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section, shall be deemed applicable to such possession 
with respect to such commodity or commodities but 
shall not be deemed applicable to such possession with 
respect to other commodities; and (2)’’ at beginning of 
proviso. 

1934—Subsec. (a). Act June 26, 1934, among other 
changes, inserted ‘‘and thereafter, as shall be specified 
in such certification, (1) the imposition of the process-
ing tax shall be suspended with respect to such amount 
of the commodity as is used in the manufacture of such 
products’’. 

Subsec. (c). Act June 16, 1934, among other changes, 
inserted proviso. 

Subsec. (e). Act May 9, 1934, § 11, substituted ‘‘partly’’ 
for ‘‘in chief value’’, inserted ‘‘whether imported as 
merchandise, or as a container of merchandise, or 
otherwise,’’ after ‘‘apply’’, and inserted ‘‘of such com-
modity’’ after ‘‘processing’’. 

Subsec. (f). Act May 9, 1934, § 8, added subsec. (f). 

SEPARABILITY 

Validity of remainder of this chapter as not affected 
should any of the provisions of this chapter be declared 
unconstitutional, see section 614 of this title. 

ABOLITION OF OFFICES AND TRANSFER OF FUNCTIONS 

The office of Internal Revenue Collector was abol-
ished by 1952 Reorg. Plan No. 1, § 1, eff. Mar. 14, 1952, 17 
F.R. 2243, 66 Stat. 823, set out in the Appendix to Title 
5, Government Organization and Employees, and by 
section 2 thereof a new office of district commissioner 
of internal revenue was established. Section 4 of the 
Plan transferred all functions, that had been vested by 
statute in any officer or employee of the Bureau of In-
ternal Revenue since the effective date of 1950 Reorg. 
Plan No. 26, §§ 1, 2, 15 F.R. 4935, 64 Stat. 1280, 1281, to the 
Secretary of the Treasury. 

All functions of all officers of the Department of the 
Treasury, and all functions of all agencies and employ-
ees of such Department, were transferred, with certain 
exceptions, to the Secretary of the Treasury, with 
power vested in him to authorize their performance or 
the performance of any of his functions, by any of those 
officers, agencies, and employees, by 1950 Reorg. Plan 
No. 26, §§ 1, 2, eff. July 31, 1950, 15 F.R. 4935, 64 Stat. 1280, 
set out in the Appendix to Title 5. The Collector and 
Commissioner of Internal Revenue, referred to in this 
section, are officers of the Treasury Department. 

ADMISSION OF HAWAII TO STATEHOOD 

Hawaii was admitted into the Union on Aug. 21, 1959, 
on issuance of Proc. No. 3309, Aug. 25, 1959, 24 F.R. 6868, 
73 Stat. c74. For Hawaii statehood law, see Pub. L. 86–3, 
Mar. 18, 1959, 73 Stat. 4, set out as a note preceding sec-
tion 491 of Title 48, Territories and Insular Possessions. 

APPROPRIATIONS 

Appropriations for refunds, etc., see note under sec-
tion 610 of this title. 

§ 616. Stock on hand when tax takes effect or ter-
minates 

(a) Upon the sale or other disposition of any 
article processed wholly or in chief value from 
any commodity with respect to which a process-
ing tax is to be levied, that on the date the tax 
first takes effect or wholly terminates with re-
spect to the commodity, is held for sale or other 
disposition (including articles in transit) by any 
person, there shall be made a tax adjustment as 
follows: 

(1) Whenever the processing tax first takes 
effect, there shall be levied, assessed, and col-
lected a tax to be paid by such person equiva-
lent to the amount of the processing tax which 
would be payable with respect to the commod-

ity from which processed if the processing had 
occurred on such date. Such tax upon articles 
imported prior to, but in customs custody or 
control on, the effective date, shall be paid 
prior to release therefrom. In the case of 
sugar, the tax on floor stocks, except the re-
tail stocks of persons engaged in retail trade, 
shall be paid for the month in which the 
stocks are sold, or used in the manufacture of 
other articles, under rules and regulations pre-
scribed by the Commissioner of Internal Reve-
nue with the approval of the Secretary of the 
Treasury. 

