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134 mﬁ[-imss]zi?mné Rﬁmw “i‘gi%m"“’“d gnd‘di‘sposed of by Frocessing 216 OFricE .0F COMMISSIONER OF IN'gﬁ;iimﬁEgr%NUE
ax Section, fiscal year 1946 _ .. . ioco_a. e e mme—m U . - ; N YV E y
- 185. Claims Division: Civil cases received and disposed of by Procesai.ng o ‘ Washington, D. C.
7" "'Tax Bection during the fiscal year 1046, by number of cases and. , The honorable the SECRETARY oF TEE TREASURY. . -
L amounts involved_..._--_.. e emma i mmmm e 216 . . . > -
138, ‘Claims Division: Cases received and disposed of by Reorganization L Sir: I have the honor to submit the following report upon the work
O R etion, fiscal y8AT 1046 __ .. veeziooooceoooaoooooaseo 21607 T " of the Burean of Internal Revenue for the fiscal year ended June 30,
_-137. Claims Di‘:li?xifim mta obtallgzg in eases closed in Reorganization 217 1946: _ : _
Section ng year 1946 . o comoeamee-oommmeea :
., Claims Divia:lqn: }:iabil;i&y 132%01%‘1 in cases of Reorganization 217 St - o GENERAL -
Section pending-June 30, 1980 .-~ oo oo g o - . The Bureau of Internal Revenue is responsible for th
. Claims : C d disposed of by Bankru : : 0 u ponsible for the assessment
L ngevilg;ghi gﬁiﬁ‘” ﬁlggfl reis 19123?.-__?..,?___?;-__??}: 217 and collection of all taxes imposed by any law providing internal
) and D ? ¥y v . P i y y P A 4
140, Claims Division: Cases received and disposed of by Compromise revenue. It also has responsibilities under statutes which, while not )
- Bection, fiseal year 1946 - e 217 imposi tax hav y relation. to internal i ue. Th
‘ cmims_Dix:Iision:s (}.i?ggty involved in eases of Compromise Section . : in ufll;lgthe F?astieral .glc?)?lli)lle Al‘e a1 ‘?nmtionm Aﬁﬂ 2 ;eggﬂle-gm eic; ,
‘pendin une & e i M mmemdem e mA e wm e ————cmam ’ - dmmlﬁ - -y )
143, Clgfma Dgivisio'n: Results obtained in eases closed in Compromise - amended (27 U.8. C. and Suﬁ., 201-212); the Liquor Enforcement Act
- - Bection, fiscal year 1846, ... o oeopaciuoioLooo am w218 “of 1936 (49 Stat., 1928, 27 U. 8. C., 221-228); the Federal Firearms
. ]
Heview. Division: Number of ases received and disposed of during ’ - Act (52 Stat., 1250, 15 U. 8. C., 901-909); and the Stabilization Act
_ the fiscal year 1946 ... ---- e el of 1042 (56 Stat., 765), ss amended (50 U. 8. C., App. Sup., 961-971).

.. Internal revenue collections—The. following - table shows the- col-
lections by general sources of revenue for 1946 as compared with 1045:

r

144. Review Division: Public decigions, promulgated under Treasury -
- Decisions 4859, and 4588, during the fiscal year 1048, by montha. _ L

3L MISCHLLANEOUS STATISTIOS _
: oveeds of In rem actions, judgments

 Suinmary of internal revenue collections, fiscal years 1945 and 1946

e
cxyg - guits, fines and penalties imposed in eriminal : -
gosts, 88 fe};ﬁrted by clerks of United States courts "' ' Fiscal year Increase or decrease (-)

