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LETTER OF TRANSMITTAL

JoinT CoMMITTEE ON INTERNAL REVENUE TAXATION,
Washington, June 19, 1929.
The SPEAKER OF THE HOUSE OF REPRESENTATIVES.

Sir: Pursuant to section 710 of the revenue act of 1928, I have the
honor to submit a report by the Joint Committee on Internal Revenue
Taxation, dated June 8, 1929.

Very respectfully,
Wirris C. HAwLEY,
Chairman Joint Commiitee on Internal Revenue Taxation.
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REPORT OF THE JOINT COMMITTEE ON INTERNAL
REVENUE TAXATION ON REFUNDS AND CREDITS

(PURSUANT TO THE REVENUE ACT OF 1928)

Washington, D. C., June 8, 1929.

The revenue act of 1928 in section 710 requires that all refunds and
credits in excess of $75,000 shall be reported to the Joint Committee
on Internal Revenue Taxation. This section also requires a report
to be made by the committee annually of such refunds and credits,
including the names of all persons or corporations to whom amounts
were credited or payments made, together with the amounts credited
or paid to each.

In accordance with this provision in the revenue act of 1928, the
joint committee has caused its Division of Investigation to examine
all refunds reported to it by the Commissioner of Tnternal Revenue.

A complete copy of the report submitted to the joint committee
by Mr. Parker, chief of the Division of Investigation, is attached
‘hereto. Part I of this report includes the names of all persons and
| corporations to whom credits or refunds have been made and shows
‘the amounts credited or paid to each. The committee approves
this list, which agrees with the records of the Treasury Department.

While it is not specifically required by law, the committee deems it
|wise also to submit to the Congress Parts 1T and III of Mr. Parker’s
‘report, which cover a general survey of the overassessments and also
a study of certain individual cases. The committee does not spe-
mﬁcally approve or disapprove of Parts IT and I1I of this report, which
is published for information purposes only.

Inasmuch as this report covers only refunds for the period from
June 1 to December 31, 1928, the committee deems it wise to include
also, as a supplement to this report a report by the Division of Inves-
tlgamon on refunds and credits made under the urgent deficiency bill,
approved on February 28, 1927. This report covers in detail the
period from November 1, 19‘)7 to April 24, 1928, and is the second
‘report on this subject submitted to the committee in regard to refunds
and credits under the urgent deficiency bill.

This supplemental 1ep01t has not been specifically approved or
lisapproved by the committee and is also published for information
purpos%§ N

ery respect
~ Y i Wirris C. HawLEy,
| Chairman Joint Committee on Internal Revenue Taxation.
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LETTER OF SUBMITTAL

ConNGRrEss OF THE UNITED STATES,
JoinT ComMmITTEE ON INTERNAL REVENUE TAXATION,
Washington, February 18, 1929.
Hon. Wirris C. HAwLEY,
Chairman Joint Committee on Internal Revenue Taxation,
Washington, D. C.

My Dear CuamMAN: There is submitted herewith a report on
refunds and credits submitted to the Joint Committee on Internal
Revenue Taxation as provided in section 710 of the revenue act of
1928.

This report covers in detail the period June 1 to December 31, 1928.
No refunds were received under the requirements of the 1928 act
prior to June 1, 1928. In making a statistical analysis, however,
refunds and credits reported to the joint committee under the
“urgent deficiency bill”” are included. This gives a 21-month period,
which is more representative of general conditions than the 7-month
period first noted.

In the opinion of the writer, the most important facts brought out
by this report are as follows:

First. Eighty-three per cent of the total overassessments reported
in a 21-month period are for taxable years prior to 1922, or in other
words, are for the period during which the excess profits tax was in
force. A decrease in refunds may be expected when the excess profits
tax years are finally closed.

Second. Valuations, required by the various provisions, are prob-
ably the cause of more controversy than any other determinations
necessary under our present revenue act.

Third. The increase in the rate of refundment during the present
fiscal year appears to be due to three factors, (a) the decision of the
Supreme Court in re life insurance companies, (b) the large refund to
the United States Steel Corporation, and (¢) the drive of the bureau
to get its work current.

Fourth. The study of individual cases indicates that a review of
certain regulations which are uniformly favorable to certain indus-
tries might profitably be made, since these issues may not get before
the courts. This study might provide information upon which legis-
lation could be based.

