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REFUNDS AND CREDITS OF INTERNAL
REVENUE TAXES

LETTER

FROM
CHAIRMAN, JOINT COMMITTEE ON
INTERNAL REVENUE TAXATION

TRANSMITTING

A REPORT BY THE JOINT COMMITTEE ON INTERNAL
REVENUE TAXATION, DATED FEBRUARY 4, 1961, COV-
ERING REFUNDS AND CREDITS OF INTERNAL REVENUE
TAXES FOR THE FISCAL YEAR ENDED JUNE 30, 1959,
PURSUANT TO SECTION 6405 OF THE INTERNAL
REVENUE CODE OF 1954

FEBRUARY 21, 1961.—Referred to the Committee on Ways and Means
and ordered to be printed

U.S. GOVERNMENT PRINTING OFFICE
57011 WASHINGTON : 1961
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LETTER OF TRANSMITTAL

Joint CoMMITTEE ON INTERNAL REVENUE TAXATION,
Washington, D.C., February 4, 1961.
The SPEAKER OF THE HoOUSE OoF REPRESENTATIVES.

Sir: Pursuant to section 6405 of the Internal Revenue Code of
1954 T have the honor to submit a report by the Joint Committee on
Internal Revenue Taxation, dated February 4, 1961, covering refunds
and credits of internal-revenue taxes for the fiscal year ended June
30, 1959.

Very respectfully,
W. D. Mirws, Chairman.
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REPORT OF THE JOINT COMMITTEE ON INTERNAL
REVENUE TAXATION

(Pursuant to the Internal Revenue Code)

WasningToN, D.C.

Section 6405 of the Internal Revenue Code of 1954 provides as
follows in connection with refunds and credits in excess of $100,000.

SEC. 6405. REPORTS OF REFUNDS AND CREDITS

(a) By TrEASURY TO JoiNT CoMMITTEE.—No refund or credit of any income,
war profits, excess profits, estate, or gift tax in excess of $100,000 shall be made
until after the expiration of 30 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
Secretary or his delegate, is submitted to the Joint Committee on Internal
Revenue Taxation.

(b) By Joint CommrrTEE T0 CoNGREsSS.—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.

(¢) TENTATIVE ADJUSTMENTS.—Any credit or refund allowed or made under
section 6411 shall be made without regard to the provisions of subsection (a) of
this section. In any such case, if the credit or refund, reduced by any deficiency
in such tax thereafter assessed and by deficiencies in any other tax resulting
from adjustments reflected in the determination of the credit or refund, is in
excess of $100,000, there shall be submitted to such committee a report con-
taining the matter specified in subsection (a) at such time after the making of
the credit or refund as the Secretary or his delegate shall determine the correct
amount of the tax.

The joint committee has caused its staff to examine all refunds and
credits reported by the Secretary or his delegate pursuant to section
6405, and to prepare a report thereon for the fiscal year ended June
30, 1959. In reviewing these cases the staff, by appropriate memo-
randum, requests the General Counsel of the Treasury to reconsider
any such refunds or credits which, in the opinion of the staff, are
erroneous or doubtful or inadequately substantiated. Such cases are
generally resolved by conferences between the staff and Treasury
officials. However, in those instances in which the questions raised
are deemed to be of sufficient importance from the standpoint of the
interpretation or administration of the revenue laws, the case is heard
by the joint committee in executive session. None of the cases
reported herein were heard by the committee.

The report of the staff is attached hereto. Section I of the report
lists the names of all persons (individual and legal) to whom refunds
or credits in excess of $100,000 were made, and shows the amounts
refunded or credited to each. The committee submits this staff
report in compliance with subsection (b) of section 6405 of the Internal
Revenue Code of 1954. Section IT of the report contains a general
survey of such refunds and credits, and the amounts allowed since
the first report was issued in 1928.

