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LETTER OF TRANSMITTAL

Joint CoMMITTEE ON INTERNAL REVENUE Taxation,
Washington, January 12, 1932.
The SpeAKER OF THE HOUSE OF REPRESENTATIVES.

Sir: Pursuant to section 710 of the revenue act of 1928, T have
the honor to submit a report by the Joint Committee on Internal
Revenue Taxation, dated January 12, 1932, covering refunds and
credits of internal revenue taxes for the calendar year 1930.

Very respectfully,
Winris C. Hawrey, Chairman.

REPORT OF THE JOINT COMMITTEE ON INTERNAL REVENUE
TAXATION

(Pursuant to the revenue act of 1928)

VVASHING;TON, D. C., January 12, 1932.

Section 710 of the revenue act of 1928 requires that all refunds
and credits in excess of $75,000 shall be reported to the Joint Com-
mittee on Internal Revenue Taxation by the Commissioner of Internal
Revenue. This section also requires an annual report to Congress
of such refunds and credits, including the names of all persons to
whom amounts are credited or payments made, together with the
amounts credited or paid to each.

Pursuant to the above provision of law, the joint committee has
caused 1its stafl to examine all such refunds and credits made by the
commissioner during the calendar year 1930 and to submit a report
thereon to the committee. This is the third report made under the
revenue act of 1928. The first report was submitted on June 8, 1929,
and covered the period June 1 to December 31, 1928. The second
report was made on June 20, 1930, and embraced the calendar year
1929.

A complete copy of the report for the calendar year 1930 is attached
hereto. Part I of this report contains a list of the names of all per-
sons to whom refunds or credits have been made and shows the
amounts paid or credited to each. The committee approves of this
list, which agrees with the records of the Treasury Department.

While it is not required by law, the committee deems it advisable
to also submit to the Congress Part II and Part LIl of the staft
report. These parts cover an analysis and general survey of over-
assessments, including a discussion of certain specific cases. The
committee does not specifically approve or disapprove of Part IT and
Part III of the report. The Treasury Department has prepared an
analysis of the overassessments reported to the joint committee and
this has been included as a supplement to Part 1I.

Respectfully, .
Wirris C. Hawwey, Chairman.
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LETTER OF SUBMITTAL

CongrEss oF THE UNITED STATES,
JoinTt CoMmITTEE ON INTERNAL REVENUE TAXATION,
Washington, March 3, 1931.
Hon. Wirris C. HawLey,
Chairman Joint Commattee on Internal Revenue Taxation,
Washington, D. C.

My Dear Cuairman: There is submitted hercwith a report on
refunds and credits of internal-revenue taxes in excess of $75,000, as
required by section 710 of the revenue act of 1928,

The report covers the calendar year 1930 and may be summarized
as follows:

1. The total overassessments, including interest, in excess of the
$75,000 limit, for the calendar year 1930 amount to $97,503,653.36.
This amount is somewhat larger than the amount for the previous
year on account of an exceptionally large refund to the United States
Steel Corporation and a large abatement to the Payne Whitney
estate. If these two cases are climinated, the trend of overassess-
ments appears to be downward.

2. Taken as a whole, the final determinations of the commissioner
in these cases have been carefully and accurately made, and are not

open to serious criticism. In disposing of a few of the old cases which
have been pending for years, some differences of opinion have inevi-
tably arisen, but the department has cooperated in every way by
making a review of all the issues raised.

