and
recovery of which, rather than being assured, is subject to many
conditions that present possibilities of loss. The fact that he has his
money tied up in pre}mid 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 the tax upen the gasoline he buys at time of purchase; and
because he is not otherwise permitted reimbursement for those pre-
paid taxes which he 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 seldom, if ever, 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 he 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 Georgia for over 5 years; in the States of Utah and Colo-
rado gasoline retailers receive a 3-percent rebate; in the State of Michi-
gan 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
spillage 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.

My, 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. Thus 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 tanks 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 1 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 faily 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
tem?erature.

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
asphalt or concrete thus becoming virtually a cold storage plant,

he gasoline is drawn from the 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 degree 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,

t is definitely off-highway use and represents a prepaid tax ex-
nditure that the service station operator loses because it never can
sold to the highway user and so collected back.

Senator Bennerr. 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 C0., ROSEBURG, OREG., ON BEHALF OF NATIONAL
LUMBER MANUFACTURERS ASSOCIATION; ACCOMPANIED BY
FRED C. GRAGE®, REGIONAL MANAGER, WOODLANDS DEPART-
MENT, INTERNATIONAL PAPER CO., AND WILLIAM T. JOBE, JR.,
ASSISTANT GENERAL COUNSEL

am secretary of the Roseburg Lumber Co., Roseburg, Oreg. With

Mr. Svoparass. Mr. Chairman, n}ename is Jack E. Snodgrass. I
me this morning is Mr. Fred C.

ragg, regional manager, Wood-
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Innds Deg‘artme'nt, 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 an

uestions that the committes may have with regard to the proposa
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. 6718 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 messa%e, that users of public highways should support high-
ways which they use. Lo )

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 1people quarrel.

Title II of H.R. 6718, 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 amendment 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
progosal is contained in the statement presented by Under 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. & O. Railroad whether they ever
ride that or any other train.

This hearing, therefore, 18 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 BenNerr. May I interrupt at this point to make an
observation ¢
Mr. Snxoparass. Yes, sir.

(710680—81-~r12
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Senator BENNETT. 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.” And when we
have hearings on social security they call those “contributions.” They
do not call them taxes. This 18 just a little aside. I hope it does not
throw you off.

. Mr. Snoporass. 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 federall
assisted highways. Consequently, the lumber industry feels that it
is patently unfair and unreasonable 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 1s a summary of the proposal that we offer this com-
mittee for its consideration as an amendment to H.R. 6713, Mr.
Chairman, T ask that this proposal be inserted as part of my state-
ment in the record, at the conclusion of my remarks,

Senator BEnNErT. That will be done.

The ringing of the bell indicates a vote, which means that T must
go back to the floor. Consider your %roblem 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 ¢

Mr. Snoborass. We will await your return, Mr.. Chairman.

Senator BennEerr. That is fine. I will come back as soon as I can
get Il%ack. ;I‘he hearing is recessed until the further call of the Chair.

ecess.
~ Senator Bennerr. The committee will cometo order.
~ Mr. Snodgrass, ‘

Mr. Sxoparass. 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. ‘Ithas fourparts: ‘

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 Bennerr. 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 lands?

Mr, Snxobarass. Yes,sir. . . ‘ '

. 2. It allows a tax refund of the increase in tax for trucks.operating
on public lands under an agreement requiring private construction and

maintenance of the road system.
t
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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. Tt 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 BENNETT. On No. 8, 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, Snobarass, Yes.

Senator BENNETT. Thank you.

Mr. S~oberass. 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 ‘)roposed tax increase on heavy logging trucks that operate exclu-
sively on the kind of roads entitling the owner to a tax refund, would
be approximately $140 per year per truck. We estimate that there
are approximately 10,000 such units o erating 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 the 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 schedule
showing his beginning inventory of fuel plus his purchases, supported
by the original copy of the dealer’s invoice, less ending invento
and less amount used on public roads, leaving the balance on whic
the refund is claimed for fuel used on private roads. This total claim
for refund must be detailed by each vehicle involved. - o

Based on many years:of experience in Oregon, T can state without
'quu‘]?ﬂcntion that the administration of a refiind 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 Bexwnerr. I suppose that you would like to have the other
material attached to your statement and inserted in the record.

Mr. Snobarass. Yes, we would.

Senator BENNETT. 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. Snopgrass. This is a summarization of the proposal for the pay-
as-you-go system which was prepared by the research staff.

enator BENNETT. I see that some of it is repetitive.

Mr. Snobarass. Yes.

There are some additional facts in it which we feel should be here.

Senator BExNETT. 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. SNobGrass. 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. Jose. Perhapsitis. Vermont is the only State.

Mr. Snobcrass. It is a typographical error because Vermont is
the State. ,

Senator BEnNETT. I thought that we did have it. You picked the
right State. Ihave no further questions. ,

I think your testimony is very clear. I appreciate your being
patient with me and with the committee in waiting,.

Mr. Snobcrass. We, certainly, appreciate coming before you.

Senator BenNETT. The attachments will be made a part of the
record at this point. '

(The attachments follow :)

ProPOSED REFUND OF HIGHWAY USE TAXES IN THE CASE oF Orr-HIGHWAY
: UBE oF Vm;xcme ’

In order 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-
ing legislation, President Kennedy has called for additional income to the high-
way trust fund of approximately $900 mlfllion more per year through fiscal 1972,



HIGHWAY FINANCING 176

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. Inorder to accomplish this, the President asked that the present gasoline
tax of ¢ cents per gallon be retained beyond the current expiration date. He
&180 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 26,000 pounds from $1.50
per 1,000 pouhds to $5 per 1,000 pounds over 26,000 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 O cents to 10 cents per pound, and an increase in the

on tread rubber from 3 cents per pound to 10 cents per pound.

Title II of H.R. 6713, passed by the House of Representatives on May 4, 1961,
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 $3 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
lurfely on privately owned or privately maintained road systems in the forested
regions of our Nation.

The forest products industries feel it i1s 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 thefr present
level of support—construction of highways on which they have no beneficial use,

Since the revenue provisions of the highway bill, H.R. 6713, 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 thatsin 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 II 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 &
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 1s 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 nrivately owned nronerty or
other nonhighway roads. To prevent abnses, it 18 pronosed to give the Treasury
broad rulemaking power, authority to require adequate records, and to put the
burden of proof upen the nerson claiming a refund. ¥Fraud penalties, such as
accompany section 8420 of the code (added by the 1aw extending a similar refund
allowance in the case of gasoline ured by farmers in off-highway use), are also
pronosed bt not shown in the attached amendment. ' ' ’

The pronosed amendment wonld appear to follow well-established procedures
and avoid any undue gdministrative problem. The growth. of mator fnel and
other similar user taxes by the States as a means of financing their own high-
way programs hag necessitated a recognition of the need for exemption. or re-
fund wrovisfons for nnonusers, and they. have develoned well-defined nrocedures
for allowing either exemptions or refunds in the case of taxes imnosed.upon use
of a motor vehicle or upon fuel where.the operation is entirely or partially
over. privately- owred, or privately maintained roads, Tn almgst all instances,
the refund method is in preference to an original exemption.in. the case of
fuel nsed off the highway. . . T
., Studies by the Federation of Tax Administrators show 'that gl but three
States have refund provisions in the case of gagoline taxes, and the cost of
administering such refund provisions is negligible in comparison to revenué
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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 peculliar requirements of the
Jogging 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 Ifiaho and Oregon, both of twhich
make allowance for -refunds in the case of fuel consumed by motor vehicles
operated ‘on’ privately owned or maintained roads, A summary of these pro-
visions is attached. (8ee exhibit A,) , !
__The theory underlying the proposed new and additional taxes provided in
H.R. 6718 is that highway users should pay for the expanded highway con-
struction program. ' O. D. Martin, Jr., Under Secrétary of Commerce, reinforced
this Judgment in his appearance before the House Ways and Means Committee
on March 14, 1061 ; , A
© "It is a sound business principle that such a highway plant be paid for by
charges to its customers at rates which, are relnted 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 systemn, the State and Federnl 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 na such, but rather a schedule of rates to
“be charged the various users who receive varying amounts and kinds of ser-
‘vice. It i no more proper that those who do not ride the tacllity 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. & O. Ri!I-ond whether they ever ride that or
any other train. , . .
“This hearing, ‘therefore, i8 really to set n fair schedule of rates for. services
to be received. The proposal of the President {nsures that mo onec is to be
‘charged (or tazed, as some are saying) unlcas ho chooses to use the scrvice pro-
vided by the highway plant itself, and the price he-is to be asked to pay is pro-
‘portional to the amount and kind of srevice he buys. No user is to be allowed to
use the system without paying, nor on a preferentinl 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 a load but demands
that the other fellow also carry hisshare.” [Italicsuppled.] ... . Coe
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
.ponusers. 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-
complishing the equitable goal outlined by the President and his chief adminis-
-trative officers charged with responsibility for the operation of the Federal high-
‘way.program, . T - ~ S AR :

'AMENDMENT TO OBTAIN A REFUND OF HIGHWAY USE TAXES IN THE OASE.OF OFF-
~ " HIGHWAY: USE OF VEHICLES - -

In order to achieve an equitable tax treatment of highway motor vehicles
operating on private property or on priva ely constructed or maintained roads
on gupllg- Jproperty, the following amendment. 18 proposed for inclusion in H.R.
6713 as a new section to title IT of that bill, Tt would amend the existing sec-
tion 6416 of the Internal Revenue Code of %954 in a manner which will permit
a practicai administrative manner for handling refunds, It 18 contemplated that
an annual g_lagm;jtor refund would have to bhe substantiated . by, appropriate
recordkeeping, ‘coriiparable to that employed in one of the several States pres-
ently permitting ?fund' for similar tryck operations, The examples provided
in the,"rgt,achmen . (exhibit A) of the rédcordkeeping réquirements in Oregon
and Idpho prdvide an example of the proven practicnbility of this’ program,
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AMENDMENT

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 therefor
a semicolon and adding two new subsections (R) and (8) as follows:

“(R) If a highway motor vehicle, whether licensed to operate upon a publie
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 (&) (1), (8) or (4) of section 4071, or section
4081, or such highway motor vehicles is one in respect of which tax has been
jmposed 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 {n 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 n pound in the case of subsection (a) (8) of section 4071, or at
the rate of $1.50 per year in the case of section 4481, The Secretary or h
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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"ExnisIir A
Provisions of fuel and motor vehicle use iaxes of the States of Oregon and Idaho
OREGON
Tax imposed Refunds or credits Recordkeeping
A “mills per mile" uss tax for | Excludes application of tax to per- | Requires daily mileage record on
different weight categories“for | sons or lr)xxx)otor vehicles ‘‘when :ﬁvehlcles gnd mogthly‘report
operating over any road or thor- thereon; gives commissioner

ua%gl the hwa§s." the tax

- to be used for public highway
oonstruction. (Oregon Reve-
nue Code 767.325.)

oughfare in private ownership' or
“‘when using any road or thor-
oughfare, other than a State high-
;r:y or coue::);ﬂ roadm ,» pursuant u;
agream any agency o
the gg.ited Btates orywlﬁn a li.
censee of such agenocy, or both, if
the agreement {mposes upon the
user of such road or thoroughfare
the obligation either to construct
or matntain it at his own
or to gay such agenoy or licenses
of suc
siders [
such road * * *, (Oregon Rev.
enue Code 767.035).

other broad supervisol We
ers. “R to! an': lF‘i’m-

forcement vairglons" (Ore-
gg;xwl)!)eveuue Code 767.405-

IDAHO

A “mills per mile’ use tax for
different welight categories of
ocommercial vehicles based on
mileage operated over State
highways, (Idsho Code
40-127.)

Allow deduction at time of payment
for “miles traveled on roadways
maintained with private funds by
agreement with the public agency
or apencies having jurisdiction
over the same.” (Idaho Code,
40-127.)

uarterly report uired on
leleagoy opemtedmgver State
roads; vehicle owner required
to maintain records and to
purchase documents to justify
use of rate schedules in code;
Benamas provided. Idaho
ode 40-127a.)

OREGON

6 oents a gallon tax on gasgoline
and motor vehicle fuels usable
as fuel for operation of motor
wehicles, wg regon Revenue
Code 319.000.)

Provides refund to person using fuel
for operating a motor vehicle,
whether licensed to operate upon
the public highway or not, if used
over privately owned, or prlvatel‘vl
bullt or maintained roads, suc
refunds being based upon a ?or:
portionate part—*‘the proportion-
ate part s be b upon the
number of miles traveled over
such roads” as compared to the
total - vehicle m . (Oregon
Revenue Code 319.320.)

Authorizes secretary of state to
impose recordkeeping and re-
fund requirements. (Oregon
Revenue Code 819.320.)

IDAHO

6 ocents a gallon on special fuel
used Ingﬁany motor vehicle

Allows refund to person who has
paid fuel tax, either dlrectly‘gr in-

cial fuel

Licenses required of s
monthly

dealers; records an

while operated upon the high- directly, where fuel has been “‘used reports required of both dealer
way"’ (&Px is collected at time for purposes other than for the pro- |  and user; penalties provided for
of salo by the seller from the pulsion of motor vehicles upon the faiflure to keep records. (49
user). ({daho Code 49-731, [éubllc highways ¢ ¢ ¢’* (Idaho 1daho Code 733, 734, 735, 740.)
) 0 49-736, 737.)
OREGQON

6 cents a gallon use fuel tax im-

?oeed' on- motor ‘vehicle fuels

diesel, etc.). (Oregon Revised
Statutes 819, 520, 530.)

Provides exemption for fuel used in
propelling yehicle ““over any road
or tho gfm in private owner-
ship,” or over any road bnilt
ma‘ntalnec!l by the use gt lm’ (;wn
oxpense under agreement w| n
azgt.;c{. (Oregon Revised Bmz
utes 319, 540.)

or

se fuel tax license required of
user; faithful performance bond
req emblem ‘required. to-
be displayed upon vehicle;
monthly  repo required.
(Oregon Revised Statutes 319,
550, 570, 600, 690.)

!
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Aspecls of State gasoline tax refund adminisiration

179

1 ’l‘axes on certain marine fuels are earmarked for harbor improvement.
atores Source: State Pmctlces in Reh&ldlng Qasoline Taxes, Research Ropt. No. 46, Federatlon of 'I‘sx Admin.

trators, Chicago, Ill. A

Approxlmau
Number of | annual cost
All nonroad | claims proo- | of rdund de-
8tate use re- essed an- partment
funded? nually (salaries
travel and
printi
Alabala. . .veenevenneeenn .- 9,000 $50, 000
{10 .- 333 ®
Arizona. . 18,854 50, 000
Arkansas, .. 28, 000 , 000
California 90, 000 265, 000
Colorado......... .- .- 55,800 69, 000
Connecticut. ... ceee 12,000 12,000
Delaware. 4,000 (0]
Florida. ... ———- .- - 38,000 2, 500
Qeorgia.. o 55, 500 110, 000
Idaho 37, 500 16, 500
Illinois.. 330,000 2'
Indiana. 200, 000 !
YT T 460, 553 10, 000
Kansas. . cevmennconenan 250, 000 )
Kentucky. reecvmeesmeeeraveeonresmenenanneerene 21, 300 40,000
Loulsiana... - 41, 900 60, 000
Malne. 10, 500 ®
Marylend. . 60, 000 50,000
Massachusetts 20, 000 25,000
Michigan .- 170,000 - 90, 00
Minnesota .- 3£0, 000 102, 000
Mlsslﬁié)pl. - - 13, 500 52,000
Misso! - 162, 000 16. W
Montana. . 49,347 37, 500
Nebraska. 71,239 101,016
evada )y 200 »
New Hampshire - 12,000 (?
New Jersey. 61, 000 05, 000
New MeXi00..cucceceneaanocareccacan- 24,200 52, 000
New York 60, 000 (0]
North Carolina ———- 21,380 29,000
North Dakota. 66, 000 54,000
Ohio - 200, 000 150, 000
Oregon - ...ceccececcecancannan . 38,000 40, 000
Pennsylvanla [0} [0)
Rhode Island 800 6,000
.South Carolina. . eemmmmeemmmmcmeeesesemmm—. 25,000 25,000
South Dakota. 93,000 50, 000
Tennesses. . 45, 000 8
Texas. 205,618 !
Virginia . . 120, 000 70,000
ashington . - ceea 36,000 40, 000
West Virginia 30, 000 22,000
Wisconsin. .. 204, 000 10}
Wyoming 4,700 4,000
Dlstrlct of Columbia._.. 1,250 (0]
! Not available.



180 HIGHWAY FINANCING

Loa TruckIing Facr SHEET, 1060

U.8. 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.

Estimated number of logging trucks operating on private or privately main-
tained roads, 25,000,

Average annual volume of logs haunled per truck, 000,000 board feet.

Average miles traveled per truck, 20,000 miles,

Estimated taxes imposed per truck:

Present Proposed Refund

Qasoline/dlese) e ee e carncarecnecrcccccerecostnaccanncecces $120 $120 $30
RUDDOL...ccceerecrceccccorarerssconsacasasorcasssecncnnennnes 43 85 12
Welght. .« ccrecceeicccccecroscnscccccocrrconmocnnnrsenenes 40 80 40

Total..cceeecennes cevecsanccerensns e . 203 255 82

Estimated total refund to logging truck operators utilizing private or privately
maintained roads, $2,050,000.

Source: U.8. Forest Bervice, Industrial Forestyy Assoclation, Western Pine Assoclation,
Southern Plune Assoclation, National Lumber Manufacturers Assoclation,

Senator BenNeTr. We 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, BorL. Mr. Chairman and members of the committee, my rinme
is Raymond 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
fivo 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 muior ortion of the indus-. -
try, I wish to present testimony pertinent to the Federal-aid highway
financing proposal (H.R. 6718) 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 fuel. .

We feel that the Ways and Means Committee of the House of Re‘g-
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. 6713 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
legying 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. .
@) Diesels are only two-tenths of 1 percent of all vehicles;
b) 1.8 percent of all trucks;
(? 15 gercent of heavy duty trucks (over 26,000 pounds) ; and
) 24.5 percent of heaviest trucks (over 50,000 pounds{).e )
differential tax on diesel fuel places this small number of diesel
operators at a distinct comé)etit.ive 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 iyears the gap has narrowed
to the point that now, on a national average, diesel fuel is only 1.7
cents less per gallon than 5nsoline. . . .

My second point is, a diesel differentinl 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 1 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 vehicles 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 b 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 becanse a recent survey of ours conducted on actual 1960
%})eratin results of over 80 carriers and over 9,000 trucks in the

nited States indicated widely scattered figures from which no posi-
tive conclusions could be drawn. ‘

Our experience indicntes that the widely varying differences of
application, operating conditions, driver training, type of trailers,
maintenance, geographic locatiohs, and ambient temperatures make
the determination of a fixed differential impossible. ‘ Further, wé
would like to point out that tlhexje are even wider variations'in miles

r gallon between various classes of Fpus‘éeng‘er cars. than there are

tween diesel and gasoline trucks, For instance, 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, taxwise,; and just as logical to Jevy & differen-
tial tax on these company “economy” vehicles also, However, we
certainly do not propose this for the 'same reason that it is virtually
impossible to establish a fair and equitable differential. -

n summary, the diesel engine industry has worked hard to design
and manufacture the most efficient engine possible. 'We are proud of



182 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.

: Mly third point is diesel vehicles pay additional taxes at the Federal
evel.

The diesel truck costs more initially~—approximately $4,600 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 luge 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 nei!igible 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 1s 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 goint 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
new 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 Bennerr. Thank you, Mr. Boll. For my education does
the word “ambient” refer to the temperature of the air through which
the truck passes?

-Mr, Borr. Yes. L

Senator Bennerr. I would like to take you back to page 1 to
straighten up these figures:in my own'mind. y :

Mr. BoLr. ‘There is a chart on the back that illustrates a portion
of {he figures. . : ,
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Senator Bennerr. 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. BoiL. Yes. In one case as to the fuel itself, two gnllons of
fuel, gasoline and diesel, the diesel fuel itself, the chemical content
actuaﬁy 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 BExnerr. 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 1n 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. BorL. You cannot do it that way because the 29 percent is the
cfficiency 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 Bennerr. Then, to get the real 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. Born. Yes, it does.

Senator BENNETT. 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. Borr. 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 wanteg 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. Borr. This varies with the engines,

Senator Bennerr. 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 efficiency of the two. That is not the total difference.

Mr. Borr. No. Yes, there is 8 percent difference in the fuels.

Senator BeNNETT. But when you move over and use this 8 percent,
it is expanded by the greater efliciency of the diesel engine.

Mr. Borr, Yes. ,

Senator Bennerr. Thank you very much, Mr. Boll. The chart
will be made a part of the record, as you desire.

Mr. Borr. Thank you,

(The chart follows:)
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' Bureau of Public Roads

Research and Economic Department,
American Trucking Association
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Senator BEnNerr, Our last witness, the most patient of the lot, is
(L)Ir. Frederick S. Hill of the- National' Association of Motor Bus
whners,

STATEMENT OF FREDERICK 8, HILL, COUNSEL, NATIONAL
ASSOCIATION OF MOTOR BUS OWNERS

Mr. Hon, Mr. Chairman, my name is Frederick S. Hill and I am
a¥pearmg before you today as counsel for the National Association
of Motor Bus Owners, “NAMBO,” as we call it in this age of apha-
betical orﬁanizatious, is the national trade association of and spokes-
man for the intercity bus industry.

Our industry has supported the expanded liiﬁhway program. At
the 1956 hearings on the original Federal Aid 1§hway 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 hig’hways 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-

ressed financial condition. Qur essentiality is demonstrated by the

act that some 40,000 communities in this country rely on us exclusively
for all public passen;i;er 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. QOur value to the na-
tional defense was clearly 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
traﬂ’lpc 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 en{o’y relatively few of its intended benefits
and savings. Many of the highways for which we are Y)aying.toduy
are not yet completed and these same highways will be used long
after 1972 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
1972. Thus, the question is not.how to finance a limited and terminat-
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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 the bill. However, we urge this committee to sug-
gest no further increases in those rates and to endorse the transfer
of the remnining 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 that its recom-
mendation to dedicate the remaining 5 percentage points of this levy
to the highway trust fund amounts to a diversion from general reve-
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 committes for this opportunity to appear on behalf
of our industry.

Senator Bennerr. 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. Hiuw. 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 :)

STEPTOE & JOHNSON,
ATTORNEYS AT LAWw,

: Washington, D.0., June 8, 1961.
Re H.R. 6718.

Hon. Harry F. Byrp,

Chairman, Committee on Finance,

U.S. Senale, Washington, D.O.

DeAR SENATOR BYRD: I should like, with your graclous 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 the use of very large and heavy vehicles. Most of the testimony and
dizcussion of this levy have placed virtually all of the emphasis on the weilht
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
niinimum taxable weight, exceed it by relatively small amounts. Mence 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 operuted by
a locul earrier 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 G0-foot Hmits. The largest bus is 40
feet long and the majority are 35 feet or less. Further, a bus is far more
maneunverable than a truck combination with respect to turning radius, ac-
celerution, deceleration ana hill-climbing ability. All of these factors combine
to make the highway space requirements for buses far less thun those for large
tracks.

Finnlly, the height-clearance requirements of buses are not responsible for
any additional highway costs.

Again, may 1 say that I appreciate the opportunity of appearing before your
committee on behalf of our industry.

Sincerely,
FRepERICK S, HILL.

Senator Bennerr. Thank you. I assume that you desire {o have
the statement mentioned by Mr, Sage made a part of the record.

Mr, Hinr, Yes,sir. ]

Senator Bexnerr. It will be made a part of the record at this
point.

('The statement of George M. Sage follows:)

STATEMENT OF GEORGE M. SAGE ON BEHALF OF THE NATIONAL ASSOCIATION OF
Moror Bus OwnNErs Berore Tag Flouse CoMMITTEE ON WAYS AND MEANS ON
FINANCING THE FEDERAL HIouwAy IPROGRAM, MArcH 21, 1961

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 Ingland 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 essentinl trans-
portation services. The burden would be particularly onerous in the case of
our industry, since the routes on which we use the lmited-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 fhis
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, users into the Treasury for general purposes

90680—61——18
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this yenr will exceed $1.7 billion. A transfer of only one-sixth of those taxes,
at 1960 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
substantinl benefits to non-highway-users; yet for all practical purposes, none
of these 18 now paid for by the nonusers. The President himself stressed several
nonuser henefits, such as national defense and general econone development, as
renson for increasing expenditures,

The Bureau of Public Roads hag, 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 belleve, 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 ~eneral fund would produce nearly the amount requested by the Presi-
dent witl:out any change in the 1960 tax rates on highway users.

Based on these facts, it certainly appears to us reasonable to request that any
increuse in contributions to the highway fund come from the general revenues,
elther as & 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 nll 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 hudget, then we urge that this committee treat
the prohlem of increasing highway expenditures and revenues as a nonpriority
matter and continue hoth at 1960 levels rather than increase highway user taxes
further. If other demands are more urgent, we should limit the portion of our
nntional resources that are dedicnted annually to the highway program to present
levels. The snms already being collected and spent on the program are very
substantial.

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 Councll reports
that nearly one out of every three fatal motor vehicle accidents in 1959 involved
a drinking driver.

The rate of fatal motor vehicle accldents per 100 millfon 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 n fatality per 100 million vehicle-miles annually. 'This improvement
factor was higher than it has been since 1956,

In preference to increasing user taxes, the completion date should be extended:
There is nothing sacred ahout the 1972 target date for the program. It was
established in 1956 by matching the estimated revenues from dedicated user
tnxes 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 1069, the completfon 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 1956 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 in 1972, no matter how large today's taxes are
made. This has already been pqin‘b%& ont by Highway Administrator Whitton.

“Thus, the question is not how to nanpg a limited and terminating program.
Rather, it is how large a tax borden should this committee place on today's

users to provide highways for tomorrow’s, not éxclusively today's, users.
-1 turn now to our request that the exemption from increased motor fuel and
vehicle Y‘“’{“ﬁmﬁ‘ﬁ‘ {,’3 ‘broadened tg , icxnd&ggptg;g?n&?f{f‘;‘& ?‘ﬂ’:ﬁég‘
well, as. local transit anles. The ¢xemptions referred to are. ections
ml&‘; and 4481 of the Internal gv ue Code. T

A3
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-The diesel” fuel tax increase requested by. the :administration would add
$5,600,000 anually to our industry’s fuel tax bill, an increase of about two-thirds
over our 1960 KFederal fuel tax cost. Since the 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 estitnated 85 percent
of our mileage is operated with diesel equipment, -

-Overall, the request would Increase our taxes by $6,60Q,000 annually. This
represents a 07-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. S :

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 1972 by succeeding
generations, - ' T C

Even without the requested: tax increase; our industry is in poor economic
health. Our passenger trafiic has declined more than 80 percent in the last 18
years, principally because of our rising costs and the competition from private
automobiles. This has meant substantinl cuts in service, abnndonment of routes,
and complete liquidation of many carrlers, -

- 'the Interstate Commerce Commission has found that a healthy intercity bus
system requires thnt expenses average not more than 85 percent of revenues.
Yet, during 1959, less than 20 percent of our principal carriers were able to
opetrate at that levél. 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 nt 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. : o

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
$108,351. So it is very apparent that the already high taxation that we made
in the year 19359 contributed substantially to iin operating loss.

‘As I am going to point out in a few minutes, algo, there were many commu-
nities in 1959 that were served by solely this bus éompany, and since then due
to this already high taxation, services had to be curtailed and first increased
so that we could maintain our operation. o ,

The condition of our smaller carriers is éven worse. On the average, this
group operdtes far below this expense revenue ratio. Many of the smaller
operations consist of a few buses operated and maintained as family affairs
with few, if any, hired employ¢es. o ] o

Theso small carriers are a large and important part of our industry since
many of them provide the only service available to smail communities and rural
arens. ~ About four-fifths of the cdfriers subject to the jurisdiction of the Inter-
state Commerce Commissioni have annual gross revenues of less than $200,000.
Yet, they are the ones in the most precarious financial condition, '

Many Stated have become 8o concerned ovér thie ala¥ming rate of bus company
faflures and the consequent loss of essentidl service that tax-relief measures
have béen found necessary. In Néw York Staté, for ex%mple, it was found that
78" commimitied had beén deprived of all or 4 substantial portion of their bus.
service since 1951 as a result-of a net decréase In the nunber of bus companies. -
Recognizing thiit the tax burden was an important element in those failures, the
State exempted the bus carriérs from the 1059 increase of 50 percent in' the
stqte qutox; tuel tax and repealed a Z2-pefcent tax on the gross revenues of the -

us companies,” = = - o ‘ .

“We ask that this committee likewise récognige the problems of our industry
and ‘the impact that spiraling tax costs are hayving on our members and the’
low:invome groups who use our services.: T have attached an exhibit (table 1)
showing just how staggering our present tax burden is. On the average we'’
phy éach year $1,480 per bis'in State’ hnd local user-type taxes dnd afiother
$600 per bus in Federal user-type thxed. Thus, our ¢otal tax bill each year
excééds $2,000 per bus even Without the $340 pei bus'annual incréise the Pres-:
ident’s proposal would entafl,’ =~ v et Lo T e e

In this connection, I want to point out that the so-called final report of the’
Buréau of Public Roads required by tiie 1958 det dmpilinsizes that any review, of

U T TR T SRS SN
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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 uvser taxes we pay to the States for financing
their share of the highway costa. I have attached an 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 26,000 poungs is assessed $1,910 annually in State and local highway
use-type taxes. This figure is in excess of that for a tractor-semitrafler-full
trailer combination with a gross welght of 76,000 pounds, or more than 35,000
pounds heavier than any intercity hus. .