Fifth. The refunds and credits made by the commissioner are in
general plainly correct and not open to serious criticism. A difference
of opinion exists in relatively few cases.

Respectfully submitted.

L. H. PARKER,
Chief Division of Investigation.
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REPORT ON REFUNDS AND CREDITS

FOREWORD

Section 710 of the revenue act of 1928 provides as follows in con-
nection with refunds and credits in excess of $75,000:

SEC. 710. REFUNDS AND CREDITS TO BE REFERRED TO JOINT COMMITTEE

No refund or eredit of any income, war-profits, excess-profits, estate or gift
tax, in excess of $75,000, shall be made after the enactment of this Act, until after
the expiration of thirty days from the date upon which a report giving the name of
the person to whom the refund or credit is to be made, the amount of such refund
or credit, and a summary of the facts and the decision of the Commissioner of
Internal Revenue is submitted to the Joint Committee on Internal Revenue
Taxation. A report to Congress shall be made annually by such committee of
such refunds and credits, including the names of all persons and corporations to
whom amounts are credited or payments are made, together with the amounts
credited or paid to each.

The duty of examining the refunds submitted to the joint com-
mittee in accordance with the above provision was assigned to the
division of investigation. The procedure followed is set forth in a
letter to the chairman under date of December 28, 1928, which will
be found in full in Appendix 1. It was concluded, as shown in this
letter, that the intent of the Congress in enacting this provision could
be analyzed as follows:

First. It appeared to be the purpose that the joint committee
should inform the Congress not only as to the amounts of the refunds
and credits over $75,000, but also as to the principal causes of such
repayments.

Second. It appeared to be the purpose that the joint committee
and its staff should study these cases in order to inform themselves as
to the practical operation and effect of our internal revenue system
of taxation.

Third. It appeared to be the purpose that the joint committee, or
its authorized agents, should call to the attention of the Bureau of
Internal Revenue any final tax determinations resulting in refunds or
credits which might seem erroneous, or doubtful, or worthy of further
investigation and review.

The above-named purposes have been carefully kept in mind during
the entire period during which refunds and credits have been sub-
mitted to the committee. It has been recognized, however, that the
committee has no actual power of approval or disapproval of these
refund cases.

This report will be divided into three parts as follows, covering the
period June 1, 1928, to December 31, 1928, inclusive:

Part I. Tables showing the names of all persons and corporations
to whom amounts in excess of $75,000 have been credited and/or
paid, together with the amounts credited and/or paid to each as re-
quired by section 710 quoted above. These tables also include related
data, such as: Total original and additional assessments, abatements,
interest, percentage of tax reduction, and the principal cause of the
overassessment. The arrangement of the tables is alphabetically by
months. '

(vi)



VIII

Part I1. General survey of overassessments in excess of $75,000.
This survey classifies the overassessments in such manner as to show
what provisions of our revenue acts have been the cause of con-
troversy. Certain conclusions appear to be proper from such an
analysis.

Part IIT. Study of individual cases. This study describes those
individual cases which have appeared most interesting and instruc-
tive from the standpoint of the operation and effect of our internal
revenue system of taxation and its administration.

Before presenting these three parts it seems proper to summarize the
technical details included therein, for the benefit of those who may
not care to study statistics and technical discussion. It is believed
that the following facts and conclusions are important:

First. The total overassessments plus interest allowed in cases of
over $75,000 each amounted to $106,569,893.99 for the 7-month
period June 1, 1928, to December 31, 1928. The rate of refundment
with interest was, therefore, $15,224 270 per month. Similar over-
assessments for the 14-month period March 1, 1927, to April 24, 1928,
amounted to $117,630,055.44, which gives a rate of $8,402,147 per
month. /

Second. It appears that the increase in the rate of refundment of
nearly 80 per cent since June, 1928, is principally due to three factors:
The decision of the Supreme Court of the United Statesin the National
Life Insurance Co. case; the large refund to the United States Steel
Corporation; and the drive of the bureau to settle old tax cases.

Third. The interest paid on the overassessments made in the 7-
month period has amounted to $22,473,308.38. This represents an
average interest charge of 26.72 per cent.