Respectfully,
W. D. Miris, Chairman.

v






LETTER OF SUBMITTAL

CoNGRESS OF THE UNITED STATES,
JoiNT CoMMITTEE ON INTERNAL REVENUE TAXATION,
Washington, D.C., February 4, 1961.
Hon. Wirsur D. MiLs,

Chairman, Joint Committee on Internal Revenue Taxation,
Washington, D.C.

My DEar MRr. CrAIRMAN: There is submitted herewith a report
on refunds and credits of internal revenue taxes in excess of $100,000
as required by section 6405 of the Internal Revenue Code of 1954.
This report covers the fiscal year ended June 30, 1959.

The most important facts and conclusions with respect to the report
will be found in the summary.

Respectfully submitted.

Couin F. Stawm, Chief of Staff.
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A REPORT ON REFUNDS AND CREDITS OF INTERNAL REV-
ENUE TAXES FOR THE FISCAL YEAR ENDED JUNE 30, 1959

ForEWORD

The annual report on refunds and credits of internal revenue taxes
of the Joint Committee on Internal Revenue Taxation required by
section 6405 of the Internal Revenue Code of 1954 is made on a
fiscal year basis.

This volume consists of a report of refunds and credits of internal
revenue taxes for the fiscal year ended June 30, 1959. It is divided
into two sections, as follows:

Section I: Containing a list of refunds and credits in excess of
$100,000 allowed during the period, which list is equired to be
reported to the Congress under section 6405 of the Internal
Revenue Code of 1954.

Section II: Containing a general survey of the refunds and
credits.

The procedure followed in connection with refunds and credits
reported to the joint committee was analyzed in the first report sub-
mitted to the Congress by the committee (‘“Refunds and Credits of
Internal Revenue Taxes,” H. Doc. 43, 71st Cong., 1st sess., June 19,
1929). There has been no change in the policy of the committee since
the publication of the first report. However, during the year 1940 it
was necessary to clarify certain jurisdictional questions with respect
to cases over which the Internal Revenue Service and the Department
of Justice have jurisidiction. It was agreed between these depart-
ments and the Joint Committee on Internal Revenue Taxation,
effective as of December 1, 1940, that the following classes of cases
should be considered as coming within the purview of section 6405
of the Internal Revenue Code of 1954.

INTERNAL REVENUE SERVICE CASES

(1) A refund or credit of over $100,000 proposed in a case prior to
the filing of a petition for review with the Tax Court or the filing of a
suit in any court. -

(2) A refund or credit of over $100,000 provided for in a settlement
entered into after the filing of a petition for review with the Tax
Court but prior to a decision by the court. '

(3) A refund or credit provided for in a settlement entered into
after a decision on the merits has been rendered by the Tax Court if
such refund or credit exceeds the amount which the court may have
determined to have been overpaid. In no case will such refund or
credit be referred to the committee unless the amount of the refund or
credit determined by the court, plus the amount determined in any
subsequent settlement, exceeds $100,000.

at



2 REFUNDS AND CREDITS OF INTERNAL REVENUE TAXES

As far as practicable, every effort should be made to combine all
credits or refunds which have been proposed for the same taxpayer,
30 that the aggregate of such refunds or credits will determine the
jurisdictional amount.

In the case of a settlement providing for refunds or credits in favor
of more than one taxpayer, only such refunds or credits as exceed
$100,000 to a single taxpayer will be considered as subject to the juris-
dictional requirement.

Social security and unjust enrichment taxes will be considered not
within the intendment of section 6405 of the Internal Revenue Code.

Any cases not covered by this agreement may be referred to the
committee by mutual consent between the Internal Revenue Service
and the staff.

DEPARTMENT OF JUSTICE CASES

(1) A refund or credit of over $100,000 provided for in a settlement
entered into prior to a decision by the court or the Tax Court.