Our industry furnishes essentia) transportation to 450 million passengers
annually, Many of the passengers riding thoe buses of companies such as mine
are members of lawer income groups who are commuting to and from jobs, homes
of friends and relatives, schools, shopping districts, or social engagements.
They are not cross-country travelers. Thelr 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 elear, 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-
tr,v.vifor 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-
ilce;x;. (l)ften, their hospitals and industrial plants depend on us for emergency

eliverles. .

I am also sure that this committee does not want to finance the highway system
through a tax which wonld defeat important objiectives 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 nurpose 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 conseanent 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 pasgengers at the very time when raflroads
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, on the fact that they made little use of the Federal-ald
highway system. Much of the same reasoning applies to our industry with re-
spect to any further tax increase at this time. . As previously noted, the increase
18 occasioned by the revised estimates for the Interstate System and not by the
so-called ABC highway system. Yet it is the latter svstem which our industry
uses extensively. We have derived comparatively little henefit from the inter-
state limited-access expressway system.. This is herguse the backhone of. our
services {8 rendered to the smaller communities which may be bypassed by the
limited-access highways. This frequently results in duplicating services, neither
of which is ccmpensatory. Thus, my company has only one ronte which uses an
expreasvmm and that route has had to be paralleled by loeal service for bypassed
communities, ~ : : :

-S8ince the AB( system representa lesa than one-third of the cost of the Federal
highway. program, and {8 not the reason for .the new inrresse requested, the
burden for that increase shonld not fall on our industry. We therefore urge that-
%he e::yr;mtlons granted. to local transit companies be extended to our intercity -

uaﬂ ce‘(l"' AT N POV S R T LT SR A"'_A?_s';,_ . .

. ;agdlnn these exemntions to cover our Industry would not materinlly affeet
the highway financing plans. It would decrease the revenues from the President’s
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tax proposal by approximately $6 million annusally, 2 percent of the funds re-
quested. However, to the intercity carriers themselves, to thelr passengers and
to the communities they service, extension of the exemption is vital.

. 'To 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
$300 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 declde 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 :)

HIGHWAY FINANCING

TasLe 1.—FEstimated effect of increases in Federal highway use taxes proposéd'
tn President’s message, intercity bus operations 1

All carriers ClassI | Othercarriers
carriers
Federal automotive exclse and highway user taxes:
A e ant $11, 633,000 £35,000 103,000
231013111 1 » 'y by y
At Pervehfele. ... $600 %, $770 . $380
proposed rates;
Total BMOUNL.....ccueeneeeeennrarnenceancscoancccacnas $18, 224,000 | $13, 620,000 $4, 604, 000
Per vehlelo. oo e $940 | $1,230 - $560
) ercent incrense....... ... c.ooouo.. - &7 . 48
8tata and local highway usar t§pe payinents: )
‘Total amount..... - $28,497,000 | $21, 085, 000 $7,412,000
. Per vehicle . - . $1,480 $,010°} . - $000
'DotaAlthighwa¥ r% typo payments, all levels of govarnment; .
: eurren s
Total amount.............. $40, 138, 000 , 620, 000 5185, 000
Per vehicle_ .. 883'.0(60 e $3,680 o, 3‘15:280
N ool ot o proposed rates: 446,731,000 | 34,705,000 |  $13, 016,000
0 J
Per veliedo. - o ooiiniiaciia e ciinic e vaneniacmaeaioe ) 73{4% 'm&lm A 12' $1, 460

1 Based on 1950 operating da(iai the Intest year for which adequate Information is avallable; current Federal

t4xed domputed on the basls of 1060 tax rates,

Vﬂoum': Charrier reports to the Interstate Commerce Commission,
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TABLE 2.—Estimated averages; annual State road user payments, 1960.

Estimated
Registered Annual State road
Type of vehicle Type of fuel | gross weight travel user tax-
(pounds) (mfles) {myments
medians)
Passenger car_ .. ceeeccnacanas QGasoline.... 4,413 9, 500 352
. {}}tercl y bus... Dlesel....... 26, 000 70, 000 11,910
okup truck. . _..... . ...| Qasoline.... 5,000 9, 000 64
8take truck. . y do..-... 15,000 12,000 149
Van do...... 19, 000 16,000
. Dump truck. ... oo ecccccceccccceac e do...... 40, 000 , 000 815
Tractor-somitratler. .o caiaaacacac)aaaas do...... 40,000 40,000
Do...... (i [ TR 55,000 60, 000 1,438
Do Diesel 55,000 60, 000 1,
) o 1 TR R do...... 62, 000 70, 000 1,582
> 7 YOO SRR I MR, 72,000 70,000 1,600
Tractor-somitrailer full tratler. . do...... 76,000 70, 000 1,870

1 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 eomlls);md
gmtg%lwlxsso&latlon of Motor Bus Owners from carrier roports to the Interstate Commerce Commission,

[} ata. :

Bource: Final report of the highway cost allocation study, ietter from Secretary of Commerce, H. Doc,
No. 54, 87th Gong.‘,’gst sess., p. fss, egoept as noted above. v v '

Tae SportT LINE, INC.

Profit and loss statement, 1959
Operating revenues:

Passenger $1, 687, 978
Charter 102, 595
Other i 84, 231
Total operating revenues : 1, 824, 799

Operating expenses:
Equipment maintenance and garage 255, 401
Transportation 800, 369
Station 88, 387
Traffic solicitation and advertising. e 84, 801
Insurance and safety ; 104, 947
Administration and general , 163, 398
Depreciation 121, 665
Operating taxes and licenses 137, 288
Operating rents 92, 844
Total operating expenses.._. ' : 1, 848, 600
Operating income il - 23, 801
Other income 289
Gross income. 23, 612
Other deductions 85, 262
Total income before Federal income taxes 58, 774
Provision for income taxes 5, 633
Net income after taxes. 53,141

Operating ratio 101.8
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Tazes paid—Federal, State, and local, 1969

Federal ! | Connect-| Massa- | Rhode New Other Total!
fcut chusetts | Island2 | York

l‘;é%slooll anﬂ other me(ll % Ty $18,681 | $2,2001 $3,255| $26,770 $103 $236 | $51,145
6 license an ra- :
tions....... 1,214 402 7,429 0,108
Tires and tubes, Federal ....... | 2,760 2,760
Parts and accessories tax....... 3,746 3,746
gxcise on new vehlclw, Fedeml 60,504 . 60,604
lghway olls.... J 32,844 - 32,844
hway use tax......... . 436 . 436
es taves . 2,835 2,835
Motor vehlcle excise taxes 4,780 4,786
Total. cavereccccrsarccans 86,127 3,474 8,633 ] 69,878 103 236 | 168,351

1 Based on 3 cents per gallon in effect for 15t half of 1059; 4 cents per gallon in 2d hall,
 Based on 6 cents per gallon in effect in 1059; 7 cents per gallon present tax.

- Senator Bennerr. I assume that there are no other witnesses, I
have no more names on my witness fist. Under those circumstances,
the hearings are adjourned.

(By direction of the chairman, the following is made a part of
the record:)

SuBMITTED BY REPRESENTATIVE CLEM MILLER 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
highwsy 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 truckmg indus-
try adversely; and

Whereas .the economy of the county of Humboldt is heavily dependent’ upb'n
the trucking industry, both in connection with the lumber industry and as &
means of transporting all types of products to and from the relatively’ remidte
ar«(alas of northwestern Galifornia in which the county of Humboldt is located;
an
' Whereas the Committee on Ways and Means of the House of Representatlves
has altered most of the proposed tax provisions downward; and

Whereas it is proposed, however, that the tax of 4 cents per gallon on gadoline
and diesel fuel remain unchanged ; and

Whereas this board of supervlsors desires that the taxes which are’ ‘belng
.considered remain no higher than has been recommended by said Committee
on Ways and Means and be made lower if possible, all to the beneﬂt of ‘the
economy of the county of Humboldt which as aforesaid is so closely tied in wtt'h
the trucking industry; and

Whereas in round figures the annual budget of the county of Humbomtffor
county roads and bridges amounts to the sum of $2,250,000; and

Whereas the portion of sald annual budget defrayed With Federal f.nnds i
}291 tthandiz percent, with $1 million per year being supplléd by the county

elf; an
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Whereas he figures showing the source of county road and bridge funds are
as follows:

From the State of California S $1, 000, 000

From the Federal Government :
Feileral aid to secondary road program 200, 000
Forest Service 50, 000
Total 250, 000
Supplied by the county. 1, 000, 000
Total i 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 61 cents per $100 assessed valuation; and

‘Whereas the county of Humboldt still has many deficiencies in its county high-
ways and bridges, and such deficieneies 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 SBupervisors of the County of Humboldt, That snid
board of supervisors respectfully requests the Congress of the United Stater to
consider the effect of higher taxes involving the trucking indu-try upon the
economy of the county of Humboldt and to make every «flort to Xeep such taxes
at as low a level as possible; be it further

Resolved, That the Congress of the United States be and it {8 hereby resapect-
fully requested to give serious consideration and study to the zmsnlblllty of
making a portion of the tax on gasoline and diesel fuel available to local agen-
cles such as the county of Humboldt for use in their highway programs; be it
further L . ‘ . .

Resolved, That the county clerk be and he is hereby requested to send a
certified copy of this refolul;lqn to each of the Ppﬂ‘lg)wln%‘sl The Honorable Clem
Miiler, Rep’l'.esent%ﬁve n, Congress from ﬂ;g {rit Dla'|j ct of Californian: the
Honorable Clgir Engle, U8, Senator; the o&&mble_ homas H. Kuchel. U.s.
Senator; the Tonorabls Wilifam . Mills, chaifman of the Committee on Ways

_and:Means of the House of Representatives; and the Coriimittee on Public Works
of the House o Revresenta%vesa. et ae s G . y

Passed, %pm-o\'red. and adopted, this 16th day of May 1061, on the fotlowing

xvo ’.,wvi.:-,n.’ FRVRE W . : ¥ ., e A e :

Tvpa: Sunervisors: Tindley, Baréilles, Pettersen, Merryiian.

Noes ; Supervisors: Nopne. o .

Abhsent : Supervisors: Robertson.

R CEUEET . fi M. Perrimsen,
_ Ghairman of the Board of Supervisors of the County of Humboldt, Btate
of Oalifornia.
Attest:
[8EAL] Frep J. Moore, Jr.,,
County Clerk and Ex officto Clerk of the Board of Supervisors of the
Oounty of Humboldt, State of Oalifornia.
By . B. ScnussMawn, Deputy Clerk.

STATE OF CALIFORNIA,
Oounty of Humboldt, ss,

1, Fred J. Moore, Jr., County Clerk of the County of Humboldt, State of Call-
fornia, and ex officio Clerk of the Board of Supervisors of said Humbolt Counnty,
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do hereby certify that the foregoing is a full, true and correct copy of the
original resolutfon in the above entitled matter as made by sald Board of
Supervisors, at a meeting held in Eareka, Calif.,, on May 16, 1961, 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.
Freop J. MOORE, Jr.,
County Clerk and ex offioio Clerk of the Board of SBupervisors of the
County of Humboldt, State of California.
By W. E. ScnussMmaNn, Deputy Clerk.

AUTOMOBILE MANUFAOTUREES ABBOCIATION, INO.,
Detroit, Mich., June 7T, 1961.
Hon. Harry F., Byrp,
Ohairman, Commitiee on Finance,
U.8. Senate, Washingion, D.O.

DeAr CHAIRMAN BYrp: We respectfully request that this letter, presenting the
views of the motor vehicle manufacturing industry, be made a part of the record
?;6 clvommittee hearings on H.R. 6718, the proposed Federal-Aid Highway Act of

The Automobile Manufacturers Association has had a continuing interest in
the Federal-aid road program since its inception. During the past 2 years in
particular, extensive research on the role of transportation in urban growth has
been commigsioned gy the AMA. Two nationally recognized transportation re-
search groups—Wilbur §mith and Associates, of New Haven, Conn., and the
Northwestern University Transportation Center—have investigated many asg-
pects of this question. .We belleve that their studies embodying their research
and conclusions represent a genuine contribution to the understanding ¢of many
important problems relating to urban growth, T

In addition, AMA, through its Highway Economics Committee, hag giyen
careful consideration and extensive study to the question of highway financing.
Attached is g summary of AMA’s work on highway financing, with special refer-
ence to recommended tax principles. We believe that these tax principles pro-
vide a gound foundation for future highway financing on a pay-as-you-go basis.

AMA'is in complete agreement with the basic objective of H.R. 6713 to restore
the long-term road construction program to a schedule that will assure its com-
pletion by 1972. ‘ ‘ .

"AMA also strongly Sndorses the retention 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 rt?duced or repealed as soon as the revenue needs of the General Treas-
ury are me o .

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
declsions on commerclal vehicle taxes until the total state and Federal highway
vt?x: obligations of these vehicles could be reviewed. We continue to hold these

ews. . . T

- While we have reservations concerning these aspects of H.R. 6713, we believe,
nevertheless, that the scheduled completion of the Interstate Highway System i8.
of overriding importance and that H.R. 6718 is broadly in harmony with accepted.

principles of tax equity.
Sincerely yours, : W . .

L ‘ HaRrY A, WILLIAMS, .

., uﬁmw Director... .

»

o

| STATEMENT oF FRANK M, Pokrics, PRESIDENT 0¥ THE AMERIOAN PETROLEUN
° My riame is Frank M. Porter, and this statement is présented on behalf of:
the ‘American Petroleum Institute of which I am président. = o
Speaking for the industry which the institute represents, ¥ réspectfuily urgé'
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 80, 1961. .

The simple fact is that the taxation of gasoline is heing 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 petrolenm 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
mo:t;t 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 produet can earry. We helieve 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 natfonal highway program has been widely acclaimed as. the most stu-
pendous and the costliest public works program in human history. In a de-
pdarture 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
dpon 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
of 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 th
fact that the 50 State governments also tax gasoline and depend to a major extent
npon this revenue source for the matching funds to participate in this program
and to finance their other highway activities.

"Moday the combined State and Federal taxes on gasoline exceed 10 cents per
gallon for the Nation as a whole. This levy i8 now approximately equivalent
toa lx:ales tax of 50 percent of the national average retail price of regular grade
gasoline,

?In the light of these facts, the petrolenm 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,

_Bince the start of 1951 the Federal tax on gasoline has been increased three
times: In 1951 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 8 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.. . . L

“The Nation’s motor vehicle owners were assured that, starting with fiscal
1962, not only would their Federal gasoline tax rate revert to 8 cents per gallon,
but 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 accessorles—
now going into the general fund of the U.S. Treasury—would be allocated to the
su 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 shoyld pay for them,

We do not entirely agree with that. We contend that the cost of the program
should be allocated in proportion to the benefits derived from it, and that the
finaneing of this program should take into account the many beneficiaries other
than-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 are 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 arve 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
fafled 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 railed
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 belleve 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 1059 contained a sound provision for
highway progress by setting forth a financing plan under which funds avatlable
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 finan rovigions of th
permitted to stand. cing p o 1959 law be

Thank you,
(Whereupon, at 4 :05 p.m., the hearing was adjourned. )
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‘TITLE 1. 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 intorest 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 1966 act. There
are many reasons for such a decision. Changing patterns of living
and working and the dynamic urbanization that are in evidence
todagr are predicated to a very large extent on the comprehensiveness,
flexibility, and convenience of 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
orientedl around the motor vehicle, adequate and safe highways are
essential, i

The committee was advised that the Interstate System, when com-
gleted, will annually save at least 4,000 lives, reduce personal injuries

y 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
ifnl‘all the States when this added traffic load will be making its effect

olt. niad

This continuing increase 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 bighways 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 sfones 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
militarK 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. ; ' P S
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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. Doec.
49, 87th Cong.)

Title I 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 estimate of cost of
completing the Interstate System pursuant to recommendations:
submitted to Congress by the Secretary of Commerce on January
11, 1961, 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 upEortionment; of funds
authorized for the Interstate System for the fiscal years ending’
June 30, 1963, 1964, 1965, and 1966; '

(¢) Revises the authorizations for s;fygropriations for the Inter-
state System by increasing the overall figure by $11.56 billion;

(d) ends section 111, title 23, United States Code, to allow
the use of airs;})]ace 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 traflic 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.
OrilnMarch 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 19,9, 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-
gleted projects include construction contracts at a total cost of $3.7

illion, 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 engineex‘mg 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 destem 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 gradua.liy increase to & maximum
of $3 billion for each of the fiscal years 1968, 1969, and 1970, with a
balancing ap%ortionment of $2,885 billion for the fiscal year 1971,
Amounts in the highway trust fund will be available to meet obli%slz-
tions resulting from these apportionments until the latter part of t
calendar year 1972. Following is a map showin%) 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 apportioning to the States the funds author-
izeél for the Interstate System for fiscal years 1963, 1964, 1965, and
1966. ;

Apportionments of Federal-aid funds for the construction of the
Federal-aid l11>11'imary 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 Congress
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
7,1968. This estimate was approved by the Congress, and was used
.a8 the basis for a}ﬁ)lortioning interstate funds for fiscal years 1960,
1961, and 1962, e 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 use as the basis

for making apportionments. The committee helieves that the latest
‘estimate of the cost of completing the Interstate System should be
.approved by the Congress for this purpose.

reparation 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-
(‘l]lil'ed 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 Con%r'ess‘ 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.
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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

hitemarsh 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 19566 estimate of cost, amounts by which the 1965 estimale was
insufficient to cover the conditions estimated in 1957, the resullant 19568 estimate;
and addilional amounts to complete a 40,000-mile Inlerstate System

{In billions}
Estimated costs
Item Total

Federal Btate

ghare ghare
1955 estimate. ...... $27.6 $25.0 $2.6
5 percent increass due traffic . 1.3 1.2 .1
16 percent increase due local needs. .. oo oo cocooocceaaaeoo 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
1058 estimate (subtotal)... ———— 37.6 33.9 3.7
Increase due 1,452 miles added routes. . cocooocvamnaenaccennnn. 1.6 15 1
Carryover and contingency...-.-..-.....-.._.-..-.‘ ........... .7 .6 .1
Total to complete 8 40,000-m110 8YSteM. ueeeeieecennenann 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 costs 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 1981 estimates in
several respects. The following summary relates the original 1955
estimate to the 1958 and 1961 estimates:

Relationship of 1966, 1968, and 1961 Inlerstate System cost estimales
h {In billions)

Estimated costs
Item

g
E

Federalgshare| State share

1955 estimate. -

5 percent increase due traflic -—-
16 percent increase due local needs.

3 percent increase due utilities and miscellaneous. . ..........
12 percent increase due price increase. -

Subtotal, 1058 estimate. . ... -
Increase due 1,452 miles added routes. ..o ocavaenaacan.
Carryover and contingency.

Total to complete a 40,000-mile system, based on 1958

estimate
Additional 1,000 miles......... .
'I‘ota} to completo a 41,000-mile system, hased on 1958

14 L S,
Reduction in 1861 construction cost estimato.

Btate highway Jmmnlng and research. .. ..ocaoeiana.

Public roads administration and research. ..cocecaccmacacaaa..

Total, 1961 estimate.... .- -
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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 I’ir;xited 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 comlll)lete 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 19556 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-
sulted 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 was based 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

opulation, and traffic volume the use of a later g’ear or longer period
or the assumed traffic volume to be estimated for, resulted in an
overal! 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 oxpansion of about 5 percent from this cause.

5. Some incidentals were just not provided for in the 1956 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, lthtin at complex, heavy
traffic interchanges, utility adjustments, and the like.

6. The so-called 1955 estimate acbualfy was made in the summer of
1954, The prico 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, probabl
due to the increased competition among contractors for highway wor
resulting from restrictions placed on general construction projects
as & 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 remurkabfy close agree-
ment. Also the experience from actual construction contracts
awarded to date substantiates the estimated construction costs re-
ported in both 1958 and 1961 to the Congress. :

It is therefore believed that the present 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 Interstaté 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 Highway-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-
gidered 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 interslate authorizations under present law and H.R. 6713

[Millions of dollars)
Fiscal year Present | Addi- | H.R. 6713 Fiscal year Present | Addl- |H.R. 6713
law tional law tional

b3 1. 7 PR, 315 500 | 2,700
1,000 [eccnccnaae 1,000 600 2,800
1,700 feeeacaenan 1,700 700 2, 900
200 |ecenananas 2,200 1, 500 3.000
2,800 {.......... 2,500 1,075 3,000
2,000 ~200 11,800 3,000 3,000
2,200 foceenanne 2,200 2,885

2,200 200 2,400
2,200 400 2,600 Total........ 25,440 11, 560 37,000

1 Under the provisions of sec. 209(g) of the 1056 act, only $1,800,000,000 was apportioned of the $2,000,000,000
authorized for the fiscal year 1061,

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
which could be made under the present law and under H.R. 67)3.

Comparison of inlerstate apportionments under present law and H.R. 6713
{Millions of dollars)

Fiscal year Prlesent Addl- | H.R. 6713 Fiscal year Present ﬁdd‘i IL.R. 6713
onal

[
—
-

2,700
1,000 1,200 2, 800
1,700 1,200 2,900
2,200 1,100 3,000
2,500 ,100 3,000
1,800 1,375 3,000
2,200 2,885 2,885
2, 400
2,600 11, 660 37,000

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. TFollowing 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 app}o:cimate %pporlionments of inlerstate funds under present law

and under H.K. 6713 for fiscal years 19688 and 198/
(In millions)
Fiscal year 1063 Fiscal year 1064
State
Exlisting I(!”ngg)s D(mere(r)\)oe Exllaﬂng I({&R 6087&)3 l()‘l{fg%n&o
aw ,400. $400. aw ,600. ,100.
($2,000.0) ($1,5600.0)
Alabame. o oo e $41. 4 $40.6 $8.2 $31.0 $53.8 $22.8
ArIZ0NA. e et coiccacancanas 28.1 33.7 5.6 21,1 36.6 15.4
AvrKBNSAS. weceecmaccceerannns 20.9 25.1 4.2 16.7 27.2 1.6
Californfa.....ocacae.-. 191.2 220.4 38.2 143.4 248.5 105.1
Colorad0. . coeecemmcerecccnann 20.5 3.8 5.3 19.9 34.5 14.0
Connecticut. . .coeoncaacaan.. . 28.2 33.9 5.7 21.2 36.7 18.5
DolawAare. comeeecenccecaacnn 7.4 8.9 LS 5.6 0.7 4.1
Florida.. 41.6 49.8 8.3 311 53.9 2.8
Qeorgla.. - 36.8 44.2 7.4 21.6 479 20.3
Hawali. - 15.7 18.8 3.1 1.8 20.4 8.0
Idaho..... . 9.4 1.3 L9 7.0 12,2 5.2
THNOIS. e cceeceeee 104.3 125.2 20.9 78.2 135.6 b7.4
DAANA. . e e . 49.5 59.4 0.9 371 64.4 27.3
OWB.cnv e conrrennancnmmnnane 25.3 30.4 5.1 10.0 32.9 13.9
Kangas. . cceoe... [, 16.6 18.6 3.1 1.6 20.1 8.5
Kentueky.oaococcamaacaanaan 40.8 48.9 8.1 30.6 53.0 22.4
Lou{sfana 57.8 60.3 11.5 43.3 5.1 3.8
Maine.....cun.. . 0.4 11.3 1.9 7.1 12,3 5.2
Maryland____.._. - 36.6 44.0 7.4 215 47.6 2.1
Massachusetts.... 42.8 51.4 8.6 32.1 b5.7 23.6
Michi; 1.9 93.6 15.6 68.4 101.3 42.9
617 62.1 10.4 38.8 67.2 28.4
24.3 20.1 4.8 18.2 3.6 13.4
51.1 01.4 10.3 38.4 66.5 28.1
18.7 22.5 3.8 14.0 24.3 10.3
1L7 14.0 2.3 8.8 16.2 6.4
10.1 12.1 2.0 7.6 13.1 5.5
9.0 10.8 1.8 6.7 1.7 5.0
J 52.1 62.6 10.5 39.1 67.8 28.7
Now Moxie0.oueeeurecaaann 20.0 23.9 3.9 15.0 25.9 10.9
Now YorK. o oueecvecaeann 4.7 113.7 19.0 1.1 123.2 52.1
North Carolina.............. " 16.4 19.6 3.2 12.3 21.3 9.0
North Dakota o 8.8 10.6 1.8 0.6 1.5 4.9
Ohio...... - 136.6 163.8 27.8 102.3 177.4 5.1
Oklahoma - 2.1 28.9 4.8 18.0 31.3 13.3
Oregon._.... - 34.7 41.7 1.0 26.0 45.1 10.1
Ponusylvanin. .. oo eeeoeon.. 89.4 107.3 17.9 67.1 116.3 49.2
Rhode Island........___..._. 7.4 8.8 1.4 5.5 9.6 4.1
South Carolfna. . coeueeoaoo.. 17.3 20.7 3.4 12.9 22.4 9.5
South Dakota....cceeuenn... 13.1 15.8 2.7 9.8 17,1 7.3
BNNCSSCO. e v mcwcccscacocccann 50.4 6.5 10.1 37.8 65.5 21.7
Texas.. 890.5 108.6 18.1 67.8 117.6 40.8
Utah... 28.9 34.7 5.8 21.7 37.6 15.9
Vermon 13.8 16.6 2.8 10.4 17.9 7.8
Virginfa. . - 62.8 72.9 12.1 45.6 79.0 33.4
Washington_ ... - 4.7 50.0 8.3 31.3 54.2 22.9
West Virginda. ....._._..__._. 30.1 36.1 8.0 22.6 30.1 16.5
Wisconsin. oo 17.7 21.2 3.5 13.3 23.0 9.7
WYOomMing. .. ey cecmcmcccmea 19.2 23.0 3.8 14.4 24.9 10.5
District of Columbia.......... 28.8 34.5 8.7 21.6 3.4 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 %rojects
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 & 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 will 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 monctary 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
proposition to date has not been resolved.

he 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.



FEDERAL-AYD HIGHWAY ACT OF 1961 13

TITLE II. INTERNAL REVENUE CODE AND HIGHWAY TRUST
FUND AMENDMENTS oo

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,

Washington, D.C., May 1, 1961.
Hon. CrnArLEs A, BuckLEy.

Chairman, Committee on Public 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 Répresentatives,

As you know, since the financing Q{Tovisions of title II are within
the jurisdiction of the Committee on Ways and Means, it was agreed
that our committee would make the policy decisions on these provi-
sions and draft language carﬁying out these decisions. This language
is embodied in title II 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, v
Wisur D. MiLis, Chairman.

The explanation furnished to the Committee on Public Works by
the Committee on Ways and Means is set forth below.

A. SUMMARY

Title IT contains the financing provisions for the Federal-aid high-

wa:Z program, o
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, an
urban) road program at an annual level of $925 million, provides
$27,758 million toward this objective. The additional revenues pro-
vided by title II make possibfa 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 $9,826 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 IT 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 u pound. Presently, the ratcs of
these taxes are 8 cents, 9 conts, and 3 conts, respeoctively.

. (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 porcontage points of the manufacturers’
tax on trucks, buses, and trailors are dedicated to the highway
trust fund. This presently is a general fund revenue. The first
5 percentage points of this tax already is a highway trust fund
revenue source,

(6) 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 hiFhwny trust fund revenues at the
proposed tax rate levels for the additional 3 months.

(8) The provisions of present law, which would for the 3 fiscal
years 1062, 1063, and 1964 divert 5 percontage points of the
manufacturers’ taxes on passengor cars, etc., and on automobile

arts and accessories to the highway trust fund, are repealed,
1'1)‘hus, these taxes in their entirety will romain general fund
revenues.

(7) Provision is made in the bill for paying the uso tax on high
way motor vehicles weighing over 26,000 pounds on a quarterly
basis and for the exemption of gasoline from tax where 1t is sold
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-nid 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-ycar period from July 1, 1056, to June 30, 1972. Into this trust
fund were deposited certain hi%hw:xy user excise taxes; namely, all of
the taxes on gasoline, diesel fuel, special motor fucl, tread 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 Revenuo Act of 1956, the
so-called Byrd amendment, was designed to give assurance on a year-
by-year basis that no deficit would develop in the highway trust fund,
This provision requires that before apportionments of Federal-nid
highway funds can be made to the States for the Interstato System,
estimates must be made of the revenues expected to be in the fund at
the time the expenditures arising from the apportionments can be
oxpected to occur. To the oxtont that these estimates show that there
will be any deficiency in the fund; the Secretary of Commerce is
required to reduce the interstate apportionments to the States.

3v 1059 it had bocome apparent that the revenues devoted to the
crust. fund were insuflicient to finance the Interstate System in addi-
tion to the regular A~B-C program. The original 1955 estimato 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
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reasons for this increase aro set forth in a previous section of this
report. . The 1059 Congress was also faced with an immediate deficit
in the trust fund for the fiscal year 1960 of $490 million which would
have grown to $1,305 million by the end of the fiscal year 1961 if the
apportionments already mado or planned for those years were to be
carried out.

In viow of the pressing nature of the immediato financing problems,
Congress in 1950 attempted only a temporary solution to the highway
financing problems. At that time it provided a 1-cent increase in
tho gasoline, specinl motor fuel, and diesel fuel taxes for the period
from October 1, 1959, to June 30, 1961. This was expected to pro-
vide an increase in trust fund revenues of $985 million for this 21-
month period. For the fiscal years 1962 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. These funds, which presently are general fund reve-
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 Burcau of Public
Roads to submit to it a study on hig;hwuy cost allocations, but this
study was not completed in 1959. 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
}txl.xel Federal-aid highways or otherwise deriving benefits from these
righways.

gl‘h‘o 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 1056 and also a report on revised costs of com-
pleting the highway 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
{)eriod of several weeks it has analyzed the various studies which
\ave been made on highway costs and burdens, as well as listened
to further testimony from the responsible officials.