(2) Whenever the processing tax is wholly 
terminated, (A) there shall be refunded or 
credited in the case of a person holding such 
stocks with respect to which a tax under this 
chapter has been paid, or (B) there shall be 
credited or abated in the case of a person hold-
ing such stocks with respect to which a tax 
under this chapter is payable, where such per-
son is the processor liable for the payment of 
such tax, or (C) there shall be refunded or 
credited (but not before the tax has been paid) 
in the case of a person holding such stocks 
with respect to which a tax under this chapter 
is payable, where such person is not the proc-
essor liable for the payment of such tax, a sum 
in an amount equivalent to the processing tax 
which would have been payable with respect to 
the commodity from which processed if the 
processing had occurred on such date: Pro-

vided, That in the case of any commodity with 
respect to which there was any increase, effec-
tive prior to June 1, 1934, in the rate of the 
processing tax, no such refund, credit, or 
abatement, shall be in an amount which ex-
ceeds the equivalent of the initial rate of the 
processing tax in effect with respect to such 
commodity. 

(b) The tax imposed by subsection (a) of this 
section shall not apply to the retail stocks of 
persons engaged in retail trade, held at the date 
the processing tax first takes effect; but such re-
tail stocks shall not be deemed to include stocks 
held in a warehouse on such date, or such por-
tion of other stocks held on such date as are not 
sold or otherwise disposed of within thirty days 
thereafter. Except as to flour and prepared flour, 
and cereal preparations made chiefly from 
wheat, as classified in Wheat Regulations, Se-
ries 1, Supplement 1, and as to any article proc-
essed wholly or in chief value from cotton, the 
tax refund, credit, or abatement provided in sub-
section (a) of this section shall not apply to the 
retail stocks of persons engaged in retail trade, 
nor to any article (except sugar) processed whol-
ly or in chief value from sugar beets, sugarcane, 
or any product thereof, nor to any article (ex-
cept flour, prepared flour and cereal prepara-
tions made chiefly from wheat, as classified in 
Wheat Regulations, Series 1, Supplement 1) 
processed wholly or in chief value from wheat, 
held on the date the processing tax is wholly 
terminated. 

(c)(1) Any sugar, imported prior to the effec-
tive date of a processing tax on sugar beets and 
sugarcane, with respect to which it is estab-
lished (under regulations prescribed by the Com-
missioner of Internal Revenue, with the ap-
proval of the Secretary of the Treasury) that 
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there was paid at the time of importation a duty 
at the rate in effect on January 1, 1934, and (2) 
any sugar held on April 25, 1934, by, or to be de-
livered under a bona fide contract of sale en-
tered into prior to April 25, 1934, to, any manu-
facturer or converter, for use in the production 
of any article (except sugar) and not for ulti-
mate consumption as sugar, and (3) any article 
(except sugar) processed wholly or in chief value 
from sugar beets, sugarcane, or any product 
thereof, shall be exempt from taxation under 
subsection (a) of this section, but sugar held in 
customs custody or control on April 25, 1934, 
shall not be exempt from taxation under sub-
section (a) of this section, unless the rate of 
duty paid upon the withdrawal thereof was the 
rate of duty in effect on January 1, 1934. 

(d) The Secretary of Agriculture is authorized 
to purchase, out of such proceeds of taxes as are 
available therefor, during the period this chap-
ter is in effect with respect to sugar beets and 
sugarcane, not in excess of three hundred thou-
sand tons of sugar raw value from the surplus 
stocks of direct-consumption sugar produced in 
the United States beet-sugar area, at a price not 
in excess of the market price for direct con-
sumption sugar on the date of purchase, and to 
dispose of such sugar by sale or otherwise, in-
cluding distribution to any organization for the 
relief of the unemployed, under such conditions 
and at such times as will tend to effectuate the 
declared policy of section 608a of this title. The 
sugar so purchased shall not be included in the 
quota for the United States beet-sugar area. All 
proceeds received by the Secretary of Agri-
culture, in the exercise of the powers granted, 
are appropriated to be available to the Sec-
retary of Agriculture for the purposes described 
in subsections (a) and (b) of section 612 of this 
title. 