(2) A refund or credit provided for in a settlement entered into after
a decision on the merits has been rendered by a court or the Tax
Court, if such refund or credit exceeds the amount which the court
may have determined to have been overpaid. In no case will such
refund or credit be referred to the committee unless the amount of the
refund or credit determined by the court, plus the amount determined
in any subsequent settlement, exceeds $100,000.

(3) Where it appears that the court, in approving the settlement
involving a refund or credit exceeding $100,000 in the following classes
of cases, has not passed upon the merits:

(@) Compromise cases where the taxpayers, for reasons other
than the mere termination of the controversies with the Govern-
ment, insist that the agreement take the form of stipulated
judgments.

(b) Stipulated judgments entered into as the result of the
pretrial procedure in effect in the Federal courts.

(¢) Compromise agreements or settlements entered into in
bankruptcy and receivership proceedings subject to the approval
of the court.

In the case of a single settlement involving one or more suits by
the same taxpayer for one or more taxable periods, the aggregate of
such refunds or credits will determine the jurisdictional amount.

In the case of a single settlement providing for refunds or credits in
favor of more than one taxpayer, only such refunds or credits as
exceed $100,000 to a single taxpayer will be considered as subject to
the jurisdictional requirement.

In the case of a single settlement resulting in a refund or credit to
one taxpayer and a concomitant additional tax to a related taxpayer,
as defined in section 1313(c) of the Internal Revenue Code of 1954,
the settlement will be construed as involving a single taxpayer for the
purpose of determining the jurisdictional amount.

Social security and unjust enrichinent taxes will be considered not
within the intendment of section 6405 of the Internal Revenue Code.



REFUNDS AND CREDITS OF INTERNAL REVENUE TAXES 3

SUMMARY

The most important facts in connection with the refunds and

credits for the fiscal year ended June 30, 1959, may be summarized
as follows:

158

SN

Fiscal year ended June 30, 1959

Total refunds paid - - _ . ________ _______________________
On cases reported________________ $271, 907, 684. 97
On cases previously reported and
withheld, allowed during the fiscal
year ended June 30, 1959_______ $13, 948, 573. 91

. Total credits allowed _______ ________________ __________

On cases reported________________ $73, 821, 006. 88
On cases previously reported and
withheld, allowed during the fiscal

year ended June 30, 1959_______ $5, 125, 482. 20

Total refunds and credits_ - ___________________

. Percentage of refunds to total refunds and credits._______
. Total interest allowed _ _ __ ____________________________

On cases reported___ _____________ $25, 344, 603. 65
On cases previously reported and
withheld, allowed during the fiscal

year ended June 30, 1959__ _____ $591, 418. 20

. Total number of cases reported . ______________________
Internal Revenue Service cases__ __ 272
Department of Justice settlements . 25

. Disposition of cases reported:

Cases in which determinations concurred in by the
staff:
Internal Revenue Service - - - __________
Department of Justice__ . ___________________
Cases in which determinations were criticized in the
first instance by joint committee staff:
Internal Revenue Serviee - . oo .. ______.___
Department of Justice..______________________
Cases returned for lack of jurisdietion.._._____._____

$285, 856, 258. 88
$78, 946, 489. 08

$364, 802, 747. 96
78. 0
$25, 936, 021. 85

297

249
25

.
No o
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GENERAL SURVEY oF REFuNDs AND CrEDITS, FiscAL YEAr ENDED
JUNE 30, 1959

The statistics in regard to refunds and credits submitted to the
joint committee by the Secretary or his delegate during the fiscal year
ended June 30, 1959, appear as follows:

Recapitulation of abatements, credits, and refund allowances from July 1, 1958, to
June 30, 1959
Composed of—

Refundsi =" I8 W iR T R e $271, 907, 684. 97
@redifstmeT - s S g SR 73, 821, 006. 88
Abatements_________________________ 15, 549, 326. 79

$361, 278, 018. 64
Interest on refunds and eredits reported and allowed during the
fiscal year ended June 30, 19569 ______________________ 25, 344, 603. 65