The Committeo on Ways and Means was impressed with the non-
highway-user benefits which will be derived from the highway pro-
gram. It concluded that these costs justified the dedication o} an
additional amount of general fund revenues for use of the highway
trust fund. The revenues dedieated in this manner by title 11 of the
bill are those derived from the manufacturers’ tax on trucks, buscs,
and trailers, which, of course, is itself a highway user tax. Presently,
one-hall of this tax already is assigned to the highway trust fund.
The bill dedicates the other half to the trust fund as well.

It should be recognized that a substantial amount of revenues were
taken from the general fund when the highway trust fund was estab-
lished. These revenues, 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-
sidéred a “diversion” of expenditures from the general fund. Table
1 shows that these A-B-C expenditures from the trust fund since its
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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 highway 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.

TarLe 1.—Comparison of revenues which would have been avatladle lo general fund !
if the inlerstale program had not been established, and expenditures d‘or primary,
secondary, and urban (A-B-C) highways, July 1, 1956, to June 30, 1961

(Miilions of dollars)
Fiscal yeat Estimated A-B-C Fiscal year Estimated A-B-C
revenue expenditures revenue | expenditures
$878 $758 || 1061, ceeeeccencaanes 1,448 8067
1,300 886
1,330 1,112 Total.......-... 8,311 4,752
1,415 1,07

1 Based on the following excise tax rates in effect prior to 1056 act: . .
Gasoline and special motor fuels: 2 cents per gallon, translerred to highway trust fund beginning

July 1, 1956,

’Iymcks, buses and trailers; 8 percent of which 3 percent was transferred to highway trust fund
beginning July 1, 1957. On July 1, 1950, the tax on trucks, ete,, was Increased to 10 percent but this

ditfoual 2 percentage points of tax was immediately allocated to the trust fund and, therefore, never
was a general fund revenue.

Tires: 5 cents per pound, transferred to highway trust fund beginning July 1, 1957,

'E ‘tli‘gt;e&o cents per pound, transferred to highway trust fund beginning July 1, 1957,
S .

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 reveaue collected under tbe
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 196/

Thousands
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)._..._.__.._.___ $6, 800
Tires and innertubes. « v v v ee o ecac e m—————— 4, 600
Subtotal. .. e em—————— 11, 400
Other nonhighway uses:
Motor fuels:
ATreraft - o oo oo e eecmaecece————————— 14, 000
Industrial, marine, and other. ... . eaaa. 12, 000
Tires and innertubes, industrial, farm, and aireraft_. ... ... 25, 800
LT T 51, 800
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The Committee on Ways and Means has concluded that a modest
diversion from the general fund of an ainouitt 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 ocecur if this bill were
not enacted.

C. GENERAL EXPLANATION OF THE HIGHWAY FINANCING
PROVIDED BY THE BILL
1. Fuel taxes :

Title IT 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
ggllll.ect.ions from the fuel taxes over the period 1957 to 1972 to $40.3

illion. :
2. Tazxes on tires, tubes, and tread rubber

The bill also 'Frovides an increase in the taxes on tires, tubes, and
tread rubber. The present tax on tires of the type used on higixway
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
Jul’IY 1, 1961, to October 1, 1972,

able 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 t Manufacturers’ taxes on— Truck Gaso- Manufacturers’ taxes on— Truck . and
and use tax Total | line2 usetax| Net new
Fiscal | other vehicles reve- | and vehicles| total | reve-
year | motor over nues | other over | reve- | naes
fuels, |Trucks,| Tread | Tires | Iuner- Parts | 26,000 [Interest| avall- | 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 |3cents| or5 |9cents|mobiles| acces- | $1.50 under | 1cent | and |2cents|2cents| 1cent jmobiles| acces- | $1.50 by | under
gallon | trail- | per | cents | per | 5per- | sories | per present} per trafl- | per per per | less5 | sories | per bill bill
ers,5 |pound| per |[pound| cent } 5per- | 1,000 law | gallon | ers, 5 | pound | pound | pound | percent| less 5 | 1,000
percent pound cent | pounds| percent percent| pounds|
26 3| 1,482 1,482
D I TR F, 33 18| 2044 - 2,044
15 # 13| 2,087 2.087
19 |ociciimccaan 33 -3 | 2,538 - 2,536
16 45 -2 | 2,857 |aeeee. -m 2,857
16 679 131 50 21 3.218 524 143 9 &4 21 —6719] -131 79 11 3,227
16 692 137 53 3] 3.223 615 146 11 67 2| —-692| -137 84 9% 3.318
16 709 144 56 41 3,308 635 140 12 €8 2} —~709| -—144 88 101 3,409
b U 30 PRI A 59 4| 24517 849 163 13 69 2 92 678 3,495
) Ui J5 PRGN I, 51 4| 2,573 665 156 14 71 2. 95| 1,003 3,576
16 3 4| 2,629 679 159 14 72 2 99| 1,028 3,654
b {20 N I 65 41 2,683 695 162 14 73 2 - 102 | 1,048 3,731
16 66 41 2739 710 164 14 S 2 103 | 1,068 3.807
16 67 4| 2,797 re<4 166 15 76 2 104 ¢ 1,090 3,887
16 68 41 2,861 44 169 15 78 b2 N SN 107 | L1115 3,976
16 69 41 2,930 762 172 16 80 b2 U I, 108 L1140 4,070
321 931 64 11 110 [ 3 ORI PR 30| L1150 L471
243 | 2,080 412 853 70 | 42, 8,336 ] 1,803 158 903 26 |—2,080 —412| 1,001 | 9,825 | 52,628

1 Tax receipts less refunds. Temporary 4 cent rate, Oct. 1, 1959, through, June 30, 1961,

2 Tax receipts less refunds. .
3 From Habilitics acerued prior to July 1, 1872, less floor stock refunds where applicable,

17}

refunds where applicable, under bill.
Source: U.S. Department of Commerce, Bureau of Public Roads.

utz;ggkr present law; from collections and liabilities accrued prior to Oct. 1, 1972, less floor

8T

1961 40 JIV AVAMHDIH dIV-IVYIAAJ



FEDERAL-AID HIGHWAY ACT OF 1061 19

3. Use taz on motor vehicles

The third source of new revenue provided by the bill is the incrense
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 provides for the payment of this use
tax in quarterly installments. is installment procedure is described
in 'greater detail in section D below.

able 2 shows that for the period from 1957 to 1972 the changes
made by the Committee 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‘rcollecte . 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 lia ilitﬁ 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. FExtension 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 Junc 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 134
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, .

he 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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. 8. Dedication of truck, ete., taz to fund

The fifth source of revenue provided by the bill is the dedication
of the remaining 6 percentage points of the manufacturers’ tax on
trucks, buses, and trailers to the highway trust fund. Five percentage

oints of this tax has been dedicated to this fund since 1957. The

ill dedicates the remainirl% 5 percentage points to the highway 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 upi)roximately $4.1 billion from this
revenuo source over the life of the highway trust fund.

6. Repeal of provision dedicating auto and parts tazes to fund

The bill prevents the diversion from the general fund to the high-
way trust fund of § percentage points of the taxes on passenger cars,
etc.,, and on auto parts and accessories. Under present law, as a
result of tho action taken by Congross 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
yoars 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 114 years.

&
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Tasrw 3.—Estimaled status of highway trust fund under existing legislation

(In millions of dollars)
Apportionments Expenditures
Fiscal R R on e
ear ovenues e fun
4 Primary, Prlmnry. on June 30
Interstate | secondary, | Interstate
and urban’t and urbau !
Ftom belore 1057.......... ceeen 140 085 |. I :
1,175 820 7458 1,482 516
1,700 859 875 830 2,044 1,049
2,200 1,381 1,501 1,112 2,088 624
2, 500 000 1,861 1,079 2,535 119
1, /00 853 1,901 007 2,857 108
2,200 884 2,078 013 3,218 333
2,000 035 78 012 3,228 366
1, 400 035 2,141 028 3.308 603
1, 500 035 1,838 %40 2,517 344
1,600 035 1,670 041 2,573 306
1,700 035 1,678 044 2,629 318
1,000 035 1,705 043 2,633 353
, 900 035 1,795 043 2,739 354
1,025 035 1,740 043 2.707 462
935 , 748 043 32,861 634
- 035 624 M43 2,030 , 997
....... . 1321 2,318
Total.ceeecncerencnncane 25,440 16,057 25,440 15,045 42,803 |.cerennacnnn

1 Includes emergency relief ns well as speelal funds totaling $502,000,000 apportioned for 1659,
2 Receipts on tagx ua{mues accrued prior to July 1, 1672, £ "

TABLE 4,—Estimated status of highway trust fund under proposed legislation

[In milljons of dollats)
Apportionments Expenditures Revenues Bl:h:ﬁce
0
fund on
Fiscal year Primary, Primary, June 30
Interstate] second- |Interstate} sccond- | Present | Addl- Total
ary, and ary, and | sources | tional
urhan ! urban !
From before 1057.... 140 [ PO IR S,
1057 1,175 820 208 758 1,482
, 700 859 678 836 2,
2,200 1,381 1,501 1,112 2,
2, 500 906 1,861 1,079 2,
1,800 883 1,90 067 2,857
2,200 884 2,139 913 3,216
2,400 930 ) 898 3.
2,600 955 2,451 927 3
2,700 955 2,552 2,517
2,800 980 2,045 2.
2,900 130 2,739 049 2.6
3,000 1,005 , 838 958 2,
3,000 1,005 , 580 972 2,739
8,000 1, 005 2,001 77 2,797
2,885 1,005 2,092 979 2,801
.......... 1,005 3,104 |, 966 2,930
.................... 1,301 317 321
37,000 16, 532 37,000 15, 463 42,803

1 Includes emergency rollef program, ns well as special lunds totallng $502,000,000 apportioned for 1959,
3 Includes receipts on tax Habilities accrued prior to Sept. 30, 1972,

68885—61——4
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Cost estimates submitted to Congress this last January pursuait to
provisions of section 104(b)(5) of title 23, United States Code (H. Doc.
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 31 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 System
indicates 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-
pqullgiitures or $1656 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 bighway
motor vehicles weighing over 26,000 %ounds may elect to pay this tax
in installments, This provision has been added to title IT of the bill
beeause 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 fiscal year basis beginning July 1. If liability
for the tax is first incurred in July, August, or September, the bill

ermits the tax to be paid in four equal installments. If the linbility
18 first 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
oceurs, (Under this, of course, a taxpayer may be required to file
more than one return during the year and under the new provision &
sepurate clection 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
linbility was incurred. The third installment, if any is due, must be
paid on or before the last day of the sixth month féllowing 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 preeentlﬁlprescribed
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.

1f tho liability ~as | 1st installment is | 24 installment s | 3d installment is | 4th installment is
fncurred fn— due on or before due on or before due on or beloro due on or before
the last day of— the last day of— the last day of— the last day of—

JUly. .o caaees August ...........] Decomber......... March............ June,
August.....ccecemeencenn September. ....... December......... March............ June,
Beptember. ..| October... ..} December. March June,
‘Octoher.... Novembher .
November. December

ecember.. January...ceecen..
JaNUALY .cocvemnenocnens Febrary.........
February. -.ceeeeecene. March

arch...... Apr{

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 liabilit?r 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 Yay 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 notico 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 potroleum products, other than gasoline, such
as methane, pentane, and propane are widely used as raw foed stock
by chemical companies in the manufacture of plastics and petro-
chemicals, Under present law theso products when sold for use or
uscd by any person for the propulsion of a motor vehicle, motor hoat
or airplane are subject to the same 4-cent tax as gasoline. However,
when these products are sold to chemical companies for uses such as
those reforred 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 purposcs a 2-cont refund may be claimed.

The chemical comipames have found that natural gasoline 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
Mecans that it is an excellent charging stock for petrochemical manu-
facturing, being suitable 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 provcd successful. However, gasoline has not been used in this
manner commercially primarily heeause 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 pienerall,v not taxing articles which are used in the manu-
facture of other 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 agply, the gasolino 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
com?onent. part, or is used as a materinl in, another article if the
gasoline serves as a fuel either by itself, oras a fuel additive to another
product. No change in present law is intended in this respect.

‘The bill also amends the code (scc. 4218) to permit a similar exemp-
tion from tax where the producer or importer of the iasoline 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 (sec. 6416(b)(3)) to permit a credit or refund of the tax paid on

asoline 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, 1801, and in the case of gasoline used by the producer or importer
himself is to apply to gasoline used on or after that date.



MINORITY VIEWS

Weo are opposed to the financing recommoendations contnined in
title 1T of the hill ILR. 6713, Our opposition is hased on conelusions
reached during the publie hearings mull execntive sessions held by the
Committee on Ways and Means and is predieated on information
presented to the committee during those hearings.  We support the
development. of a federally aided highway system under a progeam
that docs not contain shortcomings present in the existing program
and as it would be amended by the bill 1LR. 6713.

It is proposed under the bill to provide additional revenue amounting
to $9.8 hillion for the alleged purpose of completing the present
Federal-aid highway program by June 30, 1072, We are concerned
that the general burden of taxation is already too heavy on our
taxpayers—on individual incomes and on business earnings—at all
carnings levels.  We are particularly of the opinion that present tax
burdens are too severe in regard to small business. We are con-
cerned that the total tax burden has reached the point that a tax
increase could well result in  diminishing returns.  Onerous tax
burdens contribute to high prices, impair incentive, and cause in-
ndo{;umc capital accumulation necessary for business growth,

With respect to the highway user taxes, we are convineed that the
taxes imposed under present law including the reductions scheduled
to take cffect on July 1, 1961, are high enough. Higher taxes should
not be imposed on the family motorists. Furthermore, convincing
evidence was presented to the Committee on Ways and Means in
exccutive session by representatives of the Interstate 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
diescl fuel should be allowed to occur as schoxrulod on July 1, 1061,

Our recommendation that taxes not be increased over present law
necessitates that we offer an alternative proposal to meot the highway
financing requirements. It is our conviction that highway develop-
ment should be at a rate that will be in conformity with the principle
of pay-as-you-go financing. Weo are also of the view that highway
txxes should be used to %mild 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 acknowledgo
and accopt tho possible necessity for a temporary stretchout of the
program so that proper budgotary adjustments can be made to avoid
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deficit fimaneing.  Another improvement that should be undertaken
in finnneing the highway progeam is a downward adjustment in the
Federal share of the 00-10 Federal-State cost alloeation on the
Interstate System,  Greater financinl purticipation by the respeetive
States would tend to encourago improved administration and con-
tracting practices by the States,

The majority proposal would impose an excessive tax burden on
the_avernge motorist and would unfuirly impnir the competitivo
position of the truck operntors.  We helieve the recommendations
set forth in these minority views would provide n more cquitable
¢olution to the problem of highway financing. Therelore, wo com-
mend our suggestion to the consideration of our collengues,

Noan M. Mason.
James B, Urr,
JacksoN E. Berrs.
Bruce Araen,



SEPARATE MINORITY VIEWS OF HON, THOMAS B. CURTIS

In general, T concur in the views expressed by the signatories to the
foregoing minority views,

However, on two points T have a different attitude as follows:
First, T believe that the carmarking of Federnl taxes is not o sound
method of Federal budgeting in that it impairs the flexibility neces-
sury to give proper recognition to priorities in scheduling Federal
expenditures,  Secondly, it is my viewpoint that with vespeet to
public improvements with the lifetime of 30 to 40 yewrs, it is appro-
rinte to finunce such improvements by bond issues payable over the
ife of the improvement,

I um in favor of a highway program that is properly financed and
soundly administered so that we attain the maximum highway
mileage at the minimum cost to our taxpayers,

CHANGES IN EXISTING LAW

In compliance with clause 3 of rule XIIT of the Rules of the ITouse
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.

(n) InTERSTATE SysTEM.—It i8 hereby declared to be essentl 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
simultancous 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”’.

Sb) AUTHORIZATION OF APPROPRIATIONs.—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 arcas, designated in accordance
with the provisions of [section 7 of the Federal-Aid Highway Act of
1044 (58 Stat. 838)] subsection (d) of section 103 of title £3, United
States Code, there i8 hereby authorized to be appropriated the addi-
tional sum of $1,000,000,000 for the fiscal year endinﬁ June 30, 1957,
which sum shall be in addition to the authorization heretofors made
for that year, the additional sum of $1,700,000,000 for the fiscal year
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ending June 30, 1058, the additional sum of $2,200,000,000 for the
fiscal year ending June 30, 1959, the additional suimn of $2,500,000,000
for the fiscal year ending June 30, 1000, the additional suin of
[$2,000,000,0003 $7,800,000,000 for the liscal year ending June 30,
1961, the additional 'sum of $2,200,000,000 for the fiscal year ending
June 30, 1962, the additional sum of [52,200,000,000] $2,/00,000,00
for the fiseal year ending June 30, 1063, the additionn] sum of
[£52,200,000,000] $§2,600,000,000 for the fiscal year ending June
30, 1964, the additional sum of [52,20M,000,000F §2,700,00%,609
for the fiscal vear ending June 80, 10065, the additional sum of
[52,200,000,000F §2,800,000,600 for the fiseal year ending June 30,
1960, the additional sum of [$2,200,000,000F $2,900,000,000 for the
fiscal year ending June 30, 1967, the additionalsum of [51,500,000,000]
§3,000,000,000 for the fiscal vear ending June 30, 1968, [und] the
additional sum of [$1,025,000,0007 §3,000,000,000 for the fiscal year
ending June 30, 1969, the additional sum of §3,000,000,000 for the
fiscal year ending June 30, 1970, and the additional sum of $2,883,000,000
for the fiscal ycar ending June 30, 1971,

* * * * * L) *

SEC. 209. HIGHWAY TRUST FUND.

(n) Crearion or Trust Fuxp.—There is hereby established in
the Treasury of the United States a trust fund to be known as the
“Uighway 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) DecrLanration or Poricy.—It is hereby declared to be the
policy of the Congress that if it hereafter uppears—

(1) that the 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-nid 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,

(¢) Turaxsrer Tto Trust Fuxp or AMounTs EQUIVALENT TO
CenrtaiN Taxes.—

(1) In aexeraL.—There is hereby appropriated to the Trust
Fund, out of any money in the Treasury not otherwise appro-
printed, amounts equivalent to the following percentages of the
taxes received in the Treasury before [Julf' 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 June 30, 1956,
under sections 4041 (taxes on diesel fuel and special motor
fuelrsl), 4)071(&)(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, ctc.);
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() 50 percent of the tax reccived after June 30, 1957,
and before July 1, 1961, under section 4061(a)(1) (tax on
trucks, buses, ete.), and 100 pereent of the tar received after
June 30, 1961, under scetion Juila)dy;

(D) 37'¢ percent of the tax received after June 30, 1050,
and before July 1, 1957, under section 4071 (u)(1) (tax on
tires of the type used on highway vehicles);

(I5) 100 percent of the taxes received after June 30, 1957,
under section 4071(a) SI), 2), (3), and (5) (taxes on tires
of lth(; 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); nnd

(G) 100 percent of the floor stocks taxes imposed by scc-
tion 4226(n).

In the case of any tax described in subparagraph (A), (B), or
(D), amounts received during the fiseal year ending June 30,
1057, shall be taken into account only to the extent attributable
to linbility for tax incurred after June 30, 1950,

[(2) EXCISE TAX ON AUTOMORILES, PARTS AND ACCESSORIES,
erc.—There is hereby approprinted to the Trust Fund, out of
money in the Treasury not otherwise upproyrinlcd, amounts
equivalent to that portion of the taxes received in the Treasury
after June 30, 1961, and before July 1, 1904, under subscection
(2)(2) (tax on passenger automobiles, ete.) and Q}) (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 licu of the applicable rate.

(3) Laammames incunnen seronrk Qyuny 1,] ocroser i1, 1912,
ror NEW ot INcREASED TAXES.—There is hereby approprinted to
the Trust Tund, out of any money in the Treasury not otherwise
appropriated, amounts equivalant to the following percentages
of the taxes which are received in the Treasury [after June 30,
1972, and before July 1, 1973. and which are attributable to
linbility for tax incurred before July 1, 1972, after September 30,
1972, and before July 1, 1973, and whick are attributable to liability
Jor tar incurred before October 1, 1972, 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 40061(n)(1) (tax
on trucks, buses, ete.);

L(C) 37} pereent of the tax under section 4071(a)(1) (tax
on tires of the type used on highway vehicles); and]

(C) 60 percent of the tax under section 4071(a)(!) (tax on
tires of the type used on highway vehicles) and 10 percent of the
tar under section 4071(a)(8) (tax on inner tubes j:’rr tires); and

(D) 100 pereent of the tax under section 4481 (tax on use
of certain vehicles).

(4) Merop or TransrER.—The amounts approprinted by
aragraphs (1), (2), and (3) shall be transferred at least monthly
rom the general fund of the I'reasury to the Trust Fund on
the basis of estimates by the Secretary of the Treasury of the
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amounts, referred to in parageaphs (1), (20, and G3) received in

the Treasury.  Proper adjustments shall be made in the jinounts

subsequently lrmmllw'n-d to the extent prior estimntes were in
excess of or less than the wmounts required to he transferred,

* * * * * * 1
(N Exeexpirenes Frow Teesr Fexn,—

(1) Fenerar-am nteuway procrad. -\mounts in the Trast
Fund shall be availuble, as provided by approprintion Aets, for
making expenditures after June 30, 1956, and hefore Lluly 1,
October 1, 1972, to wmeet those obligations of the United States
heretofore or hereafter incurred under the Federal-Aid Rond Act
approved July 11 1916, ns amended and supplemented, which
are attributable to Federal-uid highways (including those portions
of general administrative expenses of the Bureau of Public Ronds
puyvable from such appropriations).

(2) REPAYMENT OF ADVANCES FHOM GENERAL FUND- ~Advances
mude pursuant to subsection () shall be repaid, and interest on
sueh advanees shall be paid. (o the general "uml of the Treasury
when the Sceretary of the Treasury determines that moneys are
available in the Trust Fund for sueh purposes,  Such interest
shall be at rates computed in the snme manner as provided in
subseetion (0)(2) for specinl ohligations and shall he compounded
annually,

(3) TRANSFEIS FROM TRUST FUND FOR GASOLINE USED ON FARMS
AND FOR CERTAIN OTHER PURPOSES.—The Seeretary 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 (velnting
to amounts paid in respeet. of gasoline used on farms) and 6421
(relating to amounts paid in respeet of gasoline used for certain
nonhighway purposes or by local transit systems) of the Internal
Revenue Cm'lo of 1954 on the basis of claims filed for periods
beginning after June 30, 1956, and ending before Cluly 1,3
October 1, 1972,

(4) 1972 rroor srtocks REFUNDS.—The Sccretary 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 the floor stocks refunds made before July 1, 1973,
under section 6412(n)(2) of the Internal Revenue Code of 1654 —

(A) 40 pereent of the refunds in respect of articles subject
to the tax imposed by section 4061(n)(1) of such Code
(trucks, buses, cte.);

(B) 100 percent of the refunds in respeet of articles subject
to tax under [section 4071(a) (1) or (4) of such Code (tires
of the type used on highway vehicles and tread rubber)]}
section 4071(a) (1), (8), or (4) of such Code (certain tires, tubes,
and tread rubber); and

(C) [663] 80 percent. of the refunds in respect of gasoline
subject to tax under section 4081 of such Code.

[(5) 1961 rLOOR SBTOCKS REFUNDS ON GASOLINE.—The !'cere-
tary of the Treasury shall pay from time to time from the ‘I'rust
Fund into the general fund of the Treasury amounts equivalent
to the floor stocks refunds made before July 1, 1962, under sec-
tion 6412(n)(3).]
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SECTION 111 OF TITLE 23, UNITED STATES CODE

§ 111, AGREEMENTS RELATING TO USE OF AND ACCESS TO RIGHTS.
OF-WAY—INTERSTATE S8YSTEM
All agreements between the Seeretary and the State highway depart-
ment for the construction of projects on the Interstate System shall
contain a clause providing that the State will not add any points of
aceess to, or exit from, the project in addition to those approved by the
Secretary in the plans for such pro{ecb, without the prior approval of
the Sceretary. Such agreemecnts shall also contain a clause provid-
ing that the State will not permit automotive service stations or other
commercinl establishments 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-
ivision thercof to use the airspace above 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
traflic on tho Interstate System.]  Such agreements may, howerer, au-
thorize a Slate or political subdinsion thereof to use or permit the use 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 safely
of the highway, as will not require or l)ermit vehicular access to such space
irectly from such established grade line of the highway, or otherwise in-
terfere in any way with the free flow of traffic on the Interstate System.

INTERNAL REVENUE CODE OF 1954
CHAPTER 31—RETAILERS EXCISE TAXES

. . ¢ . . . .
Subchapter E—Special Fuels

Sce. 4041, Imposition of tax,
See. 4042, Cross reference.

SEC. 4041, IMPOSITION OF TAX.
(n) Dieskrn Fuen.—There is hereby imposed a tax of [3 cents] 4
centx 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 diescl-powered highway vehicle, for use as a fuel in such vehicle;
or

(2) used by any person as a fuel in a diescl-powered highw y
vehicle unless there was a taxable sale of such liquid under pma-

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 («t the
timo of such sale or use) is not registered, and is not required to be
registered, for highway use under the lnws of any State or for ign
country, or (B) which, in the case of a diesel-powered highway vehicle
owned by the United States, is not used on tl:e highway, the tax im-
osed by paragraph (1) or by paragraph (2) shall be 2 cents a gallo.
Yf a liquiJ 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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n diesel-powered 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
diesel-powered highway vebicle owned by the United States, is used
on the highway, a tax of [1 cent] 2 cents u gallon shall be imposed
under paragraph (2).

(M Srecian Motor Fuers.=There is hereby imposed a tax of
[3 cents] 4 cents a gallon upon benzol, henzene, naphtha, liquefied
})clmlmun gas, or any other liquid (other than kerosene, gas oil, or
uel oil, or any product taxable under section 4081 or subscetion (a)
of this section)— :

(1) sold by any person to an owner, lessee, or other operator of
a motor vehicle, motorhboat, 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
vehiele, motorboat, or airplane unless there was a taxabloe 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) whicl, 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 (E) which (at the time 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 the case of a highway vehicle
owned by the United States, is used on the highway, a tax of [1 cent]
2 cents a gallon shall be imposed under paragraph (2).

(¢) Rate Repnverion.—On and after [July 1,J 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) Exemrrion ror Farym Usg—

(1) Exesmrrion.—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 subsecction (a)(2) or
(h)(2) on the use of any liquid used on a farm for farming
purposcs.

(2) Usk ON A FARM FOR FARMING PURPOSES.—IFor purposes of
paragraph (1) of this subsection, use on a farm for farming pur-
poses shall be determined in accordance with paragraphs (S, (2),
and (3) of section 6420(c).

(e) ExexprioN ror Use As SurpLies ror VEsseLs.—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 sug)plies for vessels or aircraft (within the meaning of section 4221

(d)(3)).
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L) Temronany Increases 1N T'ax.—On and after October I,
1059, and before July 1, 1061—

L(1) if (without regard to this subsection) the tax imposed by
subsection (n) or (b) 18 3 cents a gallon, the tax imposed by such
subscction shall be 4 conts a gallon, and

(2) if (without regard to this subsection) the tax imposed
under paragraph (2) of subsection (a) or (b) is 1 cent a gallon,
the tax imposed under such paragraph shall be 2 cents a gallon.}

L ¢ L * * *

CHAPTER 32—MANUFACTURERS EXCISE TAXES

SEC. 4061.

Suncuarter A, Automotive and related items.

Svncnarrer B, Household type equipment, ete,

Soncuarrer ¢, Entertainment equipment,

Kuncuarren 1), Recreationsl equt’pmom.

Ruvncnarrer 15, Other items,

Svpcnavrer F.o Special |‘)rovisiuus upplicable to manufacturers tay,
Suncnarren G, Exemptions, registration, ete.

Subchapter A—Automotive and Related Items

Part. 1. Motor vehicles.
Part II. Tires and tubes.
Part 111, Petroleum produets,

PART I—-MOTOR VEHICLES

8ece. 4061,  Imposition of tax,
8ce. 4062.  Definitions.
Sec. 4003. Excmptions.

IMPOSITION OF TAX.

() Avrosomes.—There is hereby imposed upon the following
articles (including in each ease parts or aceessories therefor sold on or
in connection therewith or with the sale thereof) sold by the manu-
fucturer, producer, or importer a tax equivalent to the specified
pereent of the price for which so sold:

(1) Articles taxable at 10 pereent, except that on and after
[July 1. October 1, 1972, the rate shall be 5 percent--

Automobile truck chassis.

Automobile truck bodies.

Automobile bus chassis,

Automobile bus bodics.

T'ruck 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
Le 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 bodics 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
purposcs of this pumJ.zmph, be considered to be a sale of the
chassis and of tho body.

¢

¢ L L4 L ¢ *

PART II—TIRES AND TUBES

Sce. 4071, Imposition of tax,

Sce. 4072. Definitions.

Sce. 4073, LExemptions.
SEC. 4071. IMPOSITION OF TAX.

(n) InposiTioNn AND RaTE oF Tax.—There is hereby imposed upon
the following articles, if wholly or in part of rubber, sold by the manu-
facturer, producer, or importer, a tax at the following rates:

(1) Tires of the type used on highway vehicles, [8 conts]
10 cents a pound.

(2) Other tires (other than laminated tires to which paragraph
(5) applics), 5 cents a pound,

(3) Inner tubes for tires, [9 cents] 10 cenis a pound.

(4) Tread rubber, [3 cents] & 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.