58); year ended June 30, 1046 __..... B JURE- ) Qenersl source i j
f the Internal Revenue Service, fiseal year ended Jung 30, 220 E . ' 1945 1946 Amount | Per cent
s of internal revenue stamps issued bo collegtors of internal Y : -
At J ) g 4 . Encome and s taxes:
. reve 9?16 and the Postmaster General during the fiscal years 1945 226 . W‘“’”ﬂ“’m g 10 31 35, 09,040, 14 sl 19
4B, Comof peiniing and binding for the Tnfernal Revonte Servics, facal - Wikinel oo miaies s g SRiRith| v | -dietan| =i0
" years 1945 and 1946 - oo cime o mmmnao Do e - 226 Eﬁfﬁﬁ% Bovonue Asts of 1040, u’::x-: '.7 91:139-7:: . 52:03 060 —-%.6
. . . o . - ' - y 1M, 4 L —dy 460 - -
. Unjust enrichment ... RN —— Y m’?;,ssz ' miukna -%191 -
~ Tatal......oeee S S 35, 061, 526,200 | 31, 258, 138, 152 | 3,808, 388,048 | —10.8
‘wpirits, tmported,. “ _saiom | -
Distilled girita,'domest 3%84,0’612 %g
D spirits, rectification tax 9,330, 146 2.7
, winea and liquors. . —82, 045, 947 —p.2 "
Bottle or‘container stampa 2,068, 843 17.1
‘Wines; ineluding 3,402, 207 .2
- Fermented malt lquors. . ....... 12, 117, 902 © LB
Special or occupational taxes. .. ... —-A7,705 | « =89
Total. : 216,298, 386 %.4

.
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N _ . .
Number of claims paid and the amount of refunds, payments, and repayments,

" Summary of intsrnal revenue collections; fiscal years 1945 and 1946—Continued inchuding tnisrest, during the fiscal yoars 1945 and 1946—Continued

Fiscal year - Increase or decrease {—) ) .
: Intorest sllowed (in-
General sourcs ) g - - ) Number of claims Amonné;%!il.gmed or cluded in amount
‘e .- . 1048 1946 . Amount Per cent ) Olass of tax refunded) '
‘ . - . : 1945 1946 1045 1046 1945 16
loyment tazes: - - .
o Uikl oo s Sanets | nmene | TpRE o
. Federal Unemployment Tax Act... =1, 744, P ;
‘ arriers’ taxes i 284,767,678 | 284,257,638 —499, 40 —0.2 Ret{;nd 0%};;1@?3;3:8@“;:011%
- - mployment taxes—Con, N .
o0 E———— 103 N W 4.4 Bloyment laxes Oon. nt ‘
B TARACh. ..oooooo._| 20,252 12,302 $4,383,800 $2,871,160( §162,314) 5167, 744
3113:,6'%"8,5:3-11 : ﬁgﬁ;ﬂ% 13:%1223%' s Totel employment taxes| 140,046] 132,754 7,666,602 7,279,348 301,734 525810
wed 522 | 1,166619,283 | 233,374,461 25.0 . = :
gg:al_o,uo 924, 870, 741 144), 160, 101 17.9 Miscellaneous  intarnal rev-
Retall exolse taxes_...._ .- 424,104; 925 492, 048; 069 67,041,144 | - 16,0 - enue taxes: . .
Miscellsneous taxes {(admissions, com- - . 16 7 1,642 3,719 43 178
munleations, oleomargarine, documen- : 968 819 764, 448 2, 714, 404/ 54,122 19, 945
stamps, motor vehicle stamps, - 1,568 1,418 5,031,653 7,037,330 794,324 971,778
. ot e S 1,406,008,678 | 1,67, 77,287 | 81,773,678 5.5 a8 | Lmeme  LaWTe e  edss
L ) 1,312 786| 1,405, 003 808,814 170,120 61, 680
T D U 4,640, 818,173 | 6,186,068,485 | 537,148,312 1.8 s & %"{ﬁ 2t é«ﬁ? s
QUG total. . -—oooooonnoroeene | 4,900, 387, 576 | 40,672,006, 98 |5 128,200,678 | 7.1 JBAL 08 grue sbm B
Refunds and repaymenis.—During the year refunds of tax collec- . 8,793  7180| 10,331,043( 14,153,134| 1,150.837 1,216,740 -
tions, together with interest, were made from the following appropria- Total refunds of in- - :
tions: : : . ternal revenue colloc-
10N8: -, o Amount, ineluding 0N oot 19, 446, 460(49, 878, 330] 808, 287, 175 3,021,847, 104| 38, 156, 852| 65, 361, 804,
o ' ) tnyerest A Repayments (not refund of taxes
. Refunding internal revenue collections, 1946 and prior years.__ . $3, 035, 291, 635 . erroneously collected): . )
Réfunds and payments of processing and. related taxzes, a9  zen| o
R T T T 3ol D NS s 585, 798 -