(e) Upon the sale or other disposition of any 
article processed wholly or in chief value from 
any commodity with respect to which the exist-
ing rate of the processing tax is to be increased, 
or decreased, that on the date such increase, or 
decrease, first takes effect with respect to the 
commodity, is held for sale or other disposition 
(including articles in transit) by any person, and 
upon the production of any article from a com-
modity in process on the date on which the rate 
of the processing tax is to be increased or de-
creased, there shall be made a tax adjustment as 
follows: 

(1) Whenever, on or after June 1, 1934, the 
rate of the processing tax on the processing of 
the commodity generally or for any des-
ignated use or uses, or as to any designated 
product or products thereof for any designated 
use or uses, or as to any class of products, is 
decreased, there shall be credited or refunded 
to such person an amount equivalent to the 
difference between the rate of the processing 
tax payable or paid at the time immediately 
preceding the decrease in rate and the rate of 
the processing tax which would have been pay-
able with respect to the commodity from 
which processed, if the processing had oc-
curred on such date: Provided, however, That 
no such credit or refund shall be made in the 
case of hogs unless the rate of the processing 
tax immediately preceding said decrease is 

equal to, or less than, the rate of the process-
ing tax in effect on the date on which any 
floor stocks tax was paid prior to the adoption 
of this subsection. In the case of wheat the 
provisions of this paragraph and of paragraph 
(2) of this subsection shall apply to flour, pre-
pared flour and cereal preparations made 
chiefly from wheat, as classified in Wheat Reg-
ulations, Series 1, Supplement 1 only; in the 
case of sugarcane and sugar beets the provi-
sions of this paragraph and of paragraph (2) of 
this subsection shall apply to sugar only. 

(2) Whenever the rate of the processing tax 
on the processing of the commodity generally, 
or for any designated use or uses, or as to any 
designated product or products thereof for any 
designated use or uses, or as to any class of 
products, is increased, there shall be levied, 
assessed and collected a tax to be paid by such 
person equivalent to the difference between 
the rate of the processing tax payable or paid 
at the time immediately preceding the in-
crease in rate and the rate of the processing 
tax which would be payable with respect to 
the commodity from which processed, if the 
processing had occurred on such date. 

(3) Whenever the processing tax is suspended 
or is to be refunded pursuant to a certification 
of the Secretary of Agriculture to the Sec-
retary of the Treasury, under section 615(a) of 
this title, the provisions of paragraph (1) of 
this subsection shall become applicable. 

(4) Whenever the Secretary of Agriculture 
revokes any certification to the Secretary of 
the Treasury under section 615(a) of this title, 
the provisions of paragraph (2) of this sub-
section shall become applicable. 

(5) The provisions of this subsection shall be 
effective on and after June 1, 1934. 

(f) The provisions of this section shall not be 
applicable with respect to rice. 

(May 12, 1933, ch. 25, title I, § 16, 48 Stat. 40; May 
9, 1934, ch. 263, §§ 10, 17, 48 Stat. 676, 678; June 26, 
1934, ch. 759, § 1, 48 Stat. 1241; Mar. 18, 1935, ch. 32, 
§ 10, 49 Stat. 48; Aug. 24, 1935, ch. 641, §§ 20(b), 
25–27, 49 Stat. 768, 769; June 4, 1936, ch. 501, 49 
Stat. 1464; June 22, 1936, ch. 690, § 601(a), (c), (g), 
49 Stat. 1739, 1740.) 

CONSTITUTIONALITY 

Section may be obsolete in view of the Supreme 
Court’s holding that the processing and floor stock 
taxes provided for by the Agricultural Adjustment Act 
of 1933 are unconstitutional. See U.S. v. Butler, Mass. 
1936, 56 S.Ct. 312, 297 U.S. 1, 80 L.Ed. 477, 102 A.L.R. 914. 