(h) Derermivarion or WEerenT.—For purposes of this scction,
weiFlm 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.

(¢) Rare Repverion.—On and after [July 1,7 October 1, 1972—

(1) the tax imposed by paragraph (1) of subsection (a) shall
be 5 cents a pound; [and]

(2) the taxr imposed by paragraph (8) of subsection (a) shall be -
9 cents a pound; and

[(2)] (8) paragraph (4) of subsection (a) shall not apply.

* 4 *

* * * *

PART III—-PETROLEUM PRODUCTS

Subpart A, Gasoline.
Subpart B. Lubricating oil.
Subpart C. Specinl provisions applicable to petroleum produects,

Subpart A—Gasoline

Scc. 4081. Imposition of tax.

Sec. 4082, Definitions.

Scc. 4083, Lxemption of sales to producer.
Sce. 4081, Cross references.

SEC, 4081, IMPOSITION OF TAX.
(a) IN GeNeraL.—There is hereby imposed on gasoline sold by the
roducer or importer thercof, or by any producer of gasoline, a tax of
E3 cents] 4 cents a gallon,
(b) Rate Repucrion.—On and after [July 1,] October 1, 1972, the
- tax imposed by this section shall be 1} cents a gallon,
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E(c) TEMPORARY INCREASE IN Tax.—On and after October 1, 1959,
and before July 1, 1961, the tax imposed by this section shall be 4
conts a gallon.

* * ] L * *

Subchapter F—Special Provisions Applicable to Manufacturers Tax
¢

¢ $ L] L] * L J
SEC. 4218. UBSBAL%Y MANUFACTURER OR IMPORTER CONSIDERED

(8) GeneraL RurLe.—If any person manufactures, Kroduces, 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 nonfuel purposes, as a material
in the manufacture or production of another article to be manufactured
or produced by him,

&) Tires, Tunes, AND AutoMmoBILE REecEivina 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
uulomobile radio or television receiving set taxable under section
4141, and solls 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 by him.

(¢c) AvtoMoBILE PaRrTs, RAD10 CoMPONENTS, CAMERA LENSES,
Erc.—If any {:erson 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 same manner as if such article were
sold by him, ~

(d) Bicycre Tires AND TuBes.—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 wero sold by him.

(e) CompuraTioN 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 scction, the tax (if based on the price for which the
article is sold) shall be comted on the price at which such or similar
articles are sold, in the ordinary course of trade, by manufacturers,
Eroducors, or importers, thereof, as determined b

is delegate.
SEC. 42198, 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-

y the Secretary or



FEDERAL-AID HIGHWAY AOT OF 1061 37

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.

Subchapter G—Exemptions, Registration, Etec.

8eo, 4221. Certain tax-free sales.

Seo. 4222, Registration.

Beo. 4223, 8pecial rules relatinf to further manufacture.

8ec. 4224, Exemption for articles taxable as jewelry.

Bec. 4225, Ex?umtlon of articles manufactured or produced by
ndians,

8co. 4220. Floor stocks taxes,

Beo. 4227, Cross refercnces,

SEC. 4221, CERTAIN TAX-FREE SALES.

(a) GeneraL RuLe—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 usc 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 supplics for vesscls or aircraft,
4) to a State or local government for the exclueive use of a
State or local government, or i

(5) to a nonprofit educational organization for its oxclusive

use,
but only if such exportation or use is to occur before any other use.

(b) Proor or ResaLE rOoR FuRTHER MANUPACTURE; ProoOF oF
ExportT.—Where an article has been sold freo of tax under sub-
section (a)— :

(1) for resale by the purchaser to a second purchaser for use
by such seccond 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 éor, 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.

(¢) ManvurFacTURER RELIEVED FRoM LiaBiLity 1IN 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 applicable
provisions of law, no tax shall thereafter be imposed under this chap-
ter in respect of such sale by such manufacturer. .

(d) DeriNiTiONs.—For purposes of this section-—

(1) Manuracrurer.—The term “manufacturer” includes a
producer or importer of an article.

(2) Exprorr.—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 POR VESSELS OR AIRCRAFT.—Tho term “supplics
for vesscls or aircraft” means fuel sup’)lios, 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 vesscls nctuu‘llv engaged in foreign
trade or trade between the Atlantic and Pacific ports of the
United States or between the United States and any of its pos-
sessions, For purposes of the preceding sentence, the term
“vessels” includes civil aiveraft employed in foreign trado or trado
between the United Stutes and any of its possessions, and the
tern “vessels of war of the United States or of any foreign nation”
includes nireraft owned by the United States or by any foreign
nation and constituting o part of the armed forces thercof.

(4) STATE OR LOCAL GOVERNMENT.—The termn “State or local
government' means any State, any political subdivision thereof,
or the District of Columbia,

(3) NONPROFIT EDUCATIONAL ORGANIZATION.—The term “non-
profit. educationnl organization” means an educational organ-
ization deseribed in seetion 503(b)(2) which is exempt from
income tax under section 501(a). The term also includes n
school operated as an activity of an organization described in
section 501(¢)(3) which is exempt from income tax under section
AH01(a), if such school normally maintains a regular faculty and
curriculum and normally has a regularly envolled body of pupils
or students in attendance at the place where its educational
netivities aro regularly carried on,

(8) Use IN FURTHER MANUFACTURE.—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
i the manufacture or production of, or us a component part
of, another article taxuble under this chapter to be manu-
factured or produced by him; [or]

(B) in the case of a part or accessory taxable under section
4081(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

l\imc[.] ;or

(C) 1n the case of gasoline tazable under section 4081, such
gasoline is sold for use by the purchaser, for nonfuel purposes,
as a malerial in the manufacture or production of another
article to be manufactured or produced by him.

. . * . . * .

SEC. 4226. FLOOR STOCKS TAXES.

(n) Ixn GENERAL.—

(1) 1956 TAX ON TRUCKS, TRUCK TRAILERS, BUSES, ETC.—On
any article subject to tax under section 4061(a)(1) (relating to
tax on trucks, truck trailers, buses, ete.) which, on July 1, 1956,
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 Secrotary or his delegats, then in licu
of the amount specified in the preceding sentence, the tax
imposed by this pnmgmph shall be at the rate of 2 percent of
the price for which the article was sold by the manufacturer,
prouducer, or importer.

(2) 1950 TAX ON TIRES OF THE TYPE USED ON HIGHWAY VE-
HicLES.—On tires subject to tax under section 4071(a)(1) (as
amended by the Highway 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 the manufacturer, producer, or importer of such other
articles, or

((El) 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 imposed by this paragraph shall not apply to
any tire which is held for sale by the manufacturer, producer, or
importer of such tire or which will be subject under section
4218(n)(2) or 4219 to the manufacturers excise tax on tires.

(3) 1956 TAX ON TREAD RUBBER.~On tread rubber subject to
tax under section 4071(a)(4) g\s amended b{ the Hiﬁhway
Rovenue Act of 1956) which, on July 1, 1956, is held by a dealer,
thoro is heroby imposed a floor stocks tax at the rate of 3 cents
o 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 tho Secretary or his delegato, that all tread rubber held
by him on July 1, 1956, will be used otherwise than in the ro-
capping or retreading of tires of the type used on highway vehicles
(as defined in section 4072(c)).

(4) 1956 TAX oN GasoLINE.—On gasoline subject to tax under
secu'gil}OSI which, on July 1, 1956, is held by a dealer for sale,
therei8 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 cAasoLINE.—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. 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.

(6) 1961 TAXES ON CERTAIN TIRES AND INNER TUBES.—On
tires subject to tax under section 4071(a)(l), and on inner tubes
zuligect to tax under section 4071(a)(8), which, on July 1, 1961, are

l A

gA) by a dealer for sale,

B) for sale on, or in connection with, other articles held by
the manufacturer, producer, or im porlc;r(’;f 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 2 cents a
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pound in the case of such tires, and a floor stocks tax at the rate of 1
cent a pound in the case of such inner tubes. The taxes imposed
v this paragraph shall not apply to any tire or inner tube which is
held for 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. o
(7) 1961 Trax ox TREAD RUBBER.—ONn tread rubber subject™to
tax under scetion 4071(a)(4) which, on July 1, 1961, 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 if such person establishes, to the salixfaction
of the Sceretary or his delegate, that all tread rubber held by him on
July 1, 1901, will be uscd otherwise than in the recapping or relread-
2:(1)97 g{ l.)c')ras of the type used on highway vehicles (as defined in section
c)).

(b) OverrAYMENT OF FLoOR Stocks Taxks.—Scction 6410 shall
apply in respect of the floor stocks taxes imposed by this scction, so
as to entitle, subject to all provisions of scction 6416, any person
paying such floor stocks taxes to a credit or refund thercof for any
of the reasons specified in section 6416.

(c) Meaning or TEruMs.—For purposes of subsection (n), the terms
“dealer” and “held by a dealer” have the meaning assigned to them
by section 06412(n)(4).

(d) Due Datk or Taxes,—The taxes imposed by subsection (a)
shall bo paid at such time after September 30, 1956, as mayv be pre-
scribed by the Secretary or his delegate; except that the tax imposed
by paragraph (6) shall be paid at such time after December 31, 1959,
as may be prescribed by the Secretary or his [delegaw.] delegate.'and
ercept that the taxes imposed by paragraphs (6) and (7) shall be paid at
such time after September 30, 1961, as may be prescribed by the Secretary

or his delegate.
L & * L L * *
CHAPTER 36—CERTAIN OTHER EXCISE TAXES
. . . . . . .

Subchapter D—Tax on Use of Certain Vehicles

Seo. 4481. Imposition of tax,
Seo. 4482. Definitions.

Seo. 4483, Exemptions,

8eo. 4484, Cross reference,

SEC. 4481. IMPOSITION OF TAX,

(az ImposiTioN oF Tax.—A tax is hercby 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 rato of F$1.50] $3.00 a
vear for each 1,000 pounds of taxahle gross weight or fraction thereof.
In the case of the tarable ‘feriod begrrning on July 1, 1972, and endin
on September 80, 1972, the tax shall be at the rate of 75 cenis for suc
period for each 1,000 pounds of tazable gross weight or fraction thereof.

(b) By Wrox Parp.—The tax imposed by this section shall be paid
by the person in whose name the highway motor vehicle is, or is re-
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quired to be, registered under the law of the State in which such ve-
hicle is, or is required to be, registered, or, in caso the highway motor
vehicle is own b,Y the United States, by the ngency or instrumen-
tality of the United States operating such 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 such use occurs to
and including the 30th day of June following.

[(d) OnE Pavment Per Yean.—If the tax imposed by this section
is paid with respect to any highway motor vehicle for any year, no
further tax shall bo imposed by this section for such year with respect
to such vchiclo.}

(c) Prorarion or Tax.—If in any taxable period the first use of
the highway motor vehicle is after the first month in such period, the tax
shall be reckoned proportionately from the first day of the month in which
such use occurs to and including the last day in such tarable period.

(d) Org Tax Liapiviry Per Prrion.—

(1) INn aexERaL.—To the extent that the tax imposcd by this
seclion 18 paid with respect to any highway motor vehicle for any
tarable period, no djurllwr tax shall be imposed by this seclion for
such tazable period with respect to such vehicle.

(2) Cross REFERENCE.—

For privllege of paying tax imposed by this section in install-
ments, see section 6156,

(o) Periop Tax iy Errect.—The tax imposed by this section shall
apply only to use [after June 30, 1956, and before July 1, 1972]
bej;rc October 1, 1978,

S8EC. 4482. DEFINITIONS,

(a) Hignway Motor VenicrLe.—For purposes of this subchapter,
the term “highway motor vehicle” means any motor vehicle which
is a highway vehicle.

(b) Taxanre Gross WEeIGHT.—For purposes of this subchapter,
the term “tayable gross weight”’, when used with respect to any
highway motor vehicle, means the sum of—

{l) the actual unloaded weight of—
. (A) such highway motor vchicle fully equipped for serv-
ico, An
fB) the semitrailers and trailers (fully equipped for
service) customarily used in connection with hig‘luvav motor
vehicles of the same type as such highway motor vehicle, and

(2) the weight of the maximum load customarily carried on
hi%hway motor vehicles of the same type as such hiﬁhwn\' motor
ve

ricle and on the semitrailers and trailers referred to in para-

%)raph (1) (B). . )
Taxable gross weight shall be determined under regulations prescribed
by the Sccretary 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) Oruer DEeriNITIONS.—For purposes of this subchapter—
(1) StaTe.—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-yvear period
beginning on July 1.
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(3) Usk.—The term “use’” means use in the United States on
the })ublic highways,

(4) TaxasLe perion.—The term “larable period” means any
year beginning br{ure July 1, 1972, and the period which begins on
July 1, 1972, and cnds at the close of Seplember 30, 1972,

L J ¢ L L] » L L

CHAPTER 62—TIME AND PLACE FOR PAYING TAX

Sencnarter A, Pluce and due date for payment of tax.
Suncuarren B, Extensions of thme for payment,

Subchapter A—Place and Duc Date for Payment of Tax

See. 0151, Time and place for paving tax shown on returns.

Keo, 0152, Tnstallment payments.

See, 0153, lus!iulllmlmn payments of estimated income tax by indi-
viduals,

Sce. 6154, Tnstallment pnyments of estimated income tax by cor-
porations,

Sec. 6155, Payment on notice and demand,

Sce. 6158, 1 nslc’:l_lo;nrnl payments of taxr on usc of highway molor
tencies,

Sec. [6150] 6\167. Payment. of taxes under provisions of the Tariff
Act,

SEC. 6151, TIME AND PLACE FOR PAYING TAX SHOWN ON RETURNS.

(8) Gexeran Rvie—Except as otherwise provided in this section,
whon 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 from the Seeretary 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).

(b) ExcepTioNs.—

(1) INCcOME TAX NOT cOMPUTED RY TAXPAVER.—I{ tho 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 Sceretary or
his delegate to the taxpaver of a notice stating such amount
and making demand therefor.

(2) USE oF GOVYERNMENT DEPOSITARIES.—For authority of the
Sccretary or his delegate to require payments to Government
depositaries, sce section 6302(c).

(¢) Date Fixep ror Payymrxt or 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
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) CorroraTioNs.—A corporation subject to the taxes im-
posed by chapter 1 may elect to pay the unpaid amount of such
taxes in installments as follows:
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(A) with respeet to taxable years ending before December
31, 1054, four installments, the first two of which shall be 45
pereent, respectively, of such taxes and the last two of which
shall be 5 pereent, respectively, of such taxes;

(B) with respect to taxable years ending on or after
December 31, 1054, two equal installments,

(2) EsTaTes or npECEDENTS.—A decedent’s estate subject to
the tax imposed by chapter 1 may clect to pay such tax in four
equal installments,

(M) Dates PrREsCRIBED FOR PAYMENT OF INSTALLMENTS,—~

(1) Four ixstautMEXTS.—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 tllm date pre-
seribed for the payment of the tax, the second installment shall be
paid on or before 3 months, the third installment on or hefore
6 months, and the fourth installiment on or before 9 months, after
such date,

(2) Two iNsTaALLMENTS.—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-
seribed for the payment of the tax, and the second installment
shall be paid on or before 3 months after such date.

(c) ProratioN or Dericiexcy To INSTALLMENTS.—I[ an election
has been made to pay the tax imposed by chapter 1 in installments and
a deficiency has been assessed, the deficiency shall be prorated to such
installments, Except as provided in section 6861 (relating Lo jeopardy
asscssments), 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 delegato.

(d) AcceLEraTION oF PAYMENT.—If any installment (other than an
installment of estimated incomo tax) is not paid on or hefore 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. 6153. INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX
BY INDIVIDUALS.
* * * ] * * *

SEC. 6154. INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX
BY CORPORATIONS.
* * ¢ & * L J *

8EC. 6155. PAYMENT ON NOTICE AND DEMAND,

(a) GeENERAL RurLe.—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) state
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,
seo sections 6212 and 6213.
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(2) For provisions relating to asscssment of claims allowed in
a bankruptey or receivership proceeding, sco section 6873,
(3) For provisions relating to jeopnn\y assessments, sco sub-
chapter A of chapter 70.
SEC, 6156, INSTALLMENT PAYMENTS OF TAX ON USEOF HIGHWAY
MOTOR VEHICLES.

(@) Priviesag To Pay Tax ix Insraviyvenrs.—If the taxpayer
Sfiles @ return of the tax imposed by section 4481 on or before the date
prescribed for the filing (if such return, he may eleet to pay the tax shown
on such return in equal installments in accordance with the following

table:
The number of
tnstallments
If liability is incurred in— shall be—
July, August, or Septemblier. . oo eeenencnneencnns 4
October, November, or Docember. o. e emeueenceanonn 38
January, February, or March......aeecceeecaeannan 2

(0) Darks ror Pavine InstaLLvexts.—In the case of any taz pay-
able in installments by reason of an election under subsection (a)—

(1) the first installment shall be paid on the date preseribed fer
payment of the taz,

(2) the second installment shall be paid on or before the last day
of the third month following the calendar gquarter in which the
liability was incurre

(3) the thard installment (if any) shall be paid on or before the
last day of the sizth 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 of the ninth month following the calendar quarter in which
the liability was incurred.

(¢) Proratiox or AppirioNAL Tax 1o INSTALLMENTS. —[f an elec-
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 assessed before the dale preseribed for payment of the
last installment, the additional tax shall be 7proraled equally to the install-
ments for which the election was made. That part of the additional tax
so proraled to any installment the date for payment of which has not
arrived shall be collected al the same time as and as part of such install-
ment. That part of the additional tax 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) AccrLERaTION OF PAyMENTS.—If the tazpayer does not me any
installment under this section on or before the date prescribed for ils
payment, the whole of the unpaid tax shall be paid upon notice and demand
Jrom the Secretary or his delegate.

(e) Secrion INaprLIcABLE T0 CERTAIN LiaBILitigs.— This section
shall not apply to any liability for taz incurred in—

() April, May, or June of any year, or
(2) July, August, or September of 1972,
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SEC, [6136] 6157. PAYMENT OF TAXES UNDER PROVISIONS OF THE
TARIFF ACT.
For collection under the provisions of the TarifT Act of 1030 of the
taxes imposed by section 4501(b), and subchapters A, B,C, D, and E
of chapter 38, sco scctions 4504 und 4601, respectively,

¢ . . * . ) .
CHAPTER 65—ABATEMENTS, CREDITS, AND REFUNDS
* L * ¥ L ¥ *

Subchapter B—Rules of Special Application
* ] * & * * *
8EC. 6412, FLOOR STOCKS REFUNDS. ™
(a) INn GENERAL—

(1) Passexakr automoniLEs, kTc.—Where hefore July 1, 1961,
any articlo subject to the tax imposed by scction 4061 (n)(2) has
been sold by the manufacturer, rroducor. or importer and on
such date is held by a dealer and has not been used and is in-
tended for sale, there shall bo credited or refunded (without
interest) to the manufacturer, producer, or importer an amount
equal to the difference botween the tax paid by such manufac-
turer, producer, or importer on his sule of the article and the
amount of tax mado applicable to such article on and after
July 1, 1061, if claim for such credit or refund is filed with the
Secrotary 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 res;;\(rxct. of which the credit or refund is claimed, and,
on or before November 10, 1961, 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
GASOLINE.,—Whero before sJuly 1,J October 1, 1972, any article
subject to the tax imgose by scction 4061(a) (1), [4071(:\)%)
or 24),] 4071(a) (1), (3), or (4), or 4081 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 intended for sale (or,
in the case of tread rubber, is intended for sale or is held for use),
thore shall bo credited or refunded (without interest) to the manu-
facturer, producer, or importer an amount cqual to the differenco
between the tax paid by such manufacturer, producer, or importer
on his salo of the article and the amount of tax made applicable
to such article on and after [July 1,J October 1, 1972, il claim
for such eredit or refund is filed with the Sceeretary 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, 1973, by the dealer who
held the article in respeet of which the eredit or refund is elaimed,
and, on or before lg\‘ovembor 10, 1972,] February 10, 1978,
reimbursement has been made to such denler by such manufac-
turer, producer, or importer for the tax reduction on such article
or written consent has been obtamed from such dealer to allow-
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ance of such credit or refund. No credit or refund shall be
nllowable 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 sule by a producer or importer
of gasoline,

() GAsOLINE HELD ox Juny 1, 1961, -\Where hefore July 1,
1901, uny asoline subject to the tax imposed by section 4081
has been sold by the producer or importer and on such dute is
held by a dealer and is intended for sale, there shall be eredited or
refunded (without interest) to the producer or importer an
amount cqual to the difference between the tax paid by such
producer or importer on his sale of the gasoline and the amount
of tax made applicable to sueh gasoline o and after July 1, 1901,
il claim for such eredit or vefund is filed with the Seeretary or his
delegate on or hefore November 10, 1961, based upon a reguest
submitted to the producer or importer before October 1, 1961,
hy the dealer who held the gasoline in respeet of which the eredit
or refund is chiimed, and, on or hefore November 10, 1961,
reimbursement has been made to such dealer by suech producer
or importer for the tax reduetion on such gasoline or written
consent has been obtained from such dealer to allowanee of such
eredit or refund,  No eredit or refund shall bhe allowable under
this parageaph with respeet to gusoline in retail stocks held at the
pluce where intended to be sold at retail, nor with respeet to
gasoline hield for sale by a producer or importer of gasoline.}

(4) Derrxirioxs, —[For purposes of this seetion- --

(\) The term “dealer” includes a wholesaler, jobber,
distributor, or vetailer, or, in the case of tread rubber subject
to tax under section 4071(n)(4), includes any person (other
than the manufacturer, producer, or importer thereof)
who hold such tread rubber for sale or use.

(B) An article shall be considered us “held by a dealer”
il title thereto has passed to such dealer (whether or not
delivery to him has heen made), and if for purposes of con-
sumption title to such article or possession thercof has not
at any time been transferred to any person other than a
dealer,

* *® * * * * *

SEC, 6416. CERTAIN TAXES ON SALES AND SERVICES.
(n) CoxpiTION TO ALLOWANCE,—

(1) Gexenran rurke.—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 the 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 scction 4041 (a)(1) or
(h)(1)), to the purchaser of the article,
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(i) in the case of any tax imposed by chapter 32 and
the tax imlmsed by seetion 4041 (n)(1) or (b)(1) (diesel
and specinl motor fuels), to the ultimate purchuser of
the article, or

@iii) in the case of any tax imposed by section 4231(4),
(5), or (6) (caburets, cte.) to the person who paid for
the admission, refreshment, service, or merchundise;

() in the case of an overpnyment. under subsection
(M) (2), M(B) (C) or (D), or (h)(4) of this scetion—

() hus repaid or agreed to repay the amount of the
tax to the ultimate vendor of the article, or

(i) has obtained the written consent of such ultimate
vendor to the allowance of the eredit or the making of
the refund; or

(D) has filed with the Seeretary or his delegate the written
consent of the person referved to in subpuragraph (B) (i),
(i), or (iii), us the case may be, to the ullowance of the
credit or the making of the refund.

2) Exceprions,-—~This subsection shall not apply to—

(A) the tax imposed hy section 4041(0)(2) or ()(2) (use
of diesel and speeinl motor fuels), and

(B) an overpayment of tax under paragraph (1), (3) (A)
or (B), or (5) of subsection (b) of this section,

(3) Srecian rvrLes.—For purposes of this subsection—

(A) any tax collected under section 4231(6) from a con-
cessionnire and paid to the Sceretary or his delegate shall be
treated as paid by the coneessionnire;

B) if tax under chapter 31 was paid by a sup‘plior pursuant
to un agreement under seetion 6011(c), cither the person who
(without regard to section 6011(e)) 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 Seeretary or his delegato
determines that an article is not taxable, the 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 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 hefore
the day for filing the return with respeet. 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)(C) to any overpayment
under paragraph (2)(I%), (3) (C) or (D), or (4) of subsection
(b), the term “ultimate vendor'” means the ultimate vendor
of the other article.

(b) Srecian Cases In WhicH Tax PavyMents ConsipErReD 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 reansusTMENTS.—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
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the article or a covering or container, or by a bona fide discount,
rebate, or allowanee, including (in the ease of a tax im|l)oscd by
chapter 32) a readjustiment. for loenl advertising (but only to the
extent provided in section 4216(0)(2) and (3)), the part of the tax
proportionate to the part of the price repaid or eredited to the pur-
chaser shall be deemed to be an overpayment.  The preceding
sentence shall not apply in the cuse of an article in respect o
which tax was computed under seetion 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 l’w part of such price repaid or credited to the pur-
chaser shall be deemed to be an overpayment.

(2) SPECIFIED USES AND REsALES.—Tho tax puid under chap-
ter 32 (or under section 4041(n)(1) or (b)(1)) in respeet to any
article shall be deemed to boe an overpanyment if such article was,
by any person—

(A) exported (except in any case to which subsection (g)
applies);

}B) uscd or sold for use as supplics for vessels or aireraft;

(C) =old to a State or local government for the exclusivo
use of a State or local government;

(D) sold to a nonprofit educational organization for its
exclusive uso;

(E) resold to a manufacturer or Broducor for use by him
as provided in subparagraph (A), (B), Lor ()] (&), or (F)

of paragraph (3);

(F) in the case of n tire, inner tube, or receiving set, resold
for use as provided in subparagraph ( 3) 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;

(G) in the case of a liguid 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 (i1) 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 ease 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 any calendar quarter in vehicles while ougngo(i
in furnishing scheduled common carrier public passenger
Limd transportation service along regular routes; except that
«i) this subparagraph shall apply only if the 60 percent pas-
“enger fare revenue test set forth in seetion 6421(h)(2) is
met with respeet to such quarter, and (ii) the amount of such
overpayment for such quarter shall be an amount determined
by multiplying 1 cent (where tax was paid at. the 3-cent ratoe)
or 2 cents (where tax was paid at the 4-cent rate) for each
gzallon of liquid so used by the percentage which such person’s
tax-exempt passenger fare revenue (ns defined in section
0421 () (2)) derived from such scheduled service during such
quarter was of his total passenger fare revenue (not including
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the tax imposed by section 4201, veluting to the tax on trans-
portation of persous) derived from such scheduled service
during such quarter;

(I) In the ease of a liquid in respect of which tax was paid
under section 4041 (n)(1) nt the rate of 3 conts or 4 conts a
rallon, used or resold for use as u fuel in a diesel-powered
vighway vehicle (i) which (at the time of such use or resulo)
is not registered, and is not required to be registered, for
highway use under the laws ol any State or foreign country,
or (ii) which, in the ease of u diesel-powered highway vehicle
owned by the United States, is not used on the highway;
oxcept that the amount of any overpayment by reason of this
subparagraph 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 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 conts a
gallon, used or resold for use otherwise than as a fuel for the
propulsion of a highway vchicle (i) which (at the time of
such usc or resule) is registered, or is required to be registered,
for highway use under the laws of any State or foreign
country, or (i) which, in the case of n highway vehiclo
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-cont rate;

(K) in the case of any article taxable under section 4061 (b)
fot.her than spark plugs and storage batteries), used or sold
or use as repair or replacement parts or accessories for farm
gqgi;(m;;mt (other than equipment taxable under section

061(a));

(1.) 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 recarping or retreading of tires of the type
used on highway vehicles (as defined in section 4072(05,
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 specinl motor fucls referred to in section 4041(b);

(N) in the case of lubricating oil, used or sold for non-
lubricating purposes;

(0) in the cuso of lubricating oil in respect of which tax
was pnid at the rate of 6 cents a gallon, used or sold for use
as cutting oils (within the meaning of scction 4092(b));
except that the amount of such overpayment shall not oxceed
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.
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(3) 'TAX-PAID ARTICLES USED FOR FURTHER MANUFACTURE,
erc.—1f the tax imposed by chapter 32 has been paid with re-
speet 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 suc{n sccond manufuc-
turer or producer if—

(A) in the case of any article other than an article to
which subpurageaph (B), (C), (D), or () applics, such
article is used by the seccond manufacturer or producer as
material in the manufacture or production of, or as a com-
ponent part of, another article taxable under chapter 32
manufactured or produced by him;

(B) in the case of—

(i) n part or aceessory taxable under section 4061(b),
(i1) aradio or television component taxable under sec-
tion 4141, or
(iii) a camern lens taxable under section 4171,
such article is used by the second manufacturer or producer
as materinl in the manufacture or production of, or as a
component part of, any other article manufactured or
produced by him;

(C) in the case of—

(i) o tire or inner tube taxable under section 4071, or

(ii? an automobile radio or television receiving set

taxablo 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 sold for use ns supplies for vesscls or aireraft;

iD) in the cuse of a radio recciving sct or an automobile
radio receiving set—

(ir} 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
n 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(e) (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 manulacture or production of, or as &
component part of, a bicycle (other than a rebuilt or recon-
ditioned bicycle)[.fl ; or

(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 malterial in the manufacture or produc-
tion of any other article' manufactured or produced by him.
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For purposes of subparagraphs (A) and (B), an article shall be
trented as having been used as a component part of another
article if, bad it not been broken or rendered useless in the manu-
facturci or production of such other article, it would have been
80 uscd.

(4) TIRES, INNER TUBES, AND AUTOMOBILE RADIO AND TELE-
VISION RECEIVING BET8,—If—

(A)@) a tire or inner tube taxable under section 4071, or
automobile radio or television receiving set taxable under
scction 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

(i1) a radio receiving set or an automobile radio receiving
sct is used by the manufacturer thereof as a component part
of any other article manufactured or produced by him; and

(Bg such other article is by any person exported, sold to a
State or local government for the exclusivo use of a State or
local goverument, sold to a nonprofit educational organiza-
tion for its oxclusive uso, or used or sold for use as supplies
for vesscls 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-
guclcg‘, or importer thereof shall be deemed to be an overpayment
y him,
(5) RETURN OF CERTAIN INSTALLMENT ACCOUNTS,—If—

(A) tax was paid under section 4053(b) (1) or 4216(e)(1) in
respect of any lnstallment account,

) such account is, under 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 4216(c)(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.
* * * * &* * *

S8EC. 6421. GASOLINE USED FOR CERTAIN NONHIGHWAY PURPOSES
OR BY LOCAL TRANSIT SYSTEMS.