Total abatements, credits, refunds, and interest allowed. 386, 622, 622. 29
Add overassessments previously reported as withheld, allowed

during the fiscal year ended June 30, 1959 ________________ 20, 598, 182. 07
Composed of—
Refunds__ . _______ $13, 948, 573. 91
(s 1 e g R S S o O D 5,125, 482. 20
Abatements_________________________ 1, 524, 125. 96
Interest on overassessments previously reported as withheld,
allowed during the fiscal year ended June 30, 1959_________ 591, 418. 20

Grand total of abatements, credits, refunds, and interest
Allowed S - L L TR R T 407, 812, 222. 56

21



22 REFUNDS AND CREDITS OF INTERNAL REVENUE TAXES

A comparison of the refunds and credits allowed in the fiscal year
1959 with those allowed in prev1ous years, and the percentage of
increase or decrease from year to year is shown in the following table:

Percent
Year Refunds Credits Total increase or
decrease
1928—7-month period (June 1 to Dec. 31)- $53,735,064 | $17,944,683 | $71, 679, 747 |_
1929—Calendar year_. .| 38,208, 522 15, 969, 125 54,172, 647
1930—Calendar year._. 27,174,872 27, 677, 259 54, 852, 131
1931—Calendar year oo - eccccacmmacmccmeameee 15, 773, 240 9, 962, 580 25, 735, 820
1932—Calendar year.. o 12, 412, 885 10, 500, 287 22,913,172
1933—Calendariyear. . o oo o e 7,315, 708 8,695, 973 16, 011, 681
1934—Calendar year 4, 759, 407 4, 194, 599 8, 954, 006
1935—Calendar year. oo - 2, 314, 495 11, 083, 172 13, 397, 667
1936—Calendar year.. - 601, 517 3,897, 616 4,499, 133
1937—Calendar year.... ) 1, 683, 026 2,026, 789 3,709, 815
1938—Calendar year... ... X 3, 059, 205 4,156, 014 7,215,219
1939—6-month perlod (Jan. 1 to June 30) .- 4,437,825 1, 388, 973 5, 826, 798
1940—Fiscal year.. e 8, 281, 501 3,113,379 11, 394, 880
1941—Eiscaliyeart ..o T TN 9, 498, 039 5, 091, 983 14, 590, 022
1942—Fiscal year 2, 501, 462 12, 418 712
1943— Fiscal year 2, 481, 108 8 327 374
1944—Fiscal year 3,893,412 14, 278, 119
1945—F'iscal year. 13, 618, 638 25, 084, 162
1946—Fiscal year_ 23 388 127 12, 094, 521 35, 482, 648
1947 —Riscal year o T 39 371, 821 25, 201, 607 64, 573, 428
1948 =Riscalliyear-—- - _o-_ oo S S Cio-co- SRR 94, 533, 359 41,870,083 | 136, 403, 442
1949—F'iscal year 148, 932, 036 99, 587, 625 | 248, 519, 661
1950— Fiscal year 155, 697, 097 60, 225, 254 215, 922, 351
1951— Fiscal year- 459, 281,389 | 239,282,297 | 698, 563, 686
1952—Fiscal year 205,133,336 | 125, 698,227 | 330, 831, 563
1953—Fiscal year_ 166, 094, 169 | 165, 429, 783 | 331, 523, 952
1954—Fiscal year 228,232,084 | 119,128,821 | 347,360, 905
1955— Fiscal year. 281, 900 090 | 231,936,608 | 513, 836, 698
1956—Fiscal year 96 697, 521 39, 057, 741 135, 755, 262
1957— Fiscal year. 154 532, 403 69, 508, 075 | 224, 040, 478
1958—F'iscal year 144, 922, 555 74,983,638 | 219, 906, 193
1959—Fiscal year-.._ 271, 907, 684 73,821,006 | 345, 728, 691
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