82 06 1, 546

g 934
1,847 5,085 2, 423,101
SEAIOPS. e e mam e 7,608 6,702 78,271

DG8L. oar oo uio s oenmmmmenonioeomnieooomnoeonnnn 3, 035, 877, 433
‘ is  summary of the refunds, showing the number of

oJdisris; the smeunts of refunds and repsyments allowed (includi - :
drawbacks snd stamp redemptions) a.ndp tl{;n amounts of interest p‘aﬁﬁ o] gy oione0us | o] 8,013 515880
thiereon; ‘with respect to each g"enemi class of tax during the fiscal year . - Total stamp re- . -
: - . ¢ demplions., .. ron. wassl 1,84 860,684 10,2130 w7 21

1646 as compared with the fiscal year 1945;

: Drawbacks: :
. ) . Aleohol ... ... 1,202 2.3080 8s7em|  s088621) e
Number of claims paid and the amount of ﬂifunds, payments, and repayments, - TODRLO0 - e mmecmmc e mmmem M 1'350, 000 144, B70| ..o C LTI
incuding interest, during the fiscal years 1946 and 1946 ) Total drawbacks. . ... ]’mal . 2,328 1,707,201 gm0 | E
. . ~ Total refunds and repay- | ‘ )
Interest allowed {in- 4, ;
. Namber of catms | Amomt ;ﬁﬁmded or te flowed (in . Tients of intemal revenus. |15, 45 126|4, 692, 561, 003, 565, 210/ 3, 035, 201, 635) 39, 282, 566 65, 688, 967
Olass of tax | retunded) : Refunds of processing and related m‘ I . w578 209,660 253
X 13 £ . 3 236,

_ 1045 1046 1945 106 | 1945 1946 Grand totsl._. ... 19, 459, m|49, 092, 667| 904, 235, 235 a.oaa,sw,~433| 86,402, m| 86, 125, 280
| - Refund of internal revenne collec- ' NorE.—~There was slso refunded during the fiscal year 1946 the amount of $1,048, with 1o nterest, from
" tions: . . Phillppine Trust Fund collections {coconut oil tax), covering 1 claim, and the amount of $315,180, with oo
i In 1‘%‘1‘3&"’“’* e 15, 220, 504 - " |ss0z, 162, 854 428, 774, 049 m&‘?ﬁgﬁomﬁufﬁtiggﬂolgTﬁ”:mmdm 1mth'°°1?ﬁ]tm“eti s of this Teport for the reason that th

o e e | 1y 220, BO4{ . ($B02, 162, 8547 .. . oeuewon (2B, T4, 040( SR, . res 10 3 03¢ er segtiohs of
g - : &irpnraﬂon__--. R L) S 44,664, 171 8,821, 776 wue e amounts shown in the latervgectlons relatev;o clalms disposed of by the Uuitsf?ﬁermrthig table &hov%s thg
T?ttgltaiggom and prof | o, 270 ﬁsm 525, 47| 848, 816, 825(82, 068, 330, 537] 34, 596, 724{954, 080, 733 ehsipermet s
1 T 19, 279, ), 9 ] y n . N L.