(a) Nonnignway Usks.—If gasoline is used otherwise than as a
fuel in a highway vebicle (1) which (at the time of such use) is
registered, or is required to he 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 1 cent for cach
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 cach gallon of gasoline 8o used on which tax was
paid at the rato of 4 cents a gallon.

Locau Transir SysTems,— .

(1) Aurowance.—If gasoline is used during any calendar
quartar in vehicles while engaged in furnishing scheduled common
carrier public passenger land transportation service along regular
routes, the Sccrotary or his delegate shall, subject to the pro-
visions of paragraph (2), p«x (without interest) to the ultimate
purchaser of such gasoline the amount determined by multiply-
in w

(A) 1 cent for each gallon of gasoline 8o used on which tax
was paid at the rate of 3 cents a gllon and 2 cents for each
gallon of gasoline 8o 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 passengor 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,
ralaﬁu%to the tax on transportation of porsons) derived from

(2suﬁh scheduled sia)rvico dui:;m ll;ucl;x uartcri . b of

IMITATION.—Paragrap 8 apply in respect o
gaso?ine used during any calendar quarter on{v if at least 60
percent of the total passenger fare revenue (not including the
tax im by section 4261, relating to the tax on transporta-
tion 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 n from such scheduled service.

(c) Time ror ¥FiLina CraiMs; PERIOD COVERED.—

(1) GeneEraL RULE.—Except as provided in paragraph (2)
not more than one claim may be filed under subsection a& an
not more than one claim may be filed under subsection ( S, by
any person with respect to gasoline used during the one-year
period ending on June 30 of any year. No claim shall be allowed
under this paragraph with respect to any one-year period unless
filed c:ln ox('i before September 30 of the year in which such one-year
period ends.

(2) Excerrion.—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 filed 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
celendar quarter for which the claim is filed.

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

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

(2) TAX-EXEMPT PASSENGER FARE REVENUE.—The term * tax-
exempt passenger fare revenue’” means revenue attributable to
fares which were exempt from the tax im by section 4261
by reason of section 4263(a) (relating to the exemption for com-
mutation travel, etc.).
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(6) Exenmprr SALES; OTHER PAYMENTS OR REPUNDS AVAILABLE—
(1) Exempr 8ALES.—No amount shall be paid under this
section with respect to any gasoline which the Secretary or his
delegate dotermines was exempt from the tax imposed by section
4081. The amount which (but for this sentence) would be pay-
ablo under’ this section with respect to any gasoline shall be re-
duced by any other amount which the Secretary or his delegato
determines is payabloe under this section, or is refundable under
any l})roviaion of this title, to any person with respect to such
gasoline, .

(2) GasorLine usep oN rarms.—This section shall not apply
in respect of gasoline which was (within tho meaning of para-
};mphs (1), (2), and_(3) of soction 6420(c)) used on a farm for

arming purposos. T
(f) AppiACABLE Liaws.— | .

6&1%& GENERAL.—AIl d)rovisiona ‘“% law, including gonalties.
plicable in {m? t.of the tax imposed by section 4081 shall,
insofar as ap'phca ig and not inconsistent yith this section, apply

in respect-of“the pfrments;provided for ip this scction to the
same oxtent n&‘if such paymonts constituted refunds of overpay-

monts of the tax so imposed. *

(2) ExamiyaTioN OF-BOOKS AND wrrsnssns‘\-—-For the purpose
of ascertainipg: the; corrégtness of any claimimade under this
section, or u£ orrettness af E}' ayment mad\x in respeoct of any
such clai‘t)n,; 1 Seot;atmz‘ )o (2') . Nel;g&b)e s}mll ve ”t(!}xoezazxulmﬁty
gran Y paragrap »1(2), and"(3) of section relating
to e;:#;uﬁ t'x:on of books' ayd
the person ligble fomtx';' e~ ;

(8) Reaurarfons.—Tha Sedretary or-his delegate may by regula-
_tions pregeribé the conditions, npt inconsigtent with the provisions of
\this section; under which-paymepts may be madg under this section.
(h) ErrecTive DATE. is 8 tg;op"ahull apply only with respect
gasoline u@ased after June_30, 1956, and before [July 1,]
Oclober 1, 1972. —
(i) "Cross REFERENCES.— i Y .

1)_ For reduced rate of tax in %me of diesel fuel and special
motor‘fu%s used for certain nonhighway purposes, see subsections
(a) and (b)-of gection a_lgil.«w" ) i

(2) For partial refund 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 6416(b)
@a. T o

(4) For civil penalty for excessive claims under this section,
see section 6675. L | .

. &5) For fraud ePenalues, etc., see chapter 76 (section 7201 and
and following, relating to crimes, other offenses, and forfeitures).
L ’ . L ] t *

witnesses) as if the claimant were

A s
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CHAPTER 67—INTEREST

Svncnarrer A, Interest on underpayments,
Suncuarrer B, Interest on overpayments.

Subchapter A—Interest on Underpayments

Sce. 6001, Interest on underpayment, nonpayment, or
extensions of time for payment of tax.
See, 6602, Interest on erroncous refund recoverable by
. suit,
8EC, 6601, INTEREST ON UNDERPAYMENT, NONPAYMENT, OR EX.
TENSIONS OF TIME FOR PAYMENT, OF TAX.

Sa) Gexerat Runk.—If any amount of tax imposed by this title
(whether required to be shown on a return, or to bo paid by stamp or
by some other method) is not paid on or hefore the last date prescribed
for payment, interest on such amount at the rate of 6 pereent por
anp;nm shall be paid for the period from such last date to the date

aid.
P (b) Extexsiong or TiMe ror PAYMENT or Estate Tax.—If the
time for payment of an amount of tax imposed by chapter 11 is
oxtended as provided in section 6161(a)(2) or 6166, or if tho time for
myment of an amount of such tax is postponed or extended as provided
y secetion 6103, interest shall be paid at the rate of 4 pereent, in lieu
of 6 percent as provided in subsection (a).

(¢) Last Date PrescriBep vor Pavment.—FKor purposes of this
section, the last date prescribed for payment of the tax shall be
deltormiuod under chapter 62 with the application of the following
rules:

(1) EXTRNSIONR OF TIME DISRRGARDED.—The last date pre-
scribed for }mymont shall be determined without regard to any
extension of time for payment.

(2) INsTALLMENT PAYMENTS.—In tho case of an oloction under
6152(n) or 6156(a) to pay tho 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 8166(b), as the case may be, and

(B? Tho last dato prescribed for payment of the first
installment shall be deemed the last date prescribed for

payment of any portion of the tax not shown on the return.

(3) Jeorarpy.—The last date prescribed for payment shall bo
determined without regard to any notice and demaund for pay-
ment issued, by reason of jeopardy (as provided in chapter 70),
prior to the last date otherwiso 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 in
which the last date for paymont is not otherwise prescribed, the
last date for payment shall be deemed to be the 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 dolegate).
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FEDERAL-AID HIGHWAY ACT OF 1961

TITLE II—INTERNAL REVENUE CODE AND HIGHWAY TRUST FUND
AMENDMENTS

Juxe 12, 1061.—Ordered to be printed

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

- REPORT
together with
INDIVIDUAL VIEWS

{To accompany title II of H.R. 6713)

The Committee on Finance, to whom was referred the bill (H.R.
6718) to amend certain laws relating to Federal-aid highways, to
make certain adjustments in the Federal-aid highway program, and
for other purposes, for consideration of title II thereof, having con-
sidered the same, report favorably thereon with amendments and
recommend that the bill, as amended, do pass.

I. SUMMARY

Title IT contains the financing provisions for the Federal-nid high-
way program. )
cost study presented to Congress by the Bureau of Public Roads.
Department, of Commerce, January 12, 1961, indicated that a total of
$3’})billion is required to finance to completion the Federal share of
the National System of Interstate and Defense ngh\v%ys now pro-
vided by law 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 $926 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 share
of the Interstate System as well as permitting a grndual increase in
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2 FEDERAL-AID HIGHWAY ACT OF 1061

tho apportionments for the \~B-C program to n level of $1 billion a
{cnr. his is nccomplished by bringing into the trust fund $9,367 mil-
ion in revenues in addition to transferving baek to the general fund
$2,492 million in revenues attributable to passenger car and auto part
taxes.
‘Thoe changes from present. law in revenue =owrees provided by
titlo I nve as follows:

1) The gusoline, specinl motor fuels, and diesel fuel tuxes
under both the House and your committee’s versions of the bill
ave continned at the present rate of 4 cents a gnllon, These
under present lnw, ave scheduled (o vevert to 3 conts a gallon ns of
July 1, 1061,

(2) The taxes on tires for highway-type vehicles and inner
tubes under both versions of the bill ave increased to 10 cents a
pound, The tax on tread rubber is increased to 5 cents a pound
tnder the House bill and to 4 cems a pound under your commit-
tea's amendments,  Presently, the rates of these taxes ave 8 conts,
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 additionnl percentage points of the manufacturers’
tax on trucks, buses, and trailers under both versions are dedi-
cated to the i:ighway trust fund, However, under the Houso
bill this dedication begins on July 1, 1961, and under your com-
mittee’s amendments on July 1, 1062, This presently is a gen-
eral fund revenne. The first 5 percentage points of this tax al-
ready are a highway trust fund revenue sounree,

(5) The highway trust fund in both versions is continued for
an additional 3 months beyond June 30, 1972, and all taxes now
dedicated to the fund are continued ns inighwuv trust fund rev-
enues at the proposed tax rate levels for the additional 3 months.

(6) The provisions of present law, which would for the 3 fiscal
yvears 1062, 1963, and 1964 divert 5 percentage points of the
manufacturers’ taxes on passenger cars, ete.,, and on antomobile
parts and accessories 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 on
highway motor vehicles weighing over 26,000 pounds on a quar-
terly basis and for the exemption of gasoline }’rom 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.

II. REASONS FOR THE HIGHWAY FINANCING PROVIDED
BY THE BILL

1, Buckground of problem

In 1956 Congress enacted a greatly expanded program of Federal
aid for interstate highways. At that time Congrgss ﬂided that this
Interstate System, as well as the other Federal-nid highway programs
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the so-called A-B-C program), should be separately financed
through a specinl highway trust fund in order to maintain these pro-
grams on an independent basis. Such a highway trust fund was
established for the 16-year period from June 30, 1000, to July 1, 1972.
Into this trust fund were deposited certain highway user exciss taxes;
numely, all of the taxes on gusoline, diesel fuel, special motor fuel, trend
rubber, tives,sand inner tubes, and the use tax on highway veilicles.
In addition, half of the 10-percent manufucturers’ tax on trucks, buses,
and trailers was placed in the fund.

A special provision in the Highway Revenue Act of 1056, the
so-called Byrd amendpent, was designed to give assurance on a year-
by-year basis that no deficit would develop in the highway trust tund,

his provision requires that before apportionments of Federnl-nid
highway funds can be made to the States for the Interstate System,
estimates must. bo made of the revenues expected to be in the fund at
the time the expenditures avising from the apportionments can be
expected to ocenr,  'To the extent. that theso estimntes show that there
will be any deficiency in the fund, the Secretary of Commerce is
m{uiml to reduce the apportionments to the States.

Iy 1950 it had heeame apparvent that the revenuves devoted to the
trust fund were insnflicient to linance 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 Tnterstate System was $25 billion,
This by 1059 had been increased to an estimate of £3@ 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, Tn 1939 Congress was also faced
with an immediate deficit in the trust fund for the fiscal year 1960
of $490 million which would have grown to $1,305 million by the end
of the fiscal year 1961 if the apportionments already made or planned
for those years were to be earried out,

In view of the pressing nature of the immediate financing problems,
Congress in 1950 attempted only a temporary solution to the highway
financing problems. .\t that time it provided a 1-cent increase in the
- gasoline, special motar fuel, and diesel fuel taxes for the period from

September 1, 1959, to June 30, 1961, This was expecter{ to provide
~ an increase in trust fund revenues of $1,035 million for this 22-month
- period. For the fiseal years 1962 through 1964 the bill provided that
b percentage points of the manufacturars’ taxes on passenger cars and
automobile parts and accessories were to ba dedicated to the trust fund.
These funds, which presently are general fund revenues, would have
increased highway trust fund revenues by about $2.5 billion and
decreased general fund revenues by the same amount,

. In addition to the above reazons for concentrating its major effort
In 1959 on the short-run financinl 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
nonhighway 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 study was not then completed. The purposs of this
study was to detevmine what taxes should properly bo imposed, and
in what amounts, in order to nssure, insofar us practicable, an equitable
distribution of the tax burden among the various classes of persons
using the Federal-aid highways or otherwise deriving benofits from
these highways.

The study on highway cost allocations required by section 210 of
the Highway Revenue Act of 1056 and also a report on revised costs
of completing the highway program now arve available. In addition,
the President has recomended a new plan for revising the finnncing
of the highway program. In this he has stressed his desive that the
passenger car and auto parts and accessories taxes not bo diverted
from the genoral fund as 18 provided by present law for the fiscal yeavs
1062, 1063, and 1964, Instead, he has proposed the continuation to
1972 of the 4-cont tax on gasoline and the increasing of o series of tuxes
which would be borne primarily by the trucking industry for the
period up to June 30, 1072,

8, Committee amendments

‘The bill as amended by your committee for the most part is the sume
as the House-passed bill.” However, it does depart from this hill in
three respects,  First, it defers for 1 year the transfer of half of the
10-percentage-point. tax on the manufacturers sale price of trucks,
buses and tmi}els. Five percentage points of this tax already repre-
sents a highway revenus soures and the House-passed bill wounld
have transferved the remmining 5 percentage points of this tax to the
highway trust fund for the period from July 1, 1961, through Sep-
tember 30, 1972, Your committee’s bill provides such n transfer for
the Pm‘iod bef,rinuing July 1, 1962, and ending on the same date as
the ITouse bill.  This I-year delay in the transfer of this (ax revenue
to the highway trust fund will preserve $143 million of revenues for
the general fund for the fiscal year 1962, Thus, for the current budget
this will mean that vevenues in this respect will he maintained %ren'
the general fund at the level planned by the President in his budget”
message to Congress.

The transfer for subsequent years of the remaining half of this
manufacturers’ tax on trucks, ete,, to the trust fund can bo taken into
account in plans for the various budgets as they are prepaved in the
future. Your committee has been assured that this will not affect ap-
portionments before the fiscal year 1964 and then, of course, only ton
minor extent,

The second change made by vour committee in the Iouse bill is
concerned with the tax on tread rubber. As previously indicated, the
ITouso bill would increase this tax from 3 cents a pound to 5 cents n
pound. Your committee’s amendments provide for a tax of 4 cents
a pound. Your committee modified the House bill in this respect
heenunso it believed an increase of 3314 percent. was as large an in-
crease as should be provided in a tax of this type where most of the
producers involved arve small businesses. It is estimated that this
change will decrease the revenues which otherwise would have been
provided under the House bill by $+ to $8 million a year.

The 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 Jost by shrinkage or evaporation and other causes to the
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extent. of 1 percent of the tax paid on the gasoline e sells.  Since the
gasoline tax usually is based on the volume of gasoline the retail
dealer purchases, he not. only prys tax on the volume of gusoline he
resells but. also on the gusoline he loses through shrinkage, evapora-
tion, ete. ‘I'his is a disevimination which many States have recognized
and removed by granting vetail denlers specinl shrinkage and evapora-
tion allowances. The allowances provided by varvious States are
shown in table 1. Your committee’s bill corrects the present dis-
crimination in the Federal tax base in u similar manner. It is esti-
mated that this will vesult. in a revenue loss of $18 million a year.

Panty: 1L—8tates which huee adopted vefund laes for retallers of gusoline

Pereent Pereent
GUOrEIl e v ece v v revmanmneenee= 0 North Dakotde e cecancan emvame= 1,0
Fiovidite emer v cvamen ememmma———= e 20 VNeaccnvrecenccrancnnmnmconne= 1.0
Minnesotfle,ene ccnea ———— wemmne 1.0 WISCONSINa e wemmrweomn o O
Y 118 1117711 commewom——— 1O PenNescep.. . crcicacvcancenene + 3
New Humpshire. o oo..o. e wwe 1,0 CoOlridOacnvccmeeaaes cmmm———— -- 1.0
| 1111 177 YN e ————— 1.0 Textbaaaneoo.o ————— ———— - 0
0 veecmrnmmmeermtmeeem e - 10

3. Comparison with President’s proposals

Title 1I of this bill, as amended hy vour conmittee, like the House
hill, aceepts much of the President’s plan for financing the highway
program. 1t stops the transfer of the passenger car and auto parts
taxes from the general fund. It continunes to 1972 the 4-cent tax on
gasoline, specinl motor fuel, and diesel fuel. Tt increases the taxes on
tires of the type used on highway vehicles and inner tubes to 10 cents
a pound. It increases the tax on tread rubber to 4 cents a pound (the
Honse bill would have increased this to 5 cents) and the use tax on
trucks weighing over 26,000 pounds to $3 per 1,000 pounds. Al of
these increnses either are the same as recommended by the President
or are steps in the direction of his recommendations, .\ more detailed
comparison of the bill as amended by your committee with the Presi-
dent’s recommendations and the changes which would be made by the
House bill is shown in the next section of this report,

The major difference between both the House and your committee's
bills on one hand and the President’s recommendations on the other
hand is that although the bills increase substantially taxes on
truckers, it was not. considered appropriate to make the full incrense
recommended by the administration. In part this conclusion was
reached because it Delieved it would be unfortunate to make so sub-
stantial an incvense in the costs of the truckers, As is shown in table
2, even with the modest incrense made in costs by your committee’s
hill, the total of existing and proposed road-user taxes will be around
5 percent of total operating costs and may well in many cases exceed
the profit margins. In addition, the truckers are fuced with substantial
State roaduser taxes which, ns indicated by table 2, ave approximately
134 times the propo=ed Fe(ieral taxload. ~In addition, restricting the
increases in truck taxes is also justified upon analyzing the various
means of allocating costs among varvious classes of highway users.
A\ subsequent section of this report compares the allocation of high-
way costs provided by this bill with the two principal methods for
allocating highway costs nmong the various classes of highway users;
namely, the “incremental” and the “differentinl henefit” methods,
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TAnLR 2.—Eslimalcd operaling costs and tarcs of sclected motor vehicles under
commitice bill

{Cents per mile)
Pederal motor vehicle taves d
Operating
Gading | rosdus et o
Vebicle tyje excludiug | rosd.user ellec
M rosd-user tares Present ? ,ﬁ'ﬁ:‘f prosent
s o | commities | Jaw and
ocomm
bill bill
é&a!?mot-m‘. e aseseanaenene 3.5 0.62 0.5% 0.01 0.5
igle-unit tucks:
bR R T 2.08 Ril .82 .01 .8
R Y N TN .3 LA .- 02 K/}
Combhinations with semnitratlers:
a‘ash‘- ‘4'!0.0.0 pounds gross vehicl
weieht:
Gasoline-powered. . vvvececennennes .60 2.10 .3 A7 1.8
Diesel-powered....oo.... O 32.45 .87 2 i LY
M\k; h‘;?" pounds gross vehick
WNelg :
Gasoline-powertd s evvetrviennnene 5. 80 2.40 1.8 IR 1.81
Dicselpowerd ... oL 34.6) 208 LY W8 1.38
&a\ki l(‘.".‘. pounds gross vehicle
weight):
Gusoline-powered. o vvvavnns srersen 2.7 3.4 i N 23
Dicsel-powered...ooovinene rerver . 41.82 an 1.72 "7 1.98

¥ Includes all Foderal exclse taves on motor fucl, motor vehicles, tires, parts, and accessories, and other
‘t:‘ie.'s {losu;ly assoclated with motor vehicles or their use, whether or not they are dedicated to the highway
st fund.
¥ Present Jaw as in effect for Oct. 1, 1059-June 30, 1951,

8ource: U.8. Departinent of Commerce, Bureau of Public Roads.

The nonhighway user benefits which will be derived from the high-
way program also are impressive. It is believed that these costs jus-
tify the dedication of a limited amount of general fund revenues for
use of the highway trust fund. The revenues dedicated in this man-
ner 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. Dresently, one-half of this tax already is assigned to the highway
trust fund. The bill dedicates the other half to the trust fund as welf,
although as noted above, this dedication under your committee’s
amendments is deferred for 1 year.

The highway ucer cost study suggests that approximately 8 percent
of the highway costs are properly attributable to nonhighway users,
This represents the portion o¥ the nonhighway use readily 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.

t is sometimes suggested that this 8-percent charge agninst non-
highway users already has been recognized by the g\it that a sub-
stantinl 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 ahout $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 n “diversion” from the general fund the A-B-C expenditures
should likewisa be considered a “diversion” from the general fund.
Table 2 shows that these A~-B-C expenditures from tﬁ: trust fund
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since its inception have amounted to nearly §4.8 billion, Thus, the
revenues dedicated to the trust fund exceed this figure only by §1.0
billion. Moreover, the general fund revenues which have been dedi-
cated to the highway trust fund are nlmost entively taxes imposed
with respect to the highway use and on that basis it can be claimed
that they properly are allocable to any road program carvied on by
the Federal Government. In this connection it should be noted that
thres highway-user taxes will remain among the general fund reve-
nues. The principnl 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,

TAavLe 3.—Comparison of revenuca which wonld have deen available (o gencral
Jund® if the interstate program hud not been catablished with cxpenditures
{S%r f;';ymru. sccondary, and urban (A-B-C) highways, July 1, 1956, to June

L}

[ Miltions of dollars)
Fiscal year Estimated A-B-C Fiscal year Estimated A-B-O
revenue | expenditures revenue | expenditures
1957, cvecmnmecvonnsens 78 $T58 1 1901, cnvimrrinnnanene $1,448 * $907
1958, . rensnrernrraes 1,300 836
1 1,3% L,u2 Total..oeeeenen. 6,371 4,763
1960, .... [ . 1,415 1,079

¥ Based on the following excise tax rates in effect prior to 1956 act:
5 ?a.?ol{lgg& and specisl motor fuels: 2 cents por gallon, transferred to highway trust fund beginning
[1] .
‘Trucks, buses, und trailers: 10 percent, of which 2 percentage points was transferred to highwa
trust fund for the fiscal year 1957 and 3 additional percentage points for subsequent years, y
Tires: § cents per pound, transferred to highway trust fund beginning Ju'ls 1, 1687,
. Es;l(‘z‘l':':liil 9 conts per pound, transferred to highway trust fund beginning July 1, 1857,

Your committee agrees with the House that the factors outlined
above justify a modest diversion from the general fund of an amount
equil to the remnining half of the truck tax.

A third significant area in which both the House and your com-
mittee’s bills differ from the President’s Fmposnl is in the case of the
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 7
cents a gallon. Your committee considered this differentinl rate for
diesel fuel, but concluded that such a change would not be desirable in
view of the effect it would have in changing 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
from the House 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 6 shows the revenue under your committee’s bill in greater detail,



Tausvy 4.—Comparison of cstimated highway revenues under H.R. 6713 and 1{.R. 6713, as amended by your commilice

{1z millions of dollars]
Magufactorers’ taxes on— ‘Tolals
Gasoline and other motor Truck use
foels, 4 conts per galion tax on
Trucks, buses, and tratiers Tread rubber wehicies
Inncr- over
Fiscsl R Tires, | tubex, | 26,000
year Houso Your 10 cents | 10 cents | pounds, | Interest Your
Your bilt, Your House | com- per per 3 per House | com- | Didler-
Houso cofme. Difter- | 10 per- com- Ditler- bilt, mittee’s | Ditter- | pound | pound 1,000 - 11} mitter’s | cnow
bl mittee’s | ence cent of | mittee’s | ence % conts bill, [ ] m {both | pounds
bl + manufec-| bill3 per 4 cents bills) (ath
turers’ pound per bill)
price pound
2,418 AR faeae. .. 24 xn ~—g 354 ix 20 2 b %4 3, 0m -147
2,484 2,465 Lty 27 21 -t I in 137 3 3,319 3294 -25
2,662 2,583 -19 n b -6 304 1.3 144 4 3, 4% 3.3 -
2,614 2,5 -2 2 o -7 i 18 151 4 3,495 3, UR -
2,675 2,655 -2 xi 20 -7 X iR 154 4 3,576 1,549 -
2,78 2,713 -20 34 b -7 3NS5 iR 162 4 3,654 3,67 -
2,702 277 -21 35 n -7 Eo I8 167 4 3,70 3,70 -2
2,852 2,841 -21 36 ] -7 00 1] 16 4 2, nav 3,70 -2
2,918 2,896 -22 3 30 -2 L. iR 17 4 3, RR7 3,858 -2
2, DR 2,904 -22 R n -8 417 18 1°5 4 3,976 3, M4 -0
3,060 3,037 -3 L. 2 -8 427 18 177 4 4,070 4,039 -31
1,250 1,228 -29 131 6 -§ 112 4 k] L] 1,475 1,441 -3
Total...l 31,34 31,008 -230 36 7 -39 4,34 an 1,768 45 41,626 41,168 —~458

1961 40 JOV AVAHOIH a1v-1vH3aqad

1 Tax receipts Joss refunds,  J1.R. 6713 does not provide for ailg.u allowance, hut 11.R. 3 July through Seplember,

6713 aslnmended provides for a “*1-perornt Joss allownnce refun |
2 Half of 10 peroent goc to trust fund in fixcal yenr 1962, all thereaftor, Source: UK, Department of Commerce, Rurean of Public Rowlx,
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Tanve 5.—Estimated highway trust fund revenues under present law and revenues added by H.R. 6713 ax amended hy your commitlce

[in miltions of dollars]
Rovenues under present law Bcvmad&dbyma.ausmbymm
Guger Tatal
line Maoufacturer's taxes on— Truck Manufacturer’s taxcs og— Truck peesrnt
and e tax Total | Gaxo- uretsx{ sod
other on ve- reve- | line onve-| Net Dew
Fiscal l‘nofm " A hicles Ia nues | and - A hicles | total | reve-
year uels, [Trucks,] Tread Innoer- Parts | over - | avail- | other |Trocks,| Tread Inner- | Auto- { Parts | over | reve- | oues
3oents | buses, jrubber, | 8 cents tubes, | mo- snd | 26,000 | ter- | able | motor buses, lrubber,| Tires, | tubes, | mo- and | 26000 | noes | svall-
“m‘ sad 13cents]| or5 |0oents biles, | acoes- Ipounds,! est | under | fuels, | and loent | 2cents | 1 cont | blies, | soces- jpocnds,| sdded | adie
'l tradle per | cents per | Sper- | sorics, | $1.%0 present{ 1 oent | trail per per per less | sories, | $1.50 &y” under
ers, 5 { pound | per cent | Sper- | per law nﬁrn ers, 5 | pound { pound | pound qwm& less per bill
{peroent| pound oent 1,000 ?{percent peroenty 1,000
pounds pounds
1,320 H n L 2% DY S PO I 2% 3§ 14821, . volerman cavuswasl anfean . KRR
1,608 m 13 24 17 33 8] 22044 |........l... cosesnes] 20
1,457 107 14 7 15 H 131 2057 |. . 20070
2,044 142 15 21 19 W1 -3 2.5 o o PPYSUR RS W 2,536
2,302 142 15 e 16 {oeuu.... cmmsmnee 461 —~21 2857 .......1..... PO P ol . S SRS 2,857
1,804 143 15 246 16 [173] [+ 50 21 326 U |........ & -] 2 =-69| ~13 9] -1 3,080
1,860 146 16 201 16 82 137 5l 31 3.2 596 146 ) [+ 2 ~-W2] -137 ] 7 3.2
1,m7 149 17 200 16 709 14 56 41 3,308 616 149 6 o8 2] -0 ] —144 k] 76 3,354
1,088 163 19 3 10 |oevene]ecnonnen 50 41 2517 629 153 ) a 2 e 2 951 &, 468
2,010 186 19 07 16 {. . 11} 4] 2573 G45 156 v a 2 icoacan)icinenn % e 3. 549
2,054 15% 2 313 16 |........ carmamas 63 41 262 650 159 s Q2 2 b2d " %62
2,097 162 2t 318 10 & 4] 2643 674 162 7 3 -3 PO IO 92| L.ox 3,703
2,142 164 2 32 16 86 41 2739 59 164 7 KL - 3 DU SO 1033 Low 7
219 166 2 331 181 ... een]ivoneann 67 41 2797 705 166 ] 76 b 3 DU SO P 104 | 1,061 3.8
2,242 169 2 330 16 (.3 41 2861 w2 i) 7 s 2 icrmesc]encoonnd 107 ] 1,085 3,946
2,208 172 24 7 16 |..... U J— L 4] 290 k2l 172 8 0 2 08 1,109 4,039
19‘3 30 39 2 . PO I 32 902 o4 ] 110 4 wosnsons ] LS 1.4%
Total..] 31,905 | 2,275 288 | 4,589 3| 2,080 412 853 70]42803] ®100] 1,660 b ] 03 2% |~2,000 | —$12] 1,081} 9,2 52,190
lemmdpuknm{mds. Temmrnrymtmu,oal.!w.twhlme 3 From Habilities sccrued to Jul 1.:m.mmmm nvgl::bh.
;mx. under present law; from co sm{ soerued prioe to Oct, 1, 1977, i
Gamoline tax receipts less refunds, stock refunds where