AMENDMENTS 

1936—Subsec. (e)(1). Act June 22, 1936, § 601(a), (g), re-
enacted par. (1) for certain refund purposes only and 
substituted ‘‘on or after June 1, 1934’’ for ‘‘subsequent 
to June 26, 1934’’, respectively. 

Act June 4, 1936, substituted ‘‘on or after June 1, 
1934’’ for ‘‘subsequent to June 26, 1934’’. 

Subsec. (e)(3). Act June 22, 1936, § 601(a), reenacted 
par. (3) for certain refund purposes only. 

Subsec. (g). Act June 22, 1936, § 601(c), repealed subsec. 
(g) which related to the time for filing refunds. 

1935—Subsec. (a)(2). Act Aug. 24, 1935, § 25, substituted 
a new par. (2) for former par. (2). 

Subsec. (b). Act Aug. 24, 1935, § 26, amended second 
sentence generally. 

Subsec. (c). Act Aug. 24, 1935, § 20(b), struck out last 
sentence. 
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Subsec. (e). Act Mar. 18, 1935, redesignated former 
subsec. (c) as (e). 

Subsec. (e)(1). Act Aug. 24, 1935, § 27(a), inserted ‘‘sub-
sequent to June 26, 1934’’ at beginning of paragraph, 
and ‘‘in the case of hogs’’ after ‘‘made’’ in proviso and 
inserted ‘‘In the case of wheat the provisions of this 
paragraph and of paragraph (2) of this subsection shall 
apply to flour, prepared flour and cereal preparations 
made chiefly from wheat, as classified in Wheat Regu-
lations, Series 1, Supplement 1 only; in the case of 
sugarcane and sugar beets the provisions of this para-
graph and of paragraph (2) of this subsection shall 
apply to sugar only.’’ 

Subsec. (f). Act Mar. 18, 1935, added subsec. (f). 
Subsec. (g). Act Aug. 24, 1935, § 27(b), added subsec. (g). 
1934—Subsec. (a)(1). Act May 9, 1934, § 10, inserted sec-

ond sentence. 
Subsec. (c). Act June 26, 1934, added subsec. (c). 
Subsec. (c)(1). Act May 9, 1934, § 17, added par. (1). 
Subsec. (d). Act May 9, 1934, § 17, added subsec. (d). 

SEPARABILITY 

Validity of remainder of this chapter as not affected 
should any of the provisions of this chapter be declared 
unconstitutional. See section 614 of this title. 

TRANSFER OF FUNCTIONS 

Functions of all officers of Department of the Treas-
ury, and functions of all agencies and employees of 
such Department, transferred, with certain exceptions, 
to Secretary of the Treasury, with power vested in him 
to authorize their performance or performance of any 
of his functions, by any of such officers, agencies, and 
employees, by 1950 Reorg. Plan No. 26, §§ 1, 2, eff. July 
31, 1950, 15 F.R. 4935, 64 Stat. 1280, set out in the Appen-
dix to Title 5, Government Organization and Employ-
ees. Commissioner of Internal Revenue, referred to in 
this section, is an officer of Department of the Treas-
ury. 

APPROPRIATIONS 

Appropriations for refunds, etc., see note set out 
under section 610 of this title. 

§ 617. Refund on goods exported; bond to sus-
pend tax on commodity intended for export 