Fourth. An analysis has been made of the overassessments reported
for the 7-month period, June 1, 1928, to December 31, 1928, and those
reported for the 14-month period, March 1, 1927, to April 24, 1928,
taken together. This analysis shows as follows:

(a) Eighty-three per cent of the total overassessments reported
involve the excess-profits tax years (1917 to 1921).

(0) Forty-two per cent of the total overassessments reported are
caused principally by the three provisions—invested capital, special
assessment, and amortization. These provisions have no application
to taxable years since 1921. The two last-named provisions are
special relief sections of the old revenue acts.

(¢) Thirty-three per cent of the total overassessments are due
principally to the adjustment of questions involving valuations. It
appears fair to conclude that the most troublesome provisions of our
present revenue act are those requiring such valuations, which are
based largely on judgment.

(d) There appears to be a disproportion in the ratio of total income
and estate taxes paid by States, and the ratio of the refunds allowed
by States. For instance, New York State pays about 30 per cent
of the taxes and receives 46 per cent of the refunds. The data is con-
sidered insufficient for definite conclusions from the above fact.

Fifth. In regard to the individual refunds, it appears that on the
whole the action of the commissioner in making these allowances
shows proper, just, and careful handling in the face of many difficulties.
A few cases have appeared doubtful and a difference of opinion results.
This is recognized as being inevitable in view of the complexity and
uncertainty of certain provisions of our revenue acts.



IX

Sixth. One case was withdrawn by the commissioner for correction
on account of an error pointed out by this division. The saving
which resulted was approximately $193,000. The promptness with
which this action was taken was evidence of the desire of the depart-
ment to co-operate with this committee.

Part I, which consists of the complete list of taxpayers and the
amounts refunded or credited to each, is next submitted. This part
of the report includes all information required by the specific wording
of section 710 of the revenue act of 1928, and has been compiled by
Mr. W. L. Tucker, auditor for this committee.

L. H. PARKER,
Chief Dwvision of Investigation.
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Special analysis of abatements, refunds, and credits for American Telephone &
Telegraph Co. and subsidiaries

Abate-

Company Location Year T Credits Refunds
Aroostook Telephone & Telegraph Co...| Boston, Mass....... 1918 | fecceccmacaeee $2, 305, 80
Asheville Telephone & Telegraph Co....| Atlanta, Ga_.._._____ 1920 | $527.99
Boone County Telephone Co_... -| Omaha, Nebr_._.___ 1920 | 2,121.90 |-
Booneville Telephone Co... i 566.74 |...
Butte Protective Co..._.._. 22, 11°1°--
Citizens Telephone Exchange. - Sheboygan, Wis.___. 1,969. 72

Franklin County Telephone Co.
QGranville Telephone Co....
Hamlin Rural Telephone
Ingfpéndent Telephone Co. of

uffs.
Ingiana Union Telephone & Telegraph

0.
Maine Telephons & Telegraph Co.._.___
MecKinney Telephone Co._....
Middleton Telephone Co.....
Missouri Central Telephone Co_.
Mills County Telephone Co,
Moosehead Telephone & Telegraph o..
New Carlisle Telephone Co
New England Telephone and Telegraph

o.
New Home Telephone COovoooeooeoeo
North Dakota Independent Telephone

Co.
Northwestern Bell Telephone Co......__|-

Painsville Telephone Co.
Peoples Home Telephone Co.
Rochester Telephone Co...._...

Southern Telephone Co. of Indiana.
Standard Telephone Co...._.
Tri State Telephone Co..___._
Thousand Island Telephone Co.. n
United Telephone Co. - oo _.__.
White Mountain Telephone & Tele-

graph Co.

Wisconsin Telephone Covveoaeeeaao.--
‘Wray Telephone Co..oo oo .____

Bosgm Mass. -
Hamiin, N, ¥
Omaha, Nebr.__

Indianapolis, Ind....

Boston, Mass_...___.
MecKinney, Tex.....
Middletown, Ohio..
St. Louis, Mo.......
Omaha, Nebr
Boston Mass
New Carhsle Ohio..
Boston, Mass.......

Indlanapohs Ind —_—
Omaha,

Leavenworth Kans_
Rochester, N'Y

Milwaukee, Wis....
Denver, Colo-_..__ o
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