Source: U.8, Demtoﬂ'nmm Bareau of Public Raads,

1961 J0 IOV AVMHDIH QIV-IVHIATd
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TanLe 6.—Estimaled revenues (o the highway trusi fund under H.R. 8718 as amended
by your commiliee, July 1, 1868, through Sepl. 30, 1978

{In militons of doliars)
Motor f Trucks Vehicle
Fisoal - viner, | 10 00mis | tobes; | raboer, | oot to0
USO8, o
yoar |Qasoline,| Diesel, 10 parcent] per 10 osnis | ¢ cents pounds | Total

R Rl Bl - Rl P -9

' nlp?ou prioe $ pou weight
062....... 328 o3 418 143 30 18 20 2 3,078
083....... &m 103 i’m 203 358 18 2 n 3,291
054....... 2.418 118 2.5 o 364 18 a3 [ 330
085....... 2470 124 2,504 308 3N 18 23 81 .44
068....... 2,523 132 2,658 312 318 18 2 56 {.MS
08.ceun.. 2,874 139 2,113 318 385 18 F 14 63 (v ]
068....... 2,628 145 am M 1 1 23 (34 3,60
009....... .67 153 2,831 328 400 1 2 69 3,718
900..c0uve 2,738 158 2,808 32 401 b} 3 n .85
mol Rl Ml @) & 8 8| W
Wil e n| L o4 ne [ 0 1.4
1 Includes avistion gesoline; but all refunds, including 1 perosat Joss allowance refund, have been

deducted.
3 Half 1o trust fund, hall (o general fund in fisoal yoar 1062; sll Lo trust fund thereafter.
3 July through Beptember. ¥

Bouarce: U.8. Department of Commerce, Burceu of Publio Rosds,

1, Motor fuel taxes

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 n gnllon. Without this action these taxes would
revert to 3 cents a gallon as of July 1, 1061. 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 fuels, 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 shrinkage 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

our committee’s bill are expected to raise revenues of the fund by

.3 billion, over the period up to 1972. This represents an annual
increase of between $600 and $700 million. This will raise aggregate
gg{llgctxons from the fuel taxes over the period 1957 to 1972 to $40.3

illion. ‘
8. Taxes on tires, inner tubes und 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 the high-
way vehicles is 8 cents a pound. Both versions of the bill raise this
rate to 10 cents a pound. The tax on inner tubes for tires now is 9
cents o lpound and this also is raised by the House and your commit-
teo’s bill to 10 cents a pound. The President in his message proposed
increasing the tax on tires and tubes to the same levels,
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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 thess increases
are made effective for the period from July 1, 1861, to October 1,
1972, The President would have raised the tax on tread rubber to
10 cents a pound. )

The increases in the taxes on tires, tubes and tread rubber are ex-
pected to increuse revenues for the highway trust fund for the period
up to 1972 by $1 billion under your committee'’s bill. Present law
revonues from these taxes for the period 1957 to 1972 will amount to
$0.1 billion. Thus, regate revenues from these taxes can bo ex-
pected to amount to about $6.1 billion over the entire period of the
trust fund. The additional annual revenues provided by thess taxes
can be expected to range from $71 to $60 million. Your committee's
action with res to these taxes raises from $4 to $8 million a year
leas than the House bill because of the lower tread-rubber tax, Over
the period up to 1972 this is expected to amount to $79 million in

aggregate.
3. Use taw on trucks

The third source of new revenue provided by the bill is the increase
mado in the tax on the use of motor vehicles weighing more than
6,000 pounds. Both versions of the bill raise this to $3 a year effec-
tive for the fiscal year beqhminquul{) 1, 1061, and continues it at
this level until October 1, 1072, The President has pro an in-
orease in this tax to the rate of $5 per 1,000 pounds, The bill also

rovides for the payment of this use tax in quarterly installments,
Vhbiesl installment procedure is described in greater detail in section
oW,

For the period from 1057 to 1972 the changes made in the motor
vehicle use tax will increase revenues by $1,001 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. 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 Committes on Ways and Means
has requested the Treasury 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 the regulations gqverpin%eﬂle linbility of taxpayers for this
tax. It is believed that it will be u{)ossibla’m the future to obtain
substantinlly. greater compliance with this tax and as a result in your
committee’s estimates it is assuming the tax is collected in full. X.ls‘o,
the weight classifications for trucks now provided in the lationa
are to be reviewed by the House Committes on Ways and h?eans and
this also may result in changes in the classification which will raise
the revenue collected from this tax. - . o
4. Three months' ewtension of trust fund ‘
. 'The fourth source of revenue grovided by both ‘versions of the bill
is a 3-month extension of the life of the h;ﬁhway trust fund beyond

June 80, 1972. Thus, the revenues provided by present law, as well
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a8 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, 1072, under the bill will continue ut
present or f)roposed. rates until October 1, 1972, Thus, the 4-cent
tax on gasoline, specinl motor fuels, and diesel fuel will revert to 1}
cents as of this date, Also, the 10-cent tax on tires of the type u
on highway vehicles and on inner tubes will revert to 5 and 9 cents
a pound, respectively, as of that dute. In addition, as of that date
the 5-cent tax on tread rubber will expire as also will thoe use tax on
highway vehicles weighing over 26,000 pounds.

he effect of continuing the highway trust fund for these additional
8 months will be to increase revenues of the highway trust fund by
$1,150 million. Thus, as is shown on table 5, all of the $1,471 million
ex{wctod to be collected in the fiscal year 1973, excegt. the $321 million
(shown as revenues under ,{)msent aw) attributable to liability in-
curred before June 30, 1073, represents new highway trust fund
revenue resulting from this extension.

5. Dedication of manufaoturers' tam on trucks, eto., to fund

The fifth source of revenus provided by the bill is the dedication
of the remaining b percentage points of the manufacturers’ tax on
trucks, buses, and trailers to the highway trust fund, Five percenta
i){omts of this tax has been dedicated to this fund since 1056, ‘The

ouse bill dedicates the remaining b Korcentage points to the high-
way trust fund beginnh)ﬁ July 1, 1001, and your committee’s bill,
beginning July 1,1062. The highway trust fund is expected to derive
$1.660 hillion in additionnl 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
under existing Inw, meuns that the highway trust fund will derive
arproximntely $3.9 billion from this revenue source over the life of
the highway trust fund.

0. Repeal of provision dedicating auto and. parts taxes to fund

Both versions of the bill A)revent the transfer from the general fund
to the highway trust fund of 5 percentage points of the taxes on
‘mssenger cars, etc., and on auto parts and accessories, Under present
aw, as a result of the action taken by Con 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. This is in conformity 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 8-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 recommendations of the President

The President in his message on the highway 'progmm also requested
two further nctions aflecting the financing of the highway trust fund,
He recommended that Congress 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-
z~zteu(‘1z of retaining them in the highway trust fund as is presently
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 fund has the effect of
reducing expenditures which otherwise would have to be mude from
the highway trust fund by an estimated $397 million over the period
until 1972, an annua) effect of $36 or $37 million.

The President in his recent tax message reconnnended the imposi-
tion of a tax on aviation fuel other than gasoline; namely, jet fuel.
He would initially impose this jet fuel tax at the rate of 2 cents n
gallon. However, he would then provide annual increments in this
rate, and also in the rate of the tax on gusoline used by airplanes, of
one-half cent o year until “the portion of the cost of the uirwa?'s
proper}lg allocable to civil aviation is substantially recovered by the
tax.” The House Committes on Ways and Means decided in the case
of the aviation fuel presently dedicated to the highway trust fund
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 o% from
$13 to $23 million,

8. Eflect of changes on apportionments and expenditures
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 fund. The te revenues
available for the trust fund under existing legislation for the entire pe-
riod it is in existence, as shown on table 7, i8 expected to be $42.8 bil-
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 our committee is $52.17 billion. This indicates that
m“ committee’s bill will increase the revenues of the highway trust
d by $9.87 billion over the period from July 1, 1961, to Septem-
ber 30, 1972, or, on the average, by approximately $845 million in
each of these 113 years,
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TanLy 7.—Eatimated status of Nghway trust fund under cxisling legislation

{In millions of dollars)
Apportionments Bxpenditures
Balance in
Fiscal year Rovenues | the fund
Primary, Primary, on June ¥
Interstate mondury‘ Interstats | sccondary,
and urban und urban
From before 1080..ecvrcaceenss 140 R (R I R
1087, ieiervenenssvarrarsannane L1718 1458 1,483 18
caressssssssrassransrraree 1, 700 8% [3(3 836 20U 1,049
hessvervrasvannes cose 2, X0 1,381 2801 .12 2,088 &
ereesanasnnrsrnee ceruen 2, 500 ] 881 1,079 2,838 19
levesscesnnsnssnvoncncensnes 1, 800 833 901 Va7 2.35‘ 108
resevvessersarrarsseusreren 2,200 K84 2,078 [} ] L. 313
eersenssrsrosennessassesves 2,000 035 %, 378 918 3,223 364
rrereserevensvesserearennrey 1. 500 935 2, 141 1] 3,308 008
resrurerssrrsrssacnssrorens 1,400 938 838 N? 2,517 M
resreesssnersassessrsrvavans 1,600 [ 1) .00 o 2,873 308
evresvansrnenserrsoarrnreny 1, 700 935 0613 el ] 2.6 38
rosve . cvronens 1,900 235 708 o3 2083 353
erernrnverronresoerrornsnss 1,900 38 . 798 3 2.1%9 354
eesroonsrssressensesssenase 1,02 233 146 043 M 4a
G 935 748 043 2. 86} 634
1072..ccocenravrcracresensencec|ronasconcene 935 624 s 2,990 1,997
AN 1072, cerveecrcrnrcereccos]eerocernenen]snrvsersrene]ocrarererce]eernsancecss [F 1] 2318
Tota).coeeeerernnrvonens 25, 440 16,087 25. 440 18,048 42,803 |.cevrnenvene
1 Includes emorgen fef as well as special funds Lotaling $502,000,000 8 foned for 1959,
§ Rooelpts on tax u‘-'ﬁaife’m accrued prior to July 1, 1972, 00 apport
TasLe 8, —Kstimaled stalus of highway irust fund under ITouse bill
{In millions of doliars)
Apportionments EBxpenditures Revenues Ral
Fisca) ‘ P Pri 'in&ho
Fear mary, mary, und on
y Interstate seoond? Interstate m«md-y Present | Addi. Total | June 30
ary, and ary,and | sources | tional
urban !} urban ¢
From belore—
1957...ccn comaven 140 [+5- 71 PRI cossoresasficecrenes IS R PO
1LY S, . 1,175 829 208 758 1,482 |.ceeenenss | X A6
1008 ccecreonnanes 1, 700 859 675 836 2,044 |.......... 2,044 1.019
199...... [, 2,200 1,381 1,500 1.1l 2087 1..cceneee . 2,087 523
1960 2. 500 w6 1,861 1.0 2588 |.eevrennes 2,536 1
1961.. 1,800 883 1,901 967 2857 L.oeneeee. 2,857 108
1962 2.200 8384 139 913 3,210 n .27 253
1063 2,400 930 2,32 898 3,223 96 3,319} s
| 2,600 058 2.451 /14 3,308 101 3, 409 409
1985, . cevrernanas 2.700 [\ 553 177 ] 2,517 98 3,405 29
1968..cccceceaven 2,800 950 2.645 [« 7] 2.573 1,003 3,876 428
1081..... vessoone 2,900 080 273 949 2.6%9 1,028 3.65¢ 91
1068, . vecececcnen 3,000, 1.008 2.838 958 2.683 1,048 3™ 3%
1900..c.vecorraeed S,00C1 1,008 2.888 72 2739 1,008 3,807 28
1900, cccermonnvas 3.000 -3,0C3 2.901 7 M 1,0%. 3,887 307
W erveannnns 2,685 1,003 992 10 ] 2,881 LIS 3.076 i
™ ’mﬁ'se"'i'ib"" cneeeceese] 1005 3,108 060 2,930 1,140 4,000 ne
o » Wy . N
107 eeetsefencesneedfeasereecee|  301] ar|  am| ] wanl e
Total....ee....] 37,000 16,532 37,000 15,463 42,803 9,825 52,628 {...cenee.-

t[nclades emergency reliel program, as well as special f.ands totaling $302,000,000 apportioned for 1059,
# Recelpts on tax ahdlities sccrued firfor 1o Sept. 30, 1972,
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TanLg 0.— Estimated stalus of highway trust fund under your comniitice's Yill

{In millions of dollars)
Appartiotunents Expenditiuios Reovenues
Balance
Fisoal rel e ond o
'ear rimary, rlinary, und on
} Intorstate mwul! Interstate] second. | Preseut | Addis Total | Juno 30
ary, and wry, and | sources | tional
urban ¢ urhan ¢

From belore 1087, ... Ho 06 |overeene]ioennnrene P I R .
7 L17S X2 e ) 8 },4x2 1,482 810
1, 700 KW a5 36 X | 2,044 1,049
2,200 | RN | 1. 501 1Ln2 2,087 1. 2,087 52
2,50 wé 1,80 1,009 2,536 |, 2, 536 19
1,800 KQ 1, W Ay 2887 |. 2,887 108
2,20 a8t 139 i3 3, 216 3,0%) 130
2,49 w0 2318 ] .2 3,2 a0
12,50 953 2,408 wr 3, 08 3,384 208
12,60 WS 2,818 1] 2517 3, 468 298
1200 #R0 2,500 K32 2,573 3,59 b
12,800 wo 2054 vie 2.6 3,627 358
3,00 1,008 2754 R 2,683 3 s M9
31 1, 00% L8H vi2 2,78 3,719 n
33,100 1,008 2,08 " 2,797 3 88 s
33,088 1,008 3,078 o 2,80} 3,940 160
........... 1,008 3. 900 2,430 4,08 1. .........
.................... 5,43 N 21 1.4 -203
3,000 10,832 37,000 15463 | 4250 0367 ] S170|..........

1 Inclndes emergency relic! program, as well as special funds totyling $532,000,000 spportfoned for 1959,

' Ma‘omovmmm of $10:,000,000 of yeur aithori-ation deforred pursuant 1o sec. 209(g) of 196 act.

¥ Includes apportionment of smonts defersed from prior yers,

¢ Amount un! available ln highway trust (und {rom revenues provided by Sanate Finance Committee
bill, assumed to be provided from other sources.

£:

Cost estimates submitted to Congress this Inst January pursuant to
wovisions of section 104(b) (5) of title 23, United States Code (II.

c. 40, 87th Cong., 1st sess.), indicate that additional interstato
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
ronds now fixed at an annual level of $9256 million be increased by
$25 million a yenar 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 specinl
funds are $418 million (the difference between the A-B-C expendi-
tures shown on table 7 and those shown on table 8). This $18
million, plus the $11,560 million of additional funds required by the
Interstate System indicates a need for $11,978 million in additional
oxpendituras. 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 $9.367 million (see table 9), which is within $203
million of the amount required.

IV. THE COST ALLOCATION STUDY

The development of title IT of the bill in part was based on an
analysis of the proper ways of allocating the cost of highways among
various clusses of beneficiaries. The highway cost aﬁocatmn study
was developed by the Bureau of Public Roads pursuant to the pro-
visions of section 210 of the Highway Revenue Act of 1956, as amended
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by section 2 cf the act approved August 28, 1958, This study was
ordered—

to make available to the Congress information on the basis
of which it may determine what taxes should be imposed
& * & to assure insofar as practicable an equituble distri-
bution of the tax burden umong the various classes of per-
sons using the Federal-nid highways or otherwise deriving
benefits from such highways.

This report was submitted to the Congress January 16, 1961, and
printed as House Documents 54 and 72, 87th Congress, 1st session.

1, Highway revenues and the general fund

The highway cost nllocation study first aual‘yzed in detail the ques-
tion of how much of the Federal cost of highways should be borne
by taxes on the genernl public and how much should be borne by
taxes specifically on highway users, The conclusions reached in the
cost nllocation study can be summarized as follows:

Revenue requirements of calendar year 1004 . .o ccveeveaccncenccan $3, 548, 500
Net allocation to motor-vebicle user tAXe8.everececncencccnonncenan $3, 274, 708
Percentage distribution to UBEr8.cerverccencccrnnercennnemeare 02,20

Allocation to other revenue sources:
(1) Direct cost items not chargeable to motor vehicle users:

Funds apportioned to Puerto RiCO.aueammeaearencnaan 80, 663
Military loading (bridges)... ——— - 1,182
Military vertical CleAraNCCacecccaccvnncncrcconncncone 5, 064
Navigational cle8ranCe..-cccccccavrrencnrcrcemmrenan 11,170

Publlc uthlity relocations. .ccaee..- 50, 728
Total..... - 74, 838

(2) General allocAtloN...ccccevecnenncrcorrencnconesmnecrens 108, 804
(3) Total allocation to other revenue sOUrces.. ocaceveeee 278, 702
Percentage distribution to non-users. —— - .7

1Assuming completion of the Interstate S8ystem 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 an 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 hi%hway 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 publioc utility
relocations, costs incurred to meet military and navigational require-
ments, and certain funds quortloned 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 classes of users

The other principal problem dealt with by the highw:g cost allo-
cation study was the question of the relative tax burdens which
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should be imposed upon different clnsses of users, namely, passenger
automobiles, buses, and trucks of various sizes. .

Tho highway cost allocation study developed allocations under sev-
eral different methods of spreading costs belween various classes of
usors but attention was concentrated on the results developed under
two of these methods, namely, the incremontal method and the differ-
ential benefit method. ) )

The incremental method was applied on the basis of a detailed
annlysis of the results of a 4-year study, on a specially designed test
road, conducted under the auspices of the American Association of
State Highway Ofiicials. In principle, the incremental cost method
attempts to classify the various highway costs and to associate cach
of theso classes with the particular class of user for whose benelit they
wero incurred. The incremental method allocates genernl costs on
n mileago basis but allocates additionn] increments of costs to the
special types of road users which make the incurring of these costs
NBCERSATY.

n the differentinl benefit study, an estimate was made of the rela-
tivo advantages derived from the Federal-nid highways by various
classes of usors. These relative advantages, or differentinl benefits,
wore then used as a basis for allocating the annual cost to the various
classes of users.

The differentinl benefit analysis involved fivst identifying the types
of bonefit from highway improvement capable of measurement. The
benelits taken into account were reduction in vehiele operating cus!,
reduction in cost of accidents, reduction in traveltime, and reduction
in driver strain and discomfort.

The effect of highway improvements on reduced accident costs,
reduced cost of vehiclo maintenance, etc, was determined from a
number of specinl 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,

Reduction in travel distancn,

Reduction in rise and 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 under the differential benefit method and
incromental 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 1961, 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 estimnted 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 nonhighway users.

A com¥arison of the payments required under the bill with the two
methods for allocating costs shown in table 10 indicates that in the case

§. Rept. 867, 87~-2——8



TasrLe 10.—Federal cxcise

ymenis per mile lo the highway trust fund wunder presenl law, the President's

proposal, Ilquac bill, and your

commillce's 5’5:, compared Lo cost responsshilily indicated by the incremental and differential benefil cost studics
Conts per mile Ratio to automobile tax respoasibility Ratio 10 automohiie tax responsthility
indicated by tncremental cost study by diderential benefit study
Vehicle ¢ !
pe Incro- | Differ- | Pres. | Presi- Your | Incre- | Pres | Prest- Your | Difter-| Pres. | trreq. Your
men ontial | ent | dent’s | Houss | com- {mental] ent dent’s ; House | com. | onttal | ent dent's | lonwe ; com-
cost | bonefit| law! | pro- bill mittee’s] cost | laws pro- wittee's benefit! law ! | o bill mitice's
posal 1 bt | posal 3 | o posal 2 i
Automobhile. . .. - 0.313) 0.323] 0307 | 0.3 0.315 0.313 1.00 0.95 Lo2 Lol 1.00 1.00 0.95 0.99 0.98 0.97
Single unit trucks:
2-axle, 4-tire..... <267 356 437 .451 517 516 8% 1.40 1.4 .65 1.65 1.10 1.35 1.40 1.60 1.60
co2axle, Gtire L., mseaswean 458 <458 <664 .702 802 ] 146 2.12 22 2.% 255 L2 .06 217 248 247
Combinations with semitrailers:
Mxh;.hw.ow gross vehicle
W 1:
G’:!molim powered..oee e aeee..] LAR ] 123 1191 1.2 1.518] 1.513 4.5 3.81 5.0 4.85 4.853 3.91 3.0 4.93 4.39 “«“. R
iesel powered. .o eeeeveeennn ... 148 | L23| 1.023) 1.882] L31| 1.367 4.5 k%~ 6.01 4.38 4.5 3.9l b & 5.53 “ 4.3
1-:1\&;. hﬁwlx} pounds gross vehicle
weight:
Cnsaline powered 1.808 | 14621 142 ]| 1.833] 1.781 17704 88 4.50 5.86 35.69 5.6 4.50 4.42 S G 5.5 50
Divsel powered -uef 1.508 4621 L1167 | 217 L& L5% 57 33 6% 4.92 4.90 4.5 3.61 6.35 4.7 4.75
s-nxkl".ﬂ:;z.m pounds gross vehicle
weignt:
Gasoline powered....coeenee.... -} 25271 LTGRO LKRO| 2387 23w 292 gor 6.01 7631 wX| u S.st 5821 230 T .1
Dicsel powered......... savanses wo] 2527} LTV L4S6| 206911 L9 | L9 8.07 4.75 8.60 619 6. 16 a4 4.60 8.33 6.00 547
1 Tax ratio in effect Jan. 1, 1961, Source; U.S. Department of Commeree, Bureau of Public Roads,
2 Included in the President’s mossago of Feb. 28, 1961,

81
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of automobiles the payment provided under your committeo’s bill lies
between the differentinl benefit method and the incremental method.
Iere the differential benefit. allocation method is slightly higher than
either the pnyment under the committee bill or the ineremental meth-
od. In the case of pickup trucks and stake trucks (the 2-axle 4-tire
and 2-axle 6-tire trucks), the cost under the committee bill is higher
than under cither of tlhe cost allocation methods, It is diflicult not
to nssign too large « share of the tax to these classes of trucks be-
cause of their relutively low mileage. Also, in this case the manu-
facturers' tax on’ trucks is an important. itens and is the reason why
the cost. under the committes bill in these enses exceeds the cost under
the President’s proposal.  (Under his proposal this snme cost exists for
the vehicle owner but is charged to the general fund.)

For vehicle combinations such as truck, tractors, and trailers, the
pryments under the bill, with one exception, fall between the charges
which would be made under the differentinl benefit. and incremental
methods, Tho exception is in the 3-nxle gasoline-powered vehicle,

Your committes belioves that it is proper for the burden under the
bill to fall between the charges pro\'ule(* by the two methods insofar
a8 possible, Tt takes this view because in part it appears desirable that
the cost. be spread on the basis of benefits in the various classes of
usors and in part. that it be spread on the basis of the additional costs
incurred because of each of the various classes of users, It will be
noted that the President’s proposal much more closely follows the in-
t'cmllll(!l‘l‘lﬂl method, ignoring almost entirely the differentinl benefit
method.

‘Table 11 shows, by individual taxes, how the cost per selected vehicle
is derived and this 1s compared with the payments required under the
incremental method and differential benefit method.

TanLe 11.—Estimales of annual trust fund revenues from selected vehicles, under
exisling legislation, and your commillce's bill, compared lo estimated tax
responsibilily

’head' Parts
Onso- | Diesel [Vehicle] Tires [Inner-f rub-] and [Vehicle] Total
line excise tubes] ber | accese | use
sories
Automobile:
Trust fund revenue from—
Esisting law for—
Fiscal year 1961..... $26.88 Joevvenri]ocnronen $2.15 180.12 180.32 [........}-ccuu... $29.4
Fiscal year 1964, . ... 2.13 |........ $11.10) 215] 2] .32] 80.60........ 34.42
N.R. 6713 amended by
your committee, 1904.] 26,84 |........ 269 ] 13} 43 eeecri]ererenns 30.09
Required payment under—
Incremental incthod. .. Jeeeeenrcdoereveer]oevacens ver R EUR I 30.00
Differential benefit
e, ‘.“me‘um}‘. .............. . [T PORRPIN covoes PRI DU IR F - 31.00
re truck:
Trust fund revenue from—
Eaisting law for—
Fiscal year 1961.....1 30.00 |........ a3 23] 5] 2T eeeenofenennn.. 30.30
Fiscal year 1064, ... 2280 lee.eeen. 639] 239} .25] .27 ] ) I < 3231
H.R. 6713 amended by
your commitice, 1964.] 30.00 §........ 12.78 299 .28 .30 )eeeeei]eenennnn 44.41
Required payment under—
Incremental method. ... Jeccovicevcrarorencicfevneneorerseomccnervmnnedenoann. 2100
l)metrl(‘gaual benefit
2T ¥ i%s (s FOPUNSSPRRIPPRS SEIPRR SN (ORI NEPUNI SR NI M R 32
2-axle, G-tire truck: w
Trust fund revenue from—
Existing Inw for—
Fiscal vear 196)..... S0 48 |ooee.... 13.R0 TIF{LWI L3 e, 0.4
Fiscal year 1964 ... 42,36 {eourenns 13.50 7131 L2111 | 9 Ui PO 0. 78
II.R. 6713 amended by
your committee, 1964.] 56.48 |........ 271.00 - < | ) PO IO 95.82
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TaBLE 11.—Estimalcs of annual lrust fund revenues from selected vehicles,” under
ezisting legislalion, and your commitlec’s bill, compared to estimated  lox
responsibility—Continued

Tread| Parts
Qaso- | Diesel {Vchicle] Tires |Inner-} tub-| and |Vehicle] Total
line excite tubesi ber | acces- | use
sories
2-asle, 6-tire truck.~Cont.
Required payment under—
Incremental method .. f.o..ooo b b aeee] $55.00
Ditterential  benefit
method. ... el PRSI SOOI FRR R RN IS SN o] 85,00
3axk gasoline tractor semitratler
combination:
Trust fund revenue from—
Existing taw for—
Fiscal year 196]..... $320.00 |........ $50.75 | $27.87 [83.15 [85.60 |..__.__. 60| 476.38
Fiscal year 1964 .. 200 | 5.75 | 20.87[3.153] 561 6.85 @] 40323
H.R. 6713 amended by
your committee, 1968, 320.00 |........ 119.50 | 348471350 | 7.43 [........ 120] 60532
Required pay nient under—
Incrementa method ... oo o]l PO SR FN J SN 571.00
Ditterential  beancfit
method. ..o b 505.00
J-avle diesel tractor seuitrailer
combination:
‘Trust fund revenue from—
Enisting law for--
Fiscal year 1961 .. 1. .. ... 4423 | 68.25] 27.87 1315 861 | ... 60| 409.16
Fiscal year 1964, 4. ____. .21 | R25| 27873151 5.61 4.39 6! 35243
H.R. 6713 amended by
your committee, 19644 _____ 20623 1136.50 | 34.84 {350 | 7.43)........ 120 | 5i6.60
Required payinent under—
Incremental method.... 571.00
Ditferential  benefit
method . 505. 00
4-avle gasoline tr
trailer comhintion:
‘I'rurt fund revenue from—
Fatting Law for-~
Fiscal year 1964 856.89
Ficcal year 1964, 71820
H.R. 6713 amended b
your committee, 1964, 1,064. 41
Required payment under—
Incremental method. ... 1,085.00
Ditferential benefit
mwethod. ... ... §71.00
{-axle diesel tructor semitruiler
combination:
Trust fund revenue from—
Exiring law for—
Fiscal year 1961, ... f........ 436.36 { 110.99 | 5853 | 7.35 HL.79 |........ 95.00 | 700.02
Ficcal year 1964..__.)._...... 37.21 | 110.69 | 53531235 J1l.79 856 | 75.00 | 599.49
H.R. 6713 amended by
your cominittee, 196§, 98 920.39
Required payment under—
Incremental method .___ 1,085.00
Ditterential benefit
method ...l 871.00
S-axle gasoline tractor semi-
trailer combination:
Trust fund revenue from—
Faisting law for—
Ficcal year 1968, ... 942,76 {........ 127.25 | 12124 fi2. 14 422,93 ... .. 90.00 [1,316.12
Fiscal year 1964, ... 707.07 |..eeee.. 127,25 | 120,24 [12.14 22.73 | 23.96 | 90.00 {1,104 39
I1.R. 6713 amended by
your committee, 1964 | 942,96 {....___. 254.50 | 151.55 {13.49 [30.30 [........ 216. 00 [1,608. 60
Required payment under—
Iocrementalmethod .. bbb ceeeanaf1,769.00
Ditferentlal benefit
method. oo PO S, [OUTUIUN SO 1,245.00
S-avle diesel tractor semitraller
comination:
Trust fund revenue from—
Existing law for—
Fiscal year 1961.....]....... 651.16 | 143,18 [ 12t.24 12,04 [22.73)..._.... 90.00 [1,040.45
Ficcal year 1964..._.).._..... 45937 { 14318 [ 12124 |12. 14 [22.73 ] 12.78 | 90.00 | ‘890, 44
H.R. 6713 amended by
your curnmitlce, 1964 [........ 650,16 | 256.36 [ 151.55 [13.49 130.30 |........ 216.00 {1,348 86
Required payment under—
Incrementalmethod. ... |....... foooo oo e e 1,769.00
Ditlerential benefit
(7738 o) PR PRI FUSUPRI NP JN PR AP R S, PN 1,245.00

Bource: U.S. Department of Commerce, Bureau of Public Roads,



FEDERAL-AID HIGHWAY ACT OF 1961 21

V. INSTALLMENT PAYMENTS OF TAX ON THE USE OF
HIGHWAY VEHICLES

Both versions of the bill add n new provision to the Internal Rev-
enue Code (sec. 6150) providing that those subject to the tax on the
uso of highway motor vehicles weighing over 26,000 pounds ma
clect to pay this tax in installments. T'his provision hus been adde.
to title 1I of the bill because it was recognized that, in the case of
truckers operating on quite limited funds, the requivement that this
entire tax be paid in one payment works a real financial lu\rdslu;‘).