Respectfully submitted.
L. H. Parkger, Chief of Stajf.
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REPORT ON REFUNDS AND CREDITS OF INTERNAL
REVENUE TAXES, 1930

FOREWORD

Refunds and credits of internal revenue taxes in excess of $75,000
have becn reported to the Joint Committee on Internal Revenue
Taxation by the commissioner since February 28, 1927, with the
exception of the period from April 25, 1928, to May 29, 1928. These
reports were first required under the first deficiency act, 1927.  (IL. R.
16462, Feb. 28, 1927, c. 226, 44 Stat. 1254.) This act contained the
following provision:

Refunding taxes illegally collected: Tor refunding taxes illegally collected
under the provisions of sections 3220 and 3689, Revised Statutes, as amended
by the revenue acts of 1918, 1921, 1924, and 1926, including the payment of
claims for the fiscal year 1928 and prior years, $175,000,000, to remain available
until June 30, 1928: Provided, That no part of this appropriation shall be avail-
able for paying any claim allowed in excess of $75,000 until after the expiration
of sixty days from the date upon which a report giving the name of the person
to whomn the refund is to be made, the amount of the refund, and a summary of
the facts and the decision of the Commissioner of Internal Revenue is sub-
mitted to the Joint Committee on Internal Revenue Taxation.

No reports were required in the first deficiency act, 1928 (Dec. 22,
1927, ¢. 5, 45 Stat. 30), or in the Treasury appropriation act of March
5, 1928 (c. 126, 45 Stat. 162). But the revenue act of 1928, in sec-
tion 710, specifically required the commissioner to make such
reports to the joint committee. Section 710 of the revenue act of
1928 rcads as follows:

See. 710. Refunds and credils to be referred to joint committee.—No refund or
credit of any income, war-profits, estate, or gift tax, in exeess of $75,000, shall he
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 eredit, and a summary
of the facts and the decision of the Commissioner of Internal Revenue is sub-
mitted 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 eredited or paid to
each.

As the revenue act of 1928 was not enacted until May 29, 1928,
and as the appropriation under the first deficiency act, 1927, became
exhausted on April 25, 1928, the commissioner did not report to the
joint committee any credits or refunds made during the period April
25, 1928, to May 29, 1928. The first report submitted to Congress
(H. Doec. 43, 71st Cong., 1st sess.) under the revenuc act of 1928
covered the 7-mounth period from May 29, 1928, to December 31,
1928. Ilowever, there was included in this report an analysis of the
refunds made during the 14-month period February 28, 1927, to April
24,1928, and reported to the committee pursuant to the first deficiency
act, 1927. The second report on refunds and credits was made by
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2 REFUXNDs AND CREDITS OF INTERNAL REVENUE TAXES, 1930

the joint committee to Congress on June 20, 1930. This report (H.
Doec. 478, 71st Cong., 2d sess.) covered all refunds and credits in excess
of $75,000 reported to the joint committee by the commissioner during
the calendar year 1929. The report now submitted constitutes the
third report and embraces the refunds and credits in excess of $75,000
reported by the commissioner to the committee during the calendar
year 1930.

There has been no change in the policy of the committee as to its
functions with respect to its examination of refunds and eredits since
the publication of the first report. In the first report the intent of
Congress in requiring such examination was 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 keptin mind during
the entire period during which refunds and eredits have been sub-
mitted to the committee. It has been recognized, however, that the
conminittee has no actual power of approval or disapproval of these
refund cases.

SUMMARY

This report 1s divided into three parts:

Part I consists of a list of refunds and credits in excess of $75,000
allowed in the calendar year 1930, which list is required to be reported
to the Congress under section 710 of the revenue act of 1928.

Part I contains an analysis of overassessments. This analysis
shows the total amounts of the overassessments and the prineipal
causes for their allowanece. There is also contained in Part II a
brief résumé of each case, alphabetically arranged. An analysis of
these overassessments has also been prepared by the 'Treasury
Department and is included as a supplement to Part II.

Part 111 consists of a general survey of the overassessment situa-
tion, including a discussion of certain specific cases.