Aloobol teacs. ... o T el nem menen  mowom| mon| o om Additional tax assessed as a direct result of enforcement efforts.—
- . — During the fiscal year ended June 30, 1946, additional assessments
et tares: . ™ 5 . sasaml  Losssos  seom| 178 644 " against all classes of 4Yers a ated $1,280,218,000. This

Federal Insursnce C : 5 ! ' . : ' s ’
tributions Act-..._onel 120,68 19,737 Boonenl  asisml sl 1ss0m represents an incredse of $357,790,000, or 38.8 per cent, as compared
- with the $922,428,000- additional assessments made during the pre-




ceding fiscal year. Of the 1946 total of additional assessments,
$1,108,799,000, or 86.6 per cent, represents additional income and
profits taxes. This amount is 48.1 per cent more than the $748,430,000
additional assessments of income and profits taxes made during the
1945 fiscal year. A comparison of the additional assessments made
during the fiscal year ended June 30, 1946, with that of the fiscal year
ended June 30, 1945, for the four general classes of tax is shown below:

Additional assessments

[Tax, interest, and penalties, including duplicate and jeopardy assessments]

. Increase or
_ Fiscal year decrease (—)
General class of tax
1945 1946 Amount | Per cent

(Thousands of dollars)

Income and profits taxes_ . ... .. 748,430 | 1,108,799 360, 369 48,1
Aloohol taxenmme T __ 3,026 3,460 466 | —1L9
Employment taxes. . ..o oeooiaiamieemcommeas 23, 566 20,519 —3,047 —-12.9
Other miscellaneous taxes. .. - cammomioam e 146, 506 147,440 934 .6

8

Total. - e 922,428 | 1,280,218 357,790 38.

The 1946 increase in additional assessments was attributable
primarily to the program of vigorous enforcement. In addition to
the amount shown above, this program should be credited with sub-
stantial amounts of additional revenue declared voluntarily by tax-
payers in response to the publicized progress of the enforcement
drive. The public support of the enforcement program was wide-
spread and enthusiastic. The honest citizens approved strong
measures to insure that the small minority of dishonest taxpayers

- should not shift their tax burdens to the honest majority.

Beside the additional assessments which were obtained through
enforcement efforts during the fiscal year, the deputy collectors of
internal revenue served 1,516,835 warrants for distraint, which resulted
in the collection of $198,731,494.

Ezpansion of enforcement activities.—The broadening of the tax
base and the increases in rates of tax to meet wartime revenue needs
caused tremendous increases in the number of individual income
taxpayers and the amount of tax collected. As the tax burden
increased there was more and more inclination by the greedy and
dishonest to evade their taxes. Not only were there many who failed
to pay their own taxes in full but also a shockingly large number who
collected taxes from others on the Government’s behalf and appropri-
ated the funds for themselves as in the case of withholding and
employment taxes and taxes on admissions and dues. Early in 1945,
it became apparent that a more vigorous tax enforcement program
was needed to cope with the situation. The importance of increasing
the investigative personnel of the Bureau in order to carry out such a
program was recognized and arrangements were made at the beginning
of the fiscal year 1946 to recruit additional employees in sufficient
number to enable the Bureau to put the program into operation.

Personnel recruitment and training.— Recruitment of additional per-
sonnel necessary to prosecute the drive against tax evaders was com-

-
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. pleted in June 1946. This recruitment was carried on at a time

when thousands of capable young men were being released from the
armed forces. Hence, it was possible to obtain additional personnel
of high character and technical competency.