Under existing regulations, any person incurrmﬁ; 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 (o file
more than one return during the year and under the new provision
separate election to pay an installment may be made with each such
return unless the return is filed in the Inst 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 dny of the third month following the calendar quarter in which
linbility was incurred. The third installment, if any is due, must be
paid on or befors the Inst 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 bused on the presently prescribed
date for filing the return. This table of payments, it will be noted,
presents a plan for regularizing nll payments after the initial Y)a ment
which, of course, is determined by the month in which liability is
first incurred.

If the liability was | 1st installment is | 2d installment i3 | 3d installment {s | 4th Installment is
fncurred in— due on or before due on or before due on or before due on or before
the last «lay of— the last day of— the last day of — the last day of—

July..vrrcocicconnens AUgust....ceeeee.e Deceinnr.........| Mareh. .. oeee.... June.
AUBUSL. ceervnreverenens September., ....... Decembet......... March..covevennes June,
Beplember. coveeenenees October. .......... Decenber......... LYRTL TR June,
(L1 17 R Noveuiber, ....... March.cevienenens UNY.vrncrenronnns
November. ...eeeeneen. December......... March............ June...cceeerenenes
eoeber..cecrencnnnn January.....cceee. March.eeecreenees JWiB.eeerereromnes
January..... February......... JUNG.eeerrernnrees
February. —oveeeeneen.. farch..c.ccvvvens b 111 T,
................. April une v

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 hability 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 linble 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 the fotal tax or any installment when due, the second owner
may be required to pay any tax remaining due. His linbility begins
in the month in which he 18 notified of it by the District Director of
Internal Rovenue. IHe may then pay the tax in installments if more
than 8 months remain in the fiscal year.

Technical provisions added in connection with this installment
privilege are gimilar to those applicable in other cases where taxes are
paid in installments. Thus, where any part of a tax is omitted from
n roturn filed by a taxpayer who has clected the installment privilege,
this_additionn] 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 Trensury or his delegnte.
Also, whero a taxpayer fails to pay an installment on or before the
dato prescribed for pnyment, the bill provides that the entire unpaid
tax must be paid upon notice and demand from the Sccretary of the
Treasury or his delegate.

Interest on underpayments of installments runs from the due date
for the installiment. However, where the installment privilege has
been terminated, and the time for payment. of remaining installments
nccelerated by the issuance of n 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.

VI. 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 s)ropnno are widely used as raw feed stock
by chemical companies in the manufacture of plastics and petrochemi-
cals. Under present law these products when sold for use or used by
any person for the pro‘mlsion of n motor vehicle, motorboat or
airplane are subject to the snme 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 clnimed.

The chemical companies have found that natural gasoline also is
capuble of being used in the manufacture of plastics and other petro-
chemicals. It has been reported that it is an excellent charging stock
for petrochemical manufacturing, bein;f suitable to supplement exist-
ing 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 the manner commercially primarily because of
the net 2-cent-a-gallon tax which must be Pnld.

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 Con has followed in generally not
taxing articles which are used in the manufacture of other articles.

’
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As a result of these considerations, title IT of both versions of the
bill provides an exemption from the gasoline tax in the case of
gasoline sold for use b{ the purchaser (or his purchaser) for nonfuel
purposes ns n materinl 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 as an
ingredient of the article being manufactured or produced, as would
bo 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 machin-
cry at a plant would not. be considered as used as a materinl in the
manufacture or rroduction 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
a component part, or is used as n material in, another article if the
gasoline serves as n fuel either by itself, or as a fuel additive to another
product. No changoe in present law is intended in this respect,

The bill also amends the code (sec. 4218) to permit n similar
exemption from tax where the producer or importer of the gasoline
himself makes a nonfuel uso of the gasoline as a material in the
manufacture or production of another article. In addition, the bill
amends the code (sec. 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 materinl in the manufacture or production of another article.

Since gasoline presently is not being used for the purposes described
above, and since 1t n‘)pears unlikely that it will be so used so long as
the rresent 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 gnsoline 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 committes has added an amendment to the bill providin
that retail dealers of gasoline are to be compensated for the tax pai
on gusoline which is lost by shrinkage, evaporation, or other causes.
The Euyment is to be 1 percent of the gasoline tax on the gasoline
sold by the dealer.

Under present Inw 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 the person
from whom he makes the purchase, any amount of line he loses
is tax-paid gasoline. In the past, when the tax was imposed only on
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the producer or importer, Co recognized that this type of treat-
ment discriminated against wholesale distributors and as a result in
1959 permitted these distributors 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 sales. As a
result, in order to remove this discrimination in the cass of retail
dealers, your committee's amendment, in lieu of imposing1 a tax at
the retail level, grants the 1 g)ercent shrinkage allowance to the dealers,

Claims for payment of this allowance are to be filed on an annual
basis for the year ending June 80. 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 farms or gasoline used for certain nonhighway
purposes of by local transit systems Sunder sec, 6421). Also, no
nllowance i to be paid to a retail dealer for gasoline sold by him
to another dealer including a wholesale dealer or distributor of
gasoline,

This allowance with respect to shrinkage, evaporation, etc., is to
be available only with respect to gasoline sold by retail dealers after
June 30, 1961,

Since all of the receipts from the gasoline tax are appropriated to
the lu%hwny trust fundl: 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 oomglianca with subsection (4) of rule XXIX of the Standin
Rules of the Senate, changes in existing law made by title II of the bilF
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

* * ¢ L J * * L ]

BEC. 209. HIGHWAY TRUST FUND,

(a) CreaTioN or TrusT Funp.—There is hereby established in
the Treasury of the United States a trust fund to be known as the
“Highway t 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.

DEecLArRATION oF Poricy.—It is hereby declared to be the

policy of the Congress that if it hereafter appears—

" (1) that the total receipts of the st 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 epf -the tax burden among the various
classes of persons using the Federal-aid highw‘:fvs or otherwise
deriving benefits from sugh highways, is not eq ta’ble, .
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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¢) TransrFer To Trust FunDp or AMoUNTSs EQUIVALENT TO
CERTAIN TAXES.—

(1) IN ceNERAL.—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 [Julg' 1, 1972] October 1,
1972, under the following provisions of the Internal Revenue
Code of 1964 (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
fuelsl)‘, 4)071(9,)(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 4081(a)(1) (tax on
trucks, buses, etc.);

(Cg 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 perceni of the tax received after
June 30, 1902, under section 4061(a)(1);

SDg 37 gercent. 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 l:;h(; type used on highway vehicfes, 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-

In the sass of ny tax described in sub h (4), (B)

n the case of any tax descri subparagrap , OF
(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) Excisp TAX ON AUTOMOBILES, PARTS AND ACCESSORIES
erc.—There is hereby appropriated to the Trust Fund, out of
money in the Treasury not otherwise apprggmted, amounts
equivalent to that portion of the taxes received in the Treasury

ter June 30, 1961, and before July 1, 1964, under subsection
(a)(2) (tax on passenger automobiles, etc.) and ) (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
6 percent in lieu of the applicable rate. ) .

(3) LiABILITIES INCURREr =FORE [JuLy 1,] ocroBEr 1, 1972,
FOR NEW OR INCREABED TAXES.—There is herei)y appropriated to
the Trust Fund, out of any money in the Treasury not otherwise
a})p‘ropriated, amounts equivalant to the following percentages
of the taxes which are received in the Treasury Fafter June 30,
8. Rept. 867, 87-2——4 - ‘



26

FEDERAL-AID HIGHWAY ACT OF 1961

1072, and before July 1, 1973, and which are attributable to
liability for tax incurred before July 1, 1972,] after September 30,
1978, and before July 1, 1973, and which are attributable to liability
for tax incurred before October 1, 1978, under the following pro-
visions of the Internal Revenue Code of 1954—

(Az 100 percent of the taxes under scctions 4041 (tnxes on
dicsel 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, otc.);

 ((8)] 3’735 percent of the tax under scction 4071 (a)(1) (tax
on tires of the type ured on highway vehicles); and

(C) 60 percent of the tax under section 4071(a)(!) (tax on
tires of the type used on highway vehicles) and 10 percent of the
tax under seclion 4071(a)(8) (tax on inner tubes for tires); and

(D) 100 percent of the tax under section 4481 (tax on use
of certain vehicles).

(4) MetHOD oF TRANSFER.—The amounts appropriated by
aragraphs (1), (2), and (3) shall be transferred at least monthly
rom 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) reccived in
the Treasury. Proper adjustmentss all be made in the amounts
subsequently transierred to the extent prior estimates were in
excess of or less than the amounts required to be transferred.

[ ] & ® & * L [

(1) ExpenpiTures FroM TrusT Funp.—

(1) FEDERAL-AID HIGRWAY PROGRAM.—Amounts in the Trust
Fund shall be available, as provided by appropriation Acts, for
making expenditures after June 30, 1956, and bofore [Julgr 1,}]
October 1, 1972, to meet those obligations of the United States
heretoforo or hereafter incurred under the Federal-Aid Road Act
approved July 11, 1016, 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.---.. '~ ' NCe8
made pursuant to subsection (d) shall be repaid, and interest on
such advances shall be paid, to the general fund of the T'rcasury
when the Secretary of tho 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
subsecltiion (e)(2) for special obligations and shall be compounded
annually.

(3) ’lyawsrms FROM TRUBT FUND FOR [GASOLINE USED ON

FARMB8 AND FOR CERTAIN OTHER PURPOBEB] FOR PAYMENTS MADE

WITH RESPECT 70 0AS0LINE.—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) [and 6421], 642! (relating to
amounts paid in reeyect of gasoline used for certain nonhigh-
way purposes or by local transit systems), and 6424 (relating to
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amounts paid in respect of gasoline lost by shrinkage, evaporation,
efc.) 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, October 1, 1972.

(4) 1972 rrLoor sTocks REFUNDS.—The Secretary of the
Treasury shall Puy from time to timo from the 1'rust Fund into the
general fund of the I'reasury amounts equivalent to the following
percentages of tho floor stocks refunds made before July 1, 1973,
under scction 6412(a)(2) of thoe Internal Revenue Code of 1054 —

(A) 40 percent of the refunds in respect of articles subject
to the tax imposed by scction 4001(n)(1) of such Code
(trucks, buses, etc.);

(B) 100 percont of the refunds in respect of articles subject
to tax under [section 4071(a) (1) or (4) of such Code (tires
of the type used on highway vehicles and tread rubber)]}
section 4071(a) (1), (8), or (4) of such Code (certasn tires, tubes,
and lread rubber); an

(C) [66%] 80 percent of the refunds in respect of gasoline
sub{ect. to tax under scction 4081 of such Code.

[(5) 1961 rLOOR 8TOCKS8 REFUNDS ON GASOLINE.—The Secre-
tary of the Treasury shall {my from time to time from the Trust
Fund into the general fund of the Treasury amounts equivalent
to the floor stocks refunds made before July 1, 1962, under sec.
tion 6412(a)(3).]

*

* * * * L *
INTERNAL REVENUE CODE OF 1954
CHAPTER 31—RETAILERS EXCISE TAXES

® ® - @ [ J L [ .

Subchapter E—Special Fuels

Seoc. 4041. Imposition of tax.
Sec. 4042, Cross reference.
SEC. 4041, IMPOSITION OF TAX.

(a) DieseL Fuen.—There is hereby imposed a tax of [3 cents] 4
cenis a gallon upon any liquid (other than any product taxable under
section 4081)—

(1) sold by any person to an owner, lesses, 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 fucl 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 forei

country, or (B) which, in the case of a diesel-powered highway vehicle

owned by the United States, is not used on the higbway, the tax im-

fosed. by eragraph (1) or by pnragragh (2) shall be 2 cents a gallon.

f 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 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 used
on the highway, a tax of [1 cent] 2 cents a gallon shall bo imposed
under gnmgmph (2).

(b) Seecia. Moror Fuens.—There is hereby imposed a tax of
[3 conts] 4 cents a gallon upon benzol, benzene, naphtha, liquefied
Yotroleum gas, or any other liquid (other than kerosene, gas oil, or
uel oil, or any product taxable under section 4081 or subsection (a)
of this section)—

(1) sold by any person to an owner, lessce, or other operator of
a motor vchicle, 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 highwag use under the laws of any State or forei
oour:giy or (B) which, in the case of a highway vehicle owned by the
Uni ébates, is used on the highway, the tax imgo&ed by eragraph
(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 highwai 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 [1 cent}
2 cents o gallon shall be imposed under paragraph (2).

(c) Rate Repucrion.—On and after [July 1,3 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) ExemprioN FOR FArM Use—

(1) Exemprion.—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 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) Exemprion ror Use As SuppLiEs For VEsseLs.—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 aus))plies for vessels or aircraft (within the meaning of section 4221

(d@E
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[({f) Temporary INcrEAseEs IN Tax.—On and after October 1,
1959, and before July 1, 1961—

L(1) if (without regard to this subsection) the tax imposed b
subsection (a) or (b) is 3 cents a gallon, the tax imposed by suc
subscction shall be 4 cents a gallon, and

(2) if (without regard to this subsection) the tax imposed
under paragraph (2) of subsection (a) or (b) is 1 cent a gallon
the tax imposed under such paragraph shall be 2 cents a gallon.j
. . . . . * .

CHAPTER 32—MANUFACTURERS EXCISE TAXES

SuBcHAPTER A, Automotive and related items.

Surcuaprrer B. Household type equipment, eto.

SuscHAPTER . Entertainment equipment.

Suscuaprrer D, Recreational equipment.

SuncuaPrer E, Other items,

SuBcHAPTER F. %peclal ?rovislona applicable to manufacturers tax,
SuncuaPTER G. Exemptions, registration, eto.

Subchapter A—Automotive and Related Items

Part 1. Motor vehicles.
Part II. Tires and tubes.
Part III, Petroleum products.

PART I—-MOTOR VEHICLES

Sec. 4061, Imposition of tax.
Seo. 4062. Definitions.
8eo. 4063. Exemptions,

8S8EC. 4061, IMPOSITION OF TAX.

(n) AuromoBiLes.—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 of the price for which so sold:

(1) Articles taxable at 10 percent, except that on and after
[July 1,] 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, ‘



30 FEDERAL-AID HIGHWAY ACT OF 1961

A sale of an automobile, trailer, or semitrailer shall, for the
purposes of this paragraph, be considered to bo a sale of the
chassis and of the body.

. . . . * . .

PART II--TIRES AND TUBES

8eo. 4071. Imposition of tax,
Seo. 4072. Definitions.
Secc, 4073. Exemptions.

SEC. 4071. IMPOSITION OF TAX.

(n) ImrosiTiON AND RATE OF TAX.—There is hereby imposed upon
the following articles, if wholly or in part of rubber, sold by the manu-
facturer, producer, or importer, a tax at the following rates:

(1) Tires of tho type used on highway vehicles, [8 cents]
10 cents a pound.

(2) Other tires (other than laminated tives to which paragraph
(5) applies), 5 cents a pound.

(3) Inner tubes for tires, [9 cents] 10 cents a pound.

(4) Tread rubber, [3 conts] 4 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) DerERMINATION OF WEIGHT.—For purposes of this section,
wciﬁht 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.

(¢) RaTe RepuctioN.—On and after I"::July 1,] October 1, 1972—

(1) the tax imposed by paragraph (1) of subscction (a) shall
be 5 cents a pound; 5&n j | )

(2) the taxr imposed by paragraph (8) of subsection (a) shall be

9 cents a pound; and
[£(2)] (8) paragraph (4) of subsection (a) shall not apply.
* * * * * * &

PART INI—PETROLEUM PRODUCTS

Subpart A. Gasoline,
Subpart B. Lubriecating oil.
Subpart C. Special provisions applicable to petroleum products.

Subpart A—Gasoline

Sce. 4081. Imposition of tax.

Sce. 4082, Definitions.

Sec. 4083, Exemption of sales to producer.
Scc. 4084, Cross references.

SEC. 4081. IMPOSITION OF TAX.

(a) In GeneraL.—There is hereby imposed on gasoline sold by the

roducer or importer thereof, or by any producer of gasoline, a tax of
3 cents] 4 cents a gallon. :

(b) Rare Repuction.—On and after [July 1,] October 1, 1972, the
tax imposed by this section shall be 1} cents a gallon,

s(c) TEMPORARY INCREASE IN Tax.—On and after October 1, 1959,
and before July 1, 1961, the tax imposed by this section shall be 4
cents a gallop.i '

*

* * , * * % *
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SEC. 4084. CROSS REFERENCES.
* * * . * * *

(3) For provisions to compensaté retail dealers for the taz paid on
gasoline wﬁich 18 lost by shrinkage, evaporation, and other causes,
see seclion 6424,

* & & L * * *

Subchapter F—Special Provisions Applicable to Manufacturers Tax
] [ J [ J | * L L

SEC. 4218, USSP;"L%Y MANUFACTURER OR IMPORTER CONSIDERED

(n) GeneraL Rure.—If any person manufactures, Broduces, 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 nonfuel purposes, as a malerial
tn the manufacture or production of another article to be manufactured
or produced by him.

Zix) Tinres, TuBes, AND AuToMOBILE RECEIVING SETs.—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 by him, .

(¢) AuromoBILE Panrts, Rapio CoampoNENTS, CAMERA LENSES,
Erc.—If any gerson 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 comgonent part of, any other article
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.

(d) BicvcLe Tires AND Tunes.—If any person manufactures, pro-
duces, or imports a bicycle tire (as defined in section 4221(9)(43 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) CompuraTiON 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,

Broducers, or importers, thereof, as determined f)y the Secretary or
is delegate.
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S8EC. 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 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.

Subchapter G—Exemptions, Registration, Etc.

Sco. 4221, Certain tax-free sales.

Sco. 4222, Registration.

Sco. 4223, 8pecial rules reluting to further manufacture.

Seo. 4224. Excemption for articles taxable as jewelry.

Sec. 4225, E‘x(,mmtion of articles manufactured or produced by
ndians,

Seo. 4220. Floor stocks taxes.

8ec. 4227. Cross references.

SEC, 4221. CERTAIN TAX-FREE SALES.

(a) GENerat. RuLe.—Under rciulations prescribed by the Secre-
tary or his dclegate, 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
purchaser for export, .

§3; for use by the purchaser as supplics for vesscls or aircraft,

4) to a State or local government for the exclusive use of a

State or local government, or o .
(5) to a nonprofit educational organization for its oxclusive

. use,
but only if such exportation or use is to occur before any other use.

(b) Proor or ResaLE ror FurRTHER MANUFACTURE; PROOF OF
Exporr.—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 FRroM LiaBiLiTy IN CERTAIN
Cases.—In the case of any article sold frec of tax under this section
(other than a sale to which subscction (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 a[)plicable
provisions of law, no tax shall thereafter be imposed under this chap-
ter in respect of such sale by such manufacturer. :
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(d) DeriNiTioNs,—For purposes of this scction-—

(1) Manuracturer.—The term “manufacturer” includes a
producer or importer of an article.

(2) Exrort.—The term “export” includes shipment to a pos-
session of the United States; and the term “eoxported” includes
shipped to a posscssion of the United States,

(3) SurpPLIES FOR VESSELS OR AIRCRAFT.—The term “supplics
for vessels or aircraft” means fuel supl)lies, ships’ stores, sen
stores, or legitimate equipment on vessels of war of the United
States or of any foreign nation, vesscls cm;l)loycd in the fisherics
or in the whnlin% business, or vessels actually engaged in forcifn
trade or trade between the Atlantic and Pacific ports of the
United States or between the United States and any of its pos-
sessions, For purposes of the preceding sentence, the term
“vossels’” includes civil aircraft employed in foreign trade or trade
between the 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 a part of the armed forces thereof.

(4) STATE oR LOCAL GOVERNMENT.—The term “State or local
government’’ means any State, any political subdivision thereof,
or the District of Columbia.

(5) NONPROFIT EDUCATIONAL ORGAN1ZATION.—The term “non-

rofit educational organization’” means an educational organ-
ization described in section 503(b)(2) which is exempt from
income tax uvnder section 501(n). 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.

(6) USE IN FURTHER MANUFACTURE.—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-
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
g{, ani)ther article to be manufactured or produced by

m[.]); or

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

. * . . * . .
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SEC. 4226. FLOOR STOCKS TAXES.,
(0) IN GENERAL.—

(1) 1956 TAX ON TRUCKS, TRUCK TRAILERS, BUSEs, ETC.—On
uny article subject to tax under seetion 4061(a)(1) (relating to
tux on trucks, truck trailers, buses, ete.) which, on July 1, 1956,
is held by a dealer for sule, there is hereby imposed a floor stocks
tax at the rate of 2 pereent of the price for which the article
was purchased by such denler. If the price for which the article
was sold by the manufacturer, producer, or importer is established
to the satisfaction of the Secretary or his delegate, then in licu
of the amount specificd in the preceding sentence, the tax
imposed by this paragraph shall be at the rate of 2 percent of
the price for which the article was sold by the manufacturer,
producer, or importer.

(2) 1956 TAX ON TIRES OF THE TYPE USED ON HIGHWAY VE-
HicLES.—On tires subject to tax under section 4071(a)(1) (as
amended by the Highway 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 the 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. The tax imposed by this paragraph shall not apply to
any tire which is held 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 excise tax on tires.

(3) 1956 TAXx oN TREAD RUBBER.—On tread rubber subject to
tax under scction 4071(a)(4) (as amended by the Highway
Revenue Act of 1056) which, on July 1, 1956, is held by a gealer,
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 GasoLINE.—On gasoline subject to tax under
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 GasoLINE.—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. 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.
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(G) 1961 TAXES ON CERTAIN TIRE8 AND INNER ryaxs.—-On
tires subject to tar under section 4071(a)(1), and on inner tubes
;:etlbigm to tax under seclion 4071(a)(8), which, on July 1, 1961, are

(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
(O) 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
pound in the case of such tires, and a floor stocks tax at the rate of 1
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 is
held for 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 taz on tires or inner tubes. )

(7) 1981 Tax oN TREAD RUBBER.—On lread rubber subject to
tax under section 4071(a)(4) whick, on July 1, 1961, is held by a
dealer, there 18 hereby imposed a floor stocks lax at the rate of 2 cents
a pound. The tax imposed by this pamgraph shall not apply in
the case of any person (}] such person establishes, to the satis{action
:)7{ the Secretary or his delegate, that all tread rubber held by him on

wly 1, 1961, will be used otherwise than in the recapping or retread-
27)"5' é»_(f t)z)res of the type used on highway vehicles (as defined in section
e)).

(b) OverraYMENT OF Froor 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 thereof for any
of the reasons specified in section 64186.

(c) Meaning or Terms.—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 or Taxes,—The taxes imposed by subsection (a)
shall be paid at such time after September 30, 1956, 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 alter December 31, 1959
as may be prescribed by the Secretary or his [delegate.] dclegate,‘amf
excc[t that the taxes imposed by paragraphs (6) and (7) shall be paid at
such time after Septemoer 30, 1961, as may be prescribed by the Secretary
or his delegate.

. * . . * . .

CHAPTER 36—CERTAIN OTHER EXCISE TAXES

¢ . -8 [ * * ¢
Subchapter D—Tax on Use of Certain Vehicles

Seo. 4481. Imposition of tax.
Seo. 4482. Definitions.

8eo. 4483. Exemptions,

8ec. 4484. Cross reference.

SEC. 4481. IMPOSITION OF TAX.

(az].luposmox or Tax.—A tax is hereby imposed on the use of
any highway motor vehicle which (together with the semitrailers and
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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 [$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 beginning on July 1, 1972, and endin
on September 30, 1972, the tax shall be at the rate of 75 cents for such
eriod for each 1,000 pounds of taxable gross weight or fraction thereof.

() By Wnoy Parp.—The tax imposed by this section shall be paid
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 mguimd to be, registered, or, in case the highway motor
vehicle is owned by the United States, by the agenecy or instrumen-
tality of the United States operating such vehicle.

[(c) Proration or 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 such use occurs to
and inc]udinﬁz the 30th day of June following.

L(d) Oxe Pavment PeR YEAR.—If the tax imposed by this section
is pnid with respect to nny highway motor vehicle for any year, no
further tax shall be imposed by this section for such year with respect
to such vehicle.}

(¢) Prorarion or Tax.—If in any taxable period the first use of
the highway motor vehicle is after the first month in such period, the taz
shall be reckoned proportionately from lh%rst day of the month in which
such use occurs to and including the last day in such tarable period.

(d) Oxe Tax Liasivitry PErR PERIOD,—

(1) In gexerar.—To the extent that the tax imposed by this
section 18 paid with respect to any highway motor vehicle for any
taxable period, no further tax s be imposed by this section for
such taxable period with respect to such vehicle.

(2) Cros8 REFERENCE.—

For privilege of paying tax imposed by this section in install-
ments, see section 6156.

(e) Periop Tax 1x Errecr.—The tax imposed by this section shall
apply only to use [after June 30, 1956, and before July 1, 1972]
before October 1, 1972. '

SEC. 4482. DEFINITIONS.

(n) Hiauway Moror VericLE.—For purposes of this subchapter,
the term ‘“highway motor vehicle” means any motor vehicle which
is a highway vehicle.

(b) TaxaprLe Gross WEeicnr.—For purposes of this subchapter,
_the term “taxable gross weight”’, when used with respect to any
highway motor vehicle, means the sum of—

(1) the actual unloaded weight of—

(4 such highway motor vehicle fully equipped for serv-
ice, an

(B) the semitrailers and trailers (fully etluipped for

service) customarily used in connection with highway motor
vehicles of the same type as such hiﬁhway 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).

(¢) Oruer DEeriNITIONS.—For purposcs of this subchapter—

(1) StaTe.—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) Use.—The term ‘‘use’” means use in the United States on
the public highways.

(5 TaxaBLe peEriop.—The term “tazable period” means any
year beginning 'b.ﬁlorc July 1, 1972, and the period which begins on
July 1, 1978, and ends at the close of September 30, 1972, .

. . . . . . .

CHAPTER 62—TIME AND PLACE FOR PAYING TAX

SuBcuAPTER A. Place and due date for payment of tax.
SBuBcuAPTER B. Extensions of time for payment.

Subchapter A—Place and Due Date for Payment of Tax

Sec, 6151. Time and place for paying tax shown on returns,

Sec. 6152, Installment payments.

Sec. 6153. Instit:lllmlsmt payments of cstimated income tax by indi-
viduals,

8ec. 8154, Installment payments of estimated income tax by cor-
porations,

8ec. 8155. Payment on notice and demand,

Sec. 6166, Installment paymenis of laz on use of highway motor

vehicles.
Seo. [6156] 8A16t7 Payment of taxes under provisions of the Tariff
. ot.

8EC. 6151. TIME AND PLAC™ FOR PAYING TAX SHOWN ON RETURNS.

(a) GENERAL RuLe.—F - 't as otherwise provided in this section,
when a return of tax is rc.,uired under this title or regulations, the
person required to make such return shall, without assessment or
notice and demand from the Sccretary 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).

51:) Exceprions.—

(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 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) Usrk or GOVERNMENT DEPOSITARIES.—For authority of the
Secretary or his declegate to require payments to Government

deigoaitaries, see section 6302(c). .

(¢) Date Fixep ror 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 roference 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) PriviLear To ELect To MAKE INSTALLMENT PAYMENTS. —

(1) CorPORATIONS.—A corporation subject to the taxes im.
posed by cha‘)tor 1 may clect to pay the unpaid amount of such
taxes in installments as follows:

(A) with respect to taxablo years ending before Decomber
31, 1954, four installments, the first two of which shall be 45
percent, respoctively, of such taxes and the last two of which
shall be § Percent, respectively, of such taxes;

(B) with respect to taxable yoars ending on or after
Docember 31, 1054, two equal installments,

(2) EsraTes oF DECEDENTS.—A decedont's estate subject to
the tax imposed by chapter 1 may elect to pay such tax in four
equal installments.

(b) DaTES PRESCRIBED FOR PAYMENT OF INSTALLMENTS.—

(1) Four insTALLMENTS.—In any case (other than payment of
estimated income tax) in which the tax may be paid in four
installments, the first installmoent shall be paid on the 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.—]IDn 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 boe paid on or before 3 months aftor such date,

(¢) ProraTiON oF DEFICIENCY TO INSTALLMENTS.—If an election
has been made to pay the tax imposed by chapter 1 in installments and
a deficiency has been assessed, the deficiency shall be prorated to such
installments. Except as provided in section 6861 (relating to jeopard
asscssments), 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 arrved shall be paid upon notice and demand from the
Secretary or his delegate.

(d) AcceLeraTiON OF PAYMENT.—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. 6153, INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX
BY INDIVIDUALS.
] ] ¢ *  J * *

SEC. 6154. INSTALLMENT PAYMENTS OF ESTIMATED INCOME TAX
BY CORPORATIONS,
L ¢ ¢ L L L ®
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SEC, 6155. PAYMENT ON NOTICE AND DEMAND. ‘

(a) GeNerAL 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 assessable penalties) stated
in such notice and demand.

(b) Cross REFERENCEB.— ' .

(1) For restrictions on assessment and collection of dcﬁclengg
assessments of taxes subject to the jurisdiction of the Tax Court,
see sections 6212 and 6213. '

(2) For provisions relating to assessment of claims allowed in
a bankruptcy or receivership proceeding, see soction 6873.