The most important facts and conclusions presented in the report
are summarized as follows:

1. The total overassessments, including interest, allowed during
the calendar year 1930 in cases involving refunds and credits over
$75,000 amounted to $97,503,653.36. 'The rate of overassessment
was, therefore, $8,125,304 per month. This rate was 29 per cent
greater than the rate shown in the report for the calendar year 1929
but is 24 per cent less than the rate shown in the report for the 21-

month period from February, 1927, to December, 1928. The in- .

crease in the rate of overassessments for 1930 is more apparent than
real. In 1930, an estate tax assessed against the Payne Whitney
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estate was abated in an amount in excess of $16,000,000. This abate-
ment was granted pursuant to the 80 per cent credit allowed under
the Federal estate tax for estate and inheritance taxes paid to the
States, which taxes could not be ascertained at the time the Federal
estate tax return was made. The part of the tax abated was never
paid and was known not to have been due when it was assessed.

2. The true picture of the situation in 1930 may be shown by
comparing the monthly rates at which credits and refunds have been
made in that year with previous years. Credits and refunds directly
affect the revenue whereas abatements represent merely the elim-
ination of an incorrect charge on the books of the Government. For
the period from February, 1927, to December, 1928, the average
monthly rate at which taxes were refunded and credited amounted
to $6,945,717. For the calendar year 1929 this rate was $4,514,387,
and for the calendar year 1930 the rate was $4,571,011. Thus, the
rate for the calendar year 1929 decreased 35 per cent over the pre-
ceding period, while the rate for 1930 increased about 1 per cent over
that for 1929. A conclusion that refunds and credits for 1930 indicated
no downward trend is unwarranted due to the fact that in 1930 a
refund and credit in the amount of $21,098,382 was granted to the
United States Steel Corporation. This refund and credit represented
nearly 40 per cent of all refunds and credits allowed for the calendar
year 1930.

3. Cash refunds reported in excess of $75,000 amounted to only
$27,174,872 in 1930, in comparison with cash refunds of $38,203,522
in 1929. This shows a decrease in rate of about 29 per cent.

4. The principal causes of the 1930 overassessments are as follows:

Per cent
Estate tax_ . __ e 24
Invested capital .. _______ .. 15
Amortization_ . .___________________ . 14
Depreciation_ - _____________ L _______ 7

Of these causes, the first three are disproportionately large on
account of the abnormal allowances to the Payne Whitney estate and
the United States Steel Corporation already mentioned. In the
future it is probable that depreciation will constitute the most fre-
quent basis for refunds. The taxes for the excess-profits tax years
1917-1921, inclusive, are rapidly being settled. This is shown by the
following comparatlve table:

Per cent of total overassessment for the excess profils lax years

14-month period, Feb. 28, 1927-Apr. 24, 1928__ _ _______________________ 88
7-month period, May 29, 1928-Dec. 31, 1928 ___________________________ i
12-month period, Jan. 1, 1929-Dec. 31, 1929_ _ _ _ _______________________ 71
i2-month period, Jan. 1, 1930-Dec. 31, 1930___ . _______.____ 59

5. In the majority of cases the refunds and credits reported by the
commissioner have not been open to serious criticism. Differences of
opinion have, however, arisen in disposing of some of the excess-
profits tax cases which have long been pending. In such cases, the
points in controversy have been discussed and reviewed with the
department. During the calendar year 1930, 125 cases were reported
to the committee. Serious controversy arose in only nine of these
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cases, The cooperation of the department is shown by the following
facts with respect to the disposition of these nine cases:

Two cases were changed to conform with the views of the staff of the
committee.

Two cases were withheld pending further review.

Two cases were not changed as to the years in question but the
basis for future years was corrected.

Three cases were not changed in any respect.

The net result of the changes is a saving of approximately $400,000
in favor of the Government. This saving is less than one-half of
1 per cent of the total overassessments allowed, but is sufficient to
justify the expense of the committee examination, which amounts to
only 5 per cent of the savings effected.



ParT I

LIST OF CREDITS AND REFUNDS
OF OVER $75,000 EACH
FOR THE
CALENDAR YEAR 1930

(As required by Section 710, Revenue Act of 1928)

H. Doc. 223, 72-1—2
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