During the fiscal year ended June 30, 1946, there were 24,066
appointments and 14,187 separations in the field and departmental
service of the Bureau. The distribution of personnel at that date as
compared with June 30, 1945, was as follows:

Summary of personnel, Bureau of Internal Revenue, June 30, 1946, as compared
with June 30, 1946

Number on pay roll as of |

Increase or

June 30, June 30, decrease(—)
1945 1946

Branch of service

Departmental serviee_ ... 4,441 5,144 703
Field service: . -
Offices of collectors of internal revenue._.___.____ e eecammmnan 30, 945 35,062 4,117
Supervisors of accounts and colleetions.__ . ____. ... .. __ 69 79 10
Internal revenue agents’ forces: :
Income, profits, estate, and gift taxes_..___.__.._____________ 5,766 9,907 4,141
Miscellaneous and sales taxes...... - [ 71 75 4

Aleohol Tax Unit-

Offices of district supervisors__._ - - 4,528 4,967 439
Field inspection force........... - - 17 13 —4
Intelligence Unit." ... .. - - 465 1, 557 1,002
Technical Staff______.______ - 486 518 32
Offiee of the Chief Couns - 228 321 93
Salary Stabilization Unit 454 136 —318
Processing Division. R 2,344 1,914 —430
Total feld serviee ..o oo 45,373 54, 549 9,176
Grand total. ..o ceaaas 49,814 59, 693 9,879

During the fiscal year ended June 30, 1946, there was a net increase
of 8,175 in the investigative force of the Bureau. This increase is
comprised of 2,547 field deputies, 842 office auditors, 3,508 revenue
agents, 796 special agents, and 482 alcohol tax storekeeper-gaugers,
inspectors, and investigators. It was necessary for the new investiga-
tive employees to complete training courses before entering on regular
duties. As of June 30, 1946, practically all of the newly appointed
investigativeipersonnel had received traning and had been placed on
productive assignments.

Cost of admanistration.—The amount of $176,650,000 was appro-
‘priated for the fiscal year 1946 for salaries and expenses in connection
with the assessment and collection of internal revenue taxes and the
administration of internal revenue laws. The Bureau transferred the
sum of $740,000 to the Post Office Department for expenses in con-
nection with the sale of motor vehicle use stamps, and the expenditures
and obligations against the Bureau appropriation were $174,055,640,
leaving an unexpended balance of $1,854,360. The expenditures do
not include amounts expended for refunding taxes illegally or errone-
ously collected and for the redemption of stamps. The cost of col-
lecting $40,558,913,040 (excluding $113,183,958 collected by post
offices) during the year was $0.43 per $100, compared with $0.33 per
$100 for 1945.
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. Data on annual cost of administration, although of interest and
- value for certain purposes, can not be relied upon either as a guide to
the proper scale of agministrative activity or as a measure of relative
efficiency of operation from year to year. An annual ratio of cost to
collections is determined by many factors, most of which have no
relationship to these objectives. To Hllustrate, one such factor is the
nature of the tax system. . The higher the level of tax rates and the
more numerous the levies that are inherently economical to colleet
the lower will be the average cost ratio. Another factor is the. pre-
vailing level of salaries paid to Bureau personnel. A third factor is
the volume of essential services performed for taxpayers, such as
- computation of tax liability, and the volume of investigative activity
required with respect to refund claims, both of which have expanded
markedly during recen;gea.rs. _ . _ _
The impaet of tax administration on the national economy.—Tax
administration, considered apart from the nature of the tax system
and the weight of the tax burden, has become an important factor in
the operation of the country’s economic system. The administrative
practices and policies of the Bureau affect to some degree virtually
every business unit. The manner in which the Bureau handles its
manifold. statutory responsibilities is therefore directly a matter of
consequence with respect to national economic well-being. )
Individual business men and business concerns are°dependent in
many ways upon the cooperation of the Bureau to aid.them in the
lawful operation of their financial affairs. Such dependence is a
-. matter of law, and the Bureau policy is to assist taxpayers in every
feasible way. Some of these activiiies are known as ‘“service-