(a) Upon the exportation to any foreign coun-
try (and/or to the Virgin Islands, American 
Samoa, the Canal Zone, and the island of Guam) 
of any product processed wholly or partly from 
a commodity with respect to which product or 
commodity a tax has been paid or is payable 
under this chapter, the tax due and payable or 
due and paid shall be credited or refunded. 
Under regulations prescribed by the Commis-
sioner of Internal Revenue, with the approval of 
the Secretary of the Treasury, the credit or re-
fund shall be allowed to the consignor named in 
the bill of lading under which the product is ex-
ported or to the shipper or to the person liable 
for the tax provided the consignor waives any 
claim thereto in favor of such shipper or person 
liable for the tax. In the case of rice, a tax due 
under this chapter which has been paid by a tax- 
payment warrant shall be deemed for the pur-
poses of this subsection to have been paid; and 
with respect to any refund authorized under this 
section, the amount scheduled by the Commis-
sioner of Internal Revenue for refunding shall be 
paid, any provision of law notwithstanding. In 
the case of sugar beets and sugarcane, this sub-
section shall be applicable to exports of products 
thereof to the Virgin Islands, American Samoa, 
the Canal Zone, and/or the island of Guam only 
if this chapter with respect to sugar beets and 

sugarcane is not made applicable thereto. The 
term ‘‘product’’ includes any product exported 
as merchandise, or as a container for merchan-
dise, or otherwise. 

(b) Upon the giving of bond satisfactory to the 
Secretary of the Treasury for the faithful ob-
servance of the provisions of this chapter requir-
ing the payment of taxes, any person shall be 
entitled, without payment of the tax, to process 
for such exportation any commodity with re-
spect to which a tax is imposed by this chapter, 
or to hold for such exportation any article proc-
essed wholly or partly therefrom. 

(May 12, 1933, ch. 25, title I, § 17, 48 Stat. 40; May 
9, 1934, ch. 263, §§ 12, 13, 48 Stat. 676; Mar. 18, 1935, 
ch. 32, § 11, 49 Stat. 48; Aug. 24, 1935, ch. 641, § 28, 
49 Stat. 770; June 22, 1936, ch. 690, § 601(a), 49 
Stat. 1739; Proc. No. 2695, eff. July 4, 1946, 11 F.R. 
7871, 60 Stat. 1352.) 

REFERENCES IN TEXT 

For definition of Canal Zone, referred to in subsec. 
(a), see section 3602(b) of Title 22, Foreign Relations 
and Intercourse. 

CODIFICATION 

References to the Philippine Islands in subsec. (a) 
were omitted from the Code as obsolete in view of the 
independence proclaimed by the President of the 
United States by Proc. No. 2695, cited to text, which is 
set out as a note under section 1394 of Title 22, Foreign 
Relations and Intercourse. 

CONSTITUTIONALITY 

Unconstitutionality of processing and floor stock 
taxes, see note set out under section 616 of this title. 

AMENDMENTS 

1936—Subsec. (a). Act June 22, 1936, reenacted subsec. 
(a) for refund purposes only. 

1935—Subsec. (a). Act Aug. 24, 1935, struck out first 
two sentences and substituted ‘‘Upon the exportation 
to any foreign country (and/or to the Philippine Is-
lands, the Virgin Islands, American Samoa, the Canal 
Zone, and the island of Guam) of any product processed 
wholly or partly from a commodity with respect to 
which product or commodity a tax has been paid or is 
payable under this chapter, the tax due and payable or 
due and paid shall be credited or refunded. Under regu-
lations prescribed by the Commissioner of Internal 
Revenue, with the approval of the Secretary of the 
Treasury, the credit or refund shall be allowed to the 
consignor named in the bill of lading under which the 
product is exported or to the shipper or to the person 
liable for the tax provided the consignor waives any 
claim thereto in favor of such shipper or person liable 
for the tax.’’ 

Act Mar. 18, 1935, inserted third sentence. 
1934—Subsec. (a). Act May 9, 1934, amended subsec. (a) 

generally. 
Subsec. (b). Act May 9, 1934, § 13, substituted ‘‘partly’’ 

for ‘‘in chief value’’. 

SEPARABILITY 

Validity of remainder of this chapter as not affected 
should any of the provisions of this chapter be declared 
unconstitutional, see section 614 of this title. 

TRANSFER OF FUNCTIONS 

Functions of all officers of Department of the Treas-
ury, and functions of all agencies and employees of 
such Department, transferred, with certain exceptions, 
to Secretary of the Treasury, with power vested in him 
to authorize their performance or performance of any 
of his functions, by any of such officers, agencies, and 
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