(3) For provisions relating to jeopuréy assessments, see sube
chapter A of chapter 70.

SEC, 6166, INSTALLMENT PAYMENTS OF TAX ON USE OF HIGHWAY
MOTOR VEHICLES.

(2) PriviLgar To Pay Tax 1N INsraLLuenrs.—If the taxp%z
Siles a return of the tax imposed by section 4481 on or before the
presoribed for the filing of such return, he may elect to &% the tax shown

m lauch return in egqual installments in accordance the following
e’
The number of
instalimenis
If lability s incurred in— shall be—
July, August, or September....eeeacecececccccanen- 4
Octo5cr. ovember, or Decomber. ae.eeecnecerncceneee 8
January, February, or March..c .o veeeeecacaceccuces 2

 (b) Darrs ror Pavina INstarLuents.—In the case of any taz pay-
able in tnstallments by reason of an election under subsection (a)—
(1) the first installment shall be paid on the date prescribed for

payment of the taz,

(2) the second installment shall be paid on or before the last day
of the third month following the r quarter in which the
hability was incurr

(8) the third installment (if any) shall be paid on or before the
last day of the sizth month following the calendar quarter in which
the lLiability was incurred, and

(4) the fourth installment (i{ any) shall be paid on or before the
last day of the ninth month following the calendar quarter in which

~ the liabilily was incurred. ‘

- (¢) Prorarion or AppiTIONAL Tax 70 INsTALLMENTS.—If an elec-
tton has been made under subsection (a) in respect of tax reported on a
return filed by the taxpayer and taz required to be shown but not shown
on such return is assessed before the %le prescribed for payment of the
last installment, the additional tax shall be mrated equally to the install-
ments for which the election was made. part of the additional taz
8o prorated to any installment the date for payment of which has not
arrived shall be co at the same time as and as part of such install-
mend. - That part of the additional tax 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.
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. (d) AcceLerarion or Payuenrs.—If the taxpayer does no:fa any
- installment under this section on or before the dale prescribed for ils

yment, the whole of the unpaid tax shall be paid upon notice and demand
rom the Secr or his delegats.

() Skcrion InapprLicABLE T0 CERTAIN LiaBILITIES.—This section
shall not a p{g to any liability for taz tnourred in—

il pril, May, or June of any year, or

8) July, August, or September of 1978,

SEC, [6156] 6157, 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, C, D, and E
of chapter}38, see sections 4504 and 4601, respectively.

. . . . . . .
CHAPTER 63—ASSESSMENT
. . . » . . .

Subchapter A—In General
*

* * * * * L J

SEC. 6206. SPECIAL RULES APPLICABLE TO EXCESSIVE CLAIMS
UNDER SECTIONS 8420 [AND 6421], 6421, AND 6424.

Any portion of a payment made under scction 6420 [or 6421? 6421, or 8424
which constitutes an excessive amount (a8 defined in section 6675(b)), and any
elvil penalz‘rrovlded by section 6675, may be assessed and collected as if it were
a tax impo b'; 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 Lor 6421, 6421, or 6424, as the case may be,

CHAPTER 65—ABATEMENTS, CREDITS, AND REFUNDS
L

* * * * * L ]

Subchapter B—Rules of Special Application
* * * ]

* *
8EC, 6412. FLOOR STOCKS REFUNDS.
(a) IN GENERAL.—

(1) PAssSENGER AUTOMOBILES, ETC.—Where before July 1, 1961,
any article subject to the tax imposed by section 4061 (a) (2) has
been sold by the manufacturer, J:roducer, 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, 1981, 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 res%rect of which the’credit or refund is claimed, and,
on or before November 10, 1061, 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 BUBES, TIRES, TUBES, TREAD RUBBER, AND
6ABoLINE,—Where before [July 1,] October 1 , 1972, ang article
subject to the tax imgoso by section 4061(a{)(1), [4071(a) (1)
- or 14) J 4071(a) (1), (3), or (4), or 4081 has been sold by the
maml(’acturer. roducer, or importer and on such date is held
by a dealer and has not been used and is intended for sale (or,
in the caso of tread rubber, is intendod for sale or is held for use),
there shall be credited or refunded (without interest) to the manu-
facturer, producer, or importer an amount oqual to the difference
between the tax paid by such manufacturer, producer, or importer
on his salo of tho articlo and the amount of tax madoe applicable
to such article on and after [July 1,] October 1, 1972, i claim
for such credit or refund is filed with the Secrotary or his delegate
on or before [November 10, 1972, ] February 10, 1973, based upon
a request submitted to the manulacturer 7pro ucer, or importer
before [October 1, 1972,] January 1, 19 3, by the dealer who
held the article in respect of which the credit or refund is claimed,
and, on or before [November 10, 1972,] February 10, 1978,
reimbursement has been 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.

(3) GABOLINE HELD ON JULY 1, 1961.—Where before July 1,
1981, any glasoline 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
rofunded (without interest) to the producer or importer an
amount equal to the difference between the tax paid by such
producer or imporier 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
delegato 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 allowablo 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) DerinitTions.—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 thoreto has gnssed to such dealer (whether or not
delivery to him has been made), and if for purposes of con-
sumption title to such articloe or possession thercof has not
at any timo been transferred to any person other than a
dealor,

& * ] * * L J L

S8EC. 6416, CERTAIN TAXES ON SALES AND SERVICES.
(a) CONDITION TO ALLOWANCE,—

(1) Generar ruLe.—No credit or refund of any overpayment
of tax im{)osod by scction 4231(4), (56), or (6) ([cabarots. ete.),
chapter 31 (retailers taxes), or chapter 32 (manufacturers taxcs)
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 the pricoe 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 sorvice;

(B) has repaid the amount of the tax—

Si) in the case of any tax imposed by chapter 31
(other than the tax imposed by scction 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 (bg(l (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 (8) (cabarets, etc.) to the person who paid for
the admission, refresixment,, service, or merchandise;

(C) in the case of an overpayment under subsection

(b)(2), (b)(3) (C) or (D), or (b)(4) of this section—
(1) 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 aillowance 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),
(i), or (iii), as the case may be, to the allowance of the
credit or the making of the refund.

(2) Excerrions.—This subsection shall not apply to—
(A) the tax imposed by section 4041(a)(2) or (b)(2) (use
of ((%gsel and special motofr fuels),dand b (1), 3 (A)
an overpayment of tax under paragraph (1), (3
or (B), or (5) of subsection (b) of this sectgl(r)n.
(3) SreciaL RULES.—For purposes of this subsection—

(A) any tax collected under section 4231(6) from a con-
cessionaire and guid 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 (1)(B)(ii) of this sub-
section) includes a wholesaler, jobber, distributor, or retailer
who, on the 16th 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((11):3)'3 after lt;'rie date of sucll: d(et)e(xg;inntion; and .

in applying paragraph (1 to any overpaymen
under purngraph ?2) (F), (3) (C) or (D), or (4? of subsection
(b), the term “ultimate vendor’’ means the ultimate vendor
of the other article.

(b) Specrar, Cases iN Whien Tax Pavments CoNsiDERED OVER-
pAYMENTS.—Under regulations prescribed bﬁ the Secretary or his
dolegate, credit or refund (without interest) shall be allowed or made
in respect of the overpayments determined under the following

paragraphs:

81)) Price READJUSTMENTS.—If the prico 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
proportionate to the part of the price repaid or credited to the pur-
chaser shall be deemed to be an overpayment. The precedin
sentence shall not app(liy in the case of an article in respect o
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 regossession 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) SeeciFiED Uses AND RESALES.—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—

(z}) ()axported (except in any case to which subsection (g)
applies);

sB) 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 (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 (C) or (D) of paragraph
(3) and the other article referred to in such subparagraph is
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by any ;ﬁerson exported or sold as provided in such sub-.
paragraph;

(G) in the case of a liquid taxable under section 4041, sold
for use as fuel in a dicsel-powered highway vehicle or as fuel
for the propulsion of a motor vehicle, motorboat, or airplanoe,
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 purposcs;

(H) in tho case of a liquid in respect of which tax was Pnid
under soction 4041 at the rate of 3 cents or 4 cents a gallon
used during any calendar quartor in vehicles while engagec
in furnishing scheduled common carrier public pnssenf;or
land transportation sorvice along rogular routes; except that
(i) this subparagraph shall apply only il the 60 percent pus-
senger fare rovenue test set forth in section 6421(b)(2) is
met with respect to such quarter, und (ii) the amount of such
overpayment for such quarter shall be an amount determined
by multiplying 1 cent (where tax was paid at the 3-cont rato)
or 2 cents (where tax was paid at the 4-cent rate) for ench
gallon of liquid so used by the percentage which such person's
tux-exempt passenger fare revenue (as defined in section
6421(d)(2)) derived from such scheduled service during such

uarter was of his total passenger fare revenue (not including
the tax imposed by section 4261, relating to the tax on trans-
portation of poersons) derived from such schodulod sorvice
during such quarter;

(I) n 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
ﬁallon, used or resold for use as a fuel in a diesel-powered

ighway vehicle (i) which (at the time of such use or resale)
is not registored, and is not required to be registered, for
highway use undor the laws of any State or foreign counlr{',
or (ii) which, in the caso of a diescl-powered highway vehicle
owned by the United States, is not used on the highway;
except that the amount of any overpayment by reason of this
subparagraph 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 rato of 2 cents a gallon where tax was paid at
the the 4-cont 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
pro ulsion 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; -
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(K) in tho case of any article taxable under section 4061(b)
(other than spark plugs and storage batteries), used or sold
for use a8 ropair or replacement parts or accessories for farm
%gilzm?ut other than equipment taxable under section

n)); .

(L) {n 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 reca{:ping or retreading of tires of the t(y e

used on highway vehicles (us defined in section 4072 og)),

unless credit or refund of such tax is allowable under sub-
section (b)(3); .

(M) in the caso of gasoline, used or sold for use i 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;

(O) 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 excee
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,
erc.—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 Pmduwr, such tax
shall be deemed to be an overpayment by such second manufac-
turer or }{)roducer if— i :

(A) in tho 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 com-
ponent part of, another article taxable under chapter 32
manufactured or produced by him;

(B) in the case of—

(i) & part or accessory taxable under section 4061(b),
(i1) aradio or television component taxable under sec-
tion 4141, or
(1ii{ 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 part—ef, any other article manufactured or
produced by him;

(C) in the case of—

(i) a tire or inner tube taxable under section 4071, or
(iig 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 tho oxclusivo uso of a Stato or local government, sold to
a nonprofit educational organization for its exclusive use, or
used or sold for use as supplies for vesscls 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 oxported, 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 ns supplies for vessels or aircraft; [or]

(E) in the case of—
(i) a bicycle tire (as dofined in section 4221(0)(4)(B)),

(if) an inner tube for such a tire,
such article is used by the second manufacturer or producer
as matorial in the manufacture or production of, or as a
component part of, a bicycle (other than a rebuilt or recon-
ditioned bicycle)[.'_'l ;or

(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 malerial in the manufacture or produc-
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 beon broken or rendered useless in the manu-
facture or production of such other article, it would have' been
80 used. '

(4) TIRES, INNER TUBES, AND AUTOMOBILE RADIO AND TELE-
VIBION RECEIVING SET8.—I{—

(A)(i) a tire or inner tube taxable under section 4071, or
automobile radio or tolevision 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
sot is used by the manufacturer thercof as a component part
of any other article manufactured or produced by him; and

(By such other article is by any person exported, sold to a
State or local government for the exclusive use of a State or
local govornment, 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 b chalpter 32 in respect of such tiro, inner tube,
or receiving set which has been paid by the manufacturer, pro-
gucﬁy, or importer thereof shall be deemed to be an overpayment
y him, - - P SR B
(5) RETURN OF CERTAIN INSTALLMENT ACCOUNTS.—If—
(A) tax was paid under soction 4063(b)(1) or 4216(e)(1) in
. .. .respect of any installment account, - v - -
S ‘-83) .such account is, under the agreement under which the
account was sold, returned to the person who sold such ac-
count, and .

or
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(C) the consideration is readjusted as provided in such
agrecment, :

the part of the tax paid under section 4053(b)(1) or 4216(e)(1)

mgortxonatc to tho part of the consideration repaid or credited

the purchaser of such account shall bo deemed to be an over-

payment.
This sumction shall apply in respect of an article onl'y if the exporta-
tion on use reforred to in the a?plicublo provision of this subsection
occurs before any other use, or, in the caso of a salo or resale, the use
referred to in the npplionbfo provision of this subsection is to occur
before any other use,

* L &« & * * &

8EC. 6421. GASOLINE USED FOR CERTAIN NONHIGHWAY PURPOSES
OR BY LOCAL TRANSIT SYSTEMS,

n) Noxniguway Uses.—If gasolino is used otherwise than as a
fuel in a highway vehicle (1) which (at the time of such use) is
registored, or is required to be registored, 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 Secrotary or his dolegate shall pay (without interest) to the
ultimate purchaser of such gasoline an amount equal to 1 cent for each
gallon of ﬁasolino 8o used on which tax was paid at the rate of 3 cents a
gallon and 2 cents for each gallon of gusoline so used on which tax was
paid at tho rato of 4 conts a gallon,

) Locar TRANSIT SysTEMS.—

(1) Avowance.~—If gasoline is used during any calendar
quarter in vehicles while engaged in furnishing scheduled common
carrier public passenger Innd transportation service along regular
routes, the Secretary or his delegate shall, subject to the pro-
visions of paragraph (2), pay (without interest) to the ultimato
purchaser of such gasoline the amount determined by multiply-
ing—

(A) 1 cent for cach 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 (smssenger fare revenue derived from such scheduled

“service during such quarter was of his total passenger fare
revenue (not including thé tax imposed by scction 4261,
relating to the tax on transportation of persons) derived from
such scheduled service during such quarter, - :

(2? LimitaTion.—Paragraph (1) shall applly 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 tho tax on transporta-
tion 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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(¢) Time ror FiLina CrLaims; Periop CovERED,—

(1) GeneraL ruLe.—Except as provided in paragraph (2)
not more than one claim may be filed under subsection u& nn
not more than one claim may be filed under subsection ( 3, by
any person with respect to gasoline used during the one-year
period ending on June 30 of any year. No claim shall be allowed
under this paragraph with respect to any one-year period unless
filed on or bofore Soptember 30 of the year in which such one-year
period ends.

(2) Exceprion.—If $1,000 or more is payable under this sec-
tion to any person with respect to gasoline used during a calendar
quarter, & claim may be filed under this section by such person
with reiﬁ)ect 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 calendnr quarter following the
celendar quarter for which the claim is filed.

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

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

(2) TAX-EXEMPT PABBENGER FARE REVENUE.~The term “{ax-
exempt passenger fare revenuo’’ means revenue attributable to
fares which were exempt from the tax imposed by section 4261
by reason of section 4263(a) (reluting to the exemption for com-
mutation travel, etec.).

(e) Exempr SALES; OTHER PAYMENTS OR REFUNDS AVAILABLE—

(1) Exempr 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 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 of this title, to any person with respect to such
gasoline,

(2) GasoLINE USED oN rArMS.—This section shall not apply
in respect of gasoline which was (within the meaning of para-

raphs (1), (2), and (3) of section 6420(c)) used on a farm for
arming purposes.

(f) AprLICABLE LAWS.—

(1) INn oeneraL.—All 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
ol ascertaining the correctness of any claim made under this
section, or the correctness of any payment made in respect of any
such claim, the Secretary or his delegate shall have the authority
granted by paragraphs (1), (2), and (3) of section 7602 (relating
to examination of books and witnesses) as if the claimant were
the person liable for tax.

(8) RecuraTions.—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) Errecmive Dare.—This section shall apply only with respect
to gusoline l,)urclmsed after June 30, 1066, and before CJuly 1,3
Oclober 1, 1972,

(i) Cross REFERENCFER.—

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

(2) For partinl refund 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
Eg())(tﬁr) fuels used by local transit systems, sce section 0416(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).
* ] L L * * ]

““SEC, 6424. GASOLINE LOST BY SHRINKAGE, BVAPORATION, ETC.

“(a,z PavMENTS TO RETAIL DEALERS—The Secretary or his dele-
gate shall pay (without interest) to a retail dealer of gasoline, to compen-
sate such dealer for the tax paid on gasoline which s lost by shrinkage,
evaporation, and other causes, an amount equal to 1 percent of the tax
pawd under section 4081 on the gasoline sold by him. '

“@) Tine ror Fiuine Crary; Periop Coverep.—Nol more than
one claim for payment may be filed under this section by any retail dealer
with respect to gasoline sold during the onel-ilear period ending on June 30
of any year. No clatm for payment shall be allowed under this section
with respect to any one-year period unless filed on or before September 30
of the year in which such one-year period ends.

“() Livirarions.—

“(1) Exexpr saLes; REFUNDS; ETc.—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
e:wmﬁt Jrom the tax imposed by section 4081,

“(B) the taz 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 nonhighway purposes or
by local transit systems).

“SALES TO OTHER DEALERS.—No amount shall be paid to any
relail dealer of gasoline under this section with respect to any gasoline
sold by him to any other dealer (including any wholesaler or dis-
tributor) of gasoline.

“(d) AppricaBLE Laws,—
“({) Iy ogNERAL—All provisions of law, including openallies,
applicable in respect of the tax 'imposed by section /081 shall,

insofar as applicable and not inconsistent with this section, apply
in respect of the payments provided for in this section to the same
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exlent as if such dpayments constituled refunds of overpayments of
the taz so 1mposed.

“(2) EXAMINATION OF BOOKS AND WITNES8ES.—For the purpose
of ascertaining the correctness of any claim made under this section,
or the correciness o ‘ange {'ayment 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
;f books and witnesses) as if the claimant were the person liable
or tax. '

“(e) Rraurarions.—The Secretary or his delegate may by regulations
prescribe the conditions, not inconsistent with the provisions of this
section, under which payments may be made under this section.

“(f) Errgerive Darg—~—This section shall agply only with respect
to gasoline sold by retail dealers after June 30, 1961,

* * *

* * * *

CHAPTER 67—INTEREST

SuscrAPTER A, Interest on underpayments,
SuncrarTER B, Interest on overpayments.

Subchapter A—Interest on Underpayments

Sec. 6601. Interest on underpayment, nonpayment, or
extensions of time for Fayment of tax.

Sec. 6602. Interest on erroneous reiund recoverable by
suit.

SEC. 6601, INTEREST ON UNDERPAYMENT, NONPAYMENT, OR EX.
TENSIONS OF TIME FOR PAYMENT, OF TAX.

(a) GeNErAL RuLe.—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
anpdum shall be paid for the period from such last date to the date
paid.

(b) Extensions or TiME roR PAYMENT oF Estate Tax.—If the
time for payment of an amount of tax imposed by chapter 11 is
extended as provided in section 6161(a)(2) or 6166, or if the time for
anmont of an amount of such tax is postponed or extended as provided

section 6163, interest shall be paid at the rate of 4 percent, in lieu
of 6 percent as provided in subsection (a).

(¢) Last DATe PrescriBeD FOR PAYMENT.—For purposes of this
section, the last dato prescribed for payment of the tax shall Le
doltermmed under chapter 62 with the application of the following
rules:

1) ExTENSIONS OF TIME DISREGARDED.—The last date pre-
scribed for fpayment, 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 6156(a) to pay the tax in installments—
The date prescribed for payment of each installment
of the tax shown on the return shall be determined under
section 6152(b) or 6156(b), as the case may be, and
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(Be The last date prescribed for payment of the first
installment shall be deemed the last date prescribed for
p:?rmcnt of an;i‘rortion of the tax not shown on the return.
(3) Jeorarpy.—The last date prescribed for payment shall be
detern'ined without regard to any notice and demand for pay-
ment issued, by reason of jeopardy (as provided in chapter 70),

prior to the Just dato otherwiso 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 in
which the last date for payment is not otherwise prescribed, the
last date for payment shall be deemed to be the 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).
* * * * . * »

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

* * * * &«
Subchapter B—Assessable Penalties
* * * * * L *

S8EC. 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) [or 64217], 6421 (relating to gasoline used for certain non-
highway purposes or by local transit systems), or 6424 (relating to
gasoline lost by shrinkage, evaporation, ete.) for an excessive amount,
unless it is shown that the.claim for such excessive amount, is due to
reasonable cause, the person making such claim shall be liable to a
penalty in an amount equal to whichever of the following is the greater:

8; g‘l\zo times the excessive amount; or
(b) Excessive 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 64217, 6421,
or 6. ﬁ)as the case may be, for any period, exceeds

(2) the amount allowable under such section for such period.
L * * *  d * *
CHAPTER 76—CRIMES OTHER OFFENSES AND
' _ FORFEITURES
* , * * * % % *
Subchapter A—Crimes
* * * L * * *

PART I—GENERAL PROVISIONS
* * * * * * *
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8EC. 7210. FAILURE TO OBEY SUMMONS,

Any person who, being duly summoned to appear to testify, or to
appear and produce books, accounts, records, memoranda, or other
gugers, as required under sections 6420(e)(2), 6421(f)(2), 6424(d)(2),

602, 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,

¥ * * * * L *

CHAPTERY78—DISCOVERY OF LIABILITY AND
ENFORCEMENT OF TITLE

* L * * L] * *

Subchapter A—Examination and Inspection
* x® * » L *® ]

SEC. 7603. SERVICE OF SUMMONS.,

A summons issued under scction 6420(e)(2), 6421(f)(2), 6424(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) Jurispiction oF District Courr.—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 rosides or is found shall have
jurisdiction by  appropriate process to compel such attendance,
testimony, or production of books, papers, records, or other data.

b) ENFORCEMENT.—Whenever any person summoned under sec-
tion 6420(e)(2), 6421(f)(2), 6424(d)(2), or 7602 neglects or refuses to
obey such summons, or to produce books, gapers, records, or other
data, or to give testimony, as required, the Secretary or his delegate
may apply to the ljlud(ie 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 gﬁplica-
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 bein
brought before him to proceed to a hearing of the case; and upon suc
hearing the Ludge 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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(¢) Cross REFERENCES,—

(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) Penavries.—For penalties applicable to violation of section
6420(e)(2), 6421(f)(2), 6/24(d)(2), or 7602, see section 7210.

SEC. 7605. TIME AND PLACE OF EXAMINATION,

(a) Time aNp Prace.—The time and place of examination pursuant
to the provisions of section 6420(e)(2), 6421(f)(2), 6424(d)(2), or 7602
ghall be such time and place as may he 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
(£)(2)], 6421(f)(2), or 6/21(d) S.)e) the date fixed for appearance before
the Secretary or his delegate s all 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.



IX. INDIVIDUAL VIEWS OF SENATOR PAUL H. DOUGLAS

Tho 1956 Highway Revenue Act requires that apportionments to
each State be reduced whenevor thoe trust fund rovenues are estimated
to be inadequate to cover the planned apportionments in any indi-
vidual year. State apportionments will be made this summer for
the fiscal year 1063, Undor the present plans, authorizations for both
fiscal years 1963 and 1964 are sot at $2.2 billion. Because of csti-
mated shortages of trust fund revenues under the present law, how-
over, it now appoars that apportionments to States for the intorstate
system for fiscal 1063 would only be $2 billion and for fiscal 1064
$1.5 billion. Thesoe results would occur in spito of the 7 or 8 percent
of tho total costs which are to be contributed from genoral revenues.

In order to maintain the planned rate of lxiFhway construction, it
is estimated that additional revenues above thoso now provided for
will be necessary totaling $9.74 billion, or about $000 million more a
year, through fiscal 1072, Without theso additional revenues, the
complotion of the system would be postponed 5 years beyomf the
original target date.

he first question with which we are faced, therefore, is whethor
wo 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 scoms to bo 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 complotion of the pro-
gram is essential to our national defense.  We must be able to trans-
rort men and equipment quickly and easily from place to place.
t is also argued that the highway program is also essentinl to highway
safoty. 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 program, thereforo,
in the view of the Congress scems cssential 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 and
services in our highly integrated economy.

The committee, by its actions in increasing the total revenucs
which are attributable to the highway trust fund, has indieated its
agreement with the view that the program is essentinl 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 be supported by those who
benefit from it. Therefore, it is necessary to attempt to allocate the
costs of the highway program among those 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 should be borne by the general public. However, it is equally

64 -
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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-
at.el{i'l among thesc special beneficiaries.

The allocation of highway costs among users ean be done in various
ways. In genoral, these allocation methods are based on costs, i.e.,
the, expenditures roquired by highway departments to provide the
typos of facilities adequate to service the larger and heavier vehicles,
or benefits; i.o., the estimated monetary savings in operating vehicles
over the improved ronds provided by the é)rogmm. Ono of tho allo-
cation techniques is the incremental methed by which highway designs
are assumed to be built up from a basic design to meet the require-
ments of progressively heavier vehicles. Another method is the
difforentinl-benefit technique by which costs are allocated in ap'proxi-
mate proportion to the benefits derived from the use of the highways
by vehicles of different dimensions and weights., Tho third allocation
technique is by cost functions which divide highway costs into those
which do not vary by type of vehicles, those that vary with traffic
volume but not with size and weight, und those that do vary with
size and weight. The fourth technique is by gross-ton mile which
makes the allocation among vehicles of different dimensions and
weights in proportion to the product of gross operating weight and
distance traveled.

Table 1 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 highway program to society in general
have already been subtracted from 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 than the amounts which are being charged to the larger trucks
under the present law.  For example, the four-axle tractor-semitrailer
combination should pay between $871 and $2,003 and, in fact is paying
only $700. The five-nxle tractor-semitrailer combination should pay
between $1,245 and $3,505. Tts nctual payment is only $1,040. At
the same timo passenger automobiles and light pickup trucks are
being overcharged.

Tanre L-—~Required payments per year to the highway trust fund

Under | Under | Under | Under | Under Com-
differ- incre- cost- Rross lawin | mittee
Type of vehicle entinl- | mental | function | ton-mlle | effect, | propos-
benefit | method | method | method | fizeal alst
method year 1961
Medium passengerear$..........ooe...... $31 $30 25 72 29 $30.20
2-axle, 4-!‘!» truck (Plekup).cceeevvacnnn.. n 24 22 21 39 46. 50
2-axlp, G-tire truck (stake)................. L] 55 63 69 86 108.08
3axle tractor-semitratler ocombinution
(2-81) gasoline......ccoeereceeenernn nnnn 503 L4} 802 949 470 607.19
4-axle tractorsemitrailer combination
(2-82) deSe).c.neenecimrerereresensenns 871 1,085 1,007 2,008 700 024.32
e tractor-semitralor combination
(3-82) diesel............ vomcvenons revess 1,245 1,769 38,000 3,505 1,040 1 1,358 44

! The figures In this column are not totally comparable, The passenger car figure does not include the
manufacturers’ excise on automoblies, However, the \Vays and Means Committee added the manufao-
turors’ excise on trucks to oll of the truck figures,

? Including 6 passengers.



56 FEDERAL-AID HIGHWAY ACT OF 1061

2. Even more importantly, the hiﬁhway system brings immediate
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. fower stops
and starts, greater average speed with operating savings, lower insur-
ance costs due to greater safety, and other factors. K¥or 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}% gallons of gasoline while traveling 8.2 miles an hour
faster, The test vehicle made 2,339 fewer gear shifts, 696 fower
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 prorosed 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.

TasLe 2
Ratesas| Rates Com-
Present | of July 1 gmw mittee's
Tax base rates under | by Presi-| proposed
present | ‘dent | changes
law
Djesel fue) and special motor fuel... ...... Gallon. ........... $0.04 $0.03 $0.07 $0.04
Trucks and buumer 26,000 pounds. ..... 1,0(:%” pou‘:slt of 1.50 1.50 5.00 3.00
weight.
Highway tires..cooecvemecccencncnacncanes Pgund ............ .08 .08 .10 .10
Inner tUbgS...eeeeeeccarerecennas d0.cerencncen. .09 09 10 .10
Tread rUbbDer.c.ceeeeeeencececercnacecenecs]onnes L [ e .03 .03 .10 .05

Therates 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 ﬁreatxcr 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 consump-
tion rate 18 about 68 percent of the gasoline consumption rate; at
75,000 pounds gross weight, the diesel consumption rate is about 61
percent of the 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-
mitteo 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 earlier, trucks create much more wear and tear
on highways than do automobiles. At the sume 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 tnx on tread rubber is at present much lower than the tax
on new tires, trucks are paying a relativaly 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 retnins a relatively fuvorable treat-
ment 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 be slight. - The
trucking industry 18 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 L}s:pcs of
commodities that railronds do not carry. Statistics suggest that the
effect of the proposed taxes on trucking groﬁls would not be great,
oven if the taxes were not passed on in higher prices. Taxes have
not been an increasing burden on the industry in the pust 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
rovenues, and the President’s proposed tax increases would add only a
relatively small increment to the total taxpayments.

One test of the reasonableness of the President’s proposals is their
comparability with toll road charges. Toll charges for heavy trucks
per mile aro 5.5 cents on the Massachusetts Turnpike, 4.5 cents on
the Oklahoma Turnpike, 3.8 cents on the New Jersey Turnpike, 4.6
cents on the Florida Turnpike}' 5.3 cents on the Indiana Turnpike,
and 7.6 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 Enssenger 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 the
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-
dations that the highway program can only be continued at its planned
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pace by increased contributions from general revenues. Such addi-
tionnl contributions imply one of threo things:

(@ That highway building shoul(Fsrepluco other planned

expenditures, for example, for defense, aid to schools, vetorans,

ete;
() That these Intter functions should be carried on as planued
by increasing general revenues; or
(¢) That highway construction should be financed by general
budget deficits.
I do not think that the Congress or the American poople should be
asked to accept any of these three alternatives. I do not believe that
heavy trucks should be allowed to run over the American people.

Paun H. Dovuaras.