.. -investigation’ work, by which term.is meant the investigations that

the Bureau is vompelled to conduct in order to cooperate with and
7 ' payers. . Examples are the activities of storekeeper-
ol plants and distilleries, and those of revenue agents
: Ly colle¢tors dasigned to the examination of refund claims.
~Ihistillers can niot operate lawfully without the aid of storekeeper-
‘gaugers, Many taxpayers that have submitted refund claims must
‘ﬁaelay iinportant business decisions until final action on claims has been
taken. .
ain, the intricate provisions of wartime tax measures make the
final determination of tax liabilities for war years a lengthy and
difficult task. Nevertheless, it is incumbent on the Bureau to
cooperate fully with ayers in making such final determinations -
as_ promptly - as possible; prolonged uncertainty with respect
to the current finanecial status or the contingent tax liability of a
business will generally delay and hamper the formulation and executicn
of plans for its future operations. ' - T

P 3

he investigative agents of the Bureau have access to the offices,

the financial records, and sometimes even the homes of millions of °
taxpayers. - These contacts are necessary to the proper performarce
of official duties. The policy of the Bureau is to minimize annoyance
to taxpayers or disturbance of their affairs. Every reasonable effort
“is made to suit the eonvenience of. taxpayers with respect to time,
place, and manner of necessary investigations, Further, the greatest
possiiﬂe forbearance is shown, consistent with statutory requirements,
i the handling of genuine “hardship’” cases. A taxpayer who is in

A
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difficult straits, but who comes with clean hands and no thought of
tax evasion, can be assured of Bureau cooperation to the end that
his tex responmblhi_n_es may be met without crippling effects. :

IMPORTANT LEGISLATION ENACTED DURING THE FISCAL YEAR 1946
AFFECTING THE BUREAU OF INTERNAL REVENUE

Public Law 172 (Tax Adjustment Act of 1945), approved July 31,
1945, amends the Internal Revenue Code with a view to facilitating
reconversion by improving the cash position of businegs enterprises
and by relieving smaller businesses of some or all of tt e burdens of
excess profits tax. Section 2(a) amends section 710(b)(1) of the Code
so a8 to increase the specific exemption for excess profits tax purposes
from $10,000 to $25,000, effective for taxable years beginning after
December 31, 1945; a pro rate portion of the exemption is provided
for corporations with taxable years beginning in 1945 and ending in~
1946. Section 3 amends section 780(a) of the Code so as to limit the
gostwar credit, and credit for debt retirement to taxable years beginning

efore January 1, 1944; amends section 781(c) of the gode to provide
that for the taxable years beginnhing before January 1, 1944, the post-
wat credit attributable to payment of the excess profits tax or a
deficiency on or after July 1, 1945, shall be paid in cash; adds a new

.sectioni 784 to the Code to provide a 10 per cent credit against the

excess profits tax for taxable years beginning after December 31, 1943 ;
and amends section 780(c) of the Code to provide that the bonds which
had been issued for taxable years beginning prior to January 1, 1944,
shall be payable at the option of the owner on or after J anuary 1, 1946.
Section'd adds to the Internal Revenue Code three new sections, 3779,
3780, and 3781, which provide for an extension of time for the payment
of taxes by corporations expecting net operafing loss carry-backs or
unused excess profits credit earry-backs and for the speed-upof refunds
resulting from such carry-backs. Section 3779 provides for the defer-
ment by a corporation of current tax payments on the basis of antici-
pated net operating losses or unused excess profits credits for taxable

ears ending on or after September 30, 1945. Section 3780 provides
or the prompt payment of refinds attributable to a carry-back after
the net operating loss or unused excess profits credit has occurred.

“Section 3781 grants the Commissioner authority to promulgate regu-

lations, with the approval of the Secretary, to carry out, in the case of
corporations filing consolidated returns, the provisions relating to

. extensions of time for the payment of taxes, tentative carry-back

adjustments, and tentative adjustments with respect to amortization
deductions. Sections 5 and 6 provide for certain technical amend-
ments of the Internal Revenue Code which are designed to aid in
administering the law relating to carry-backs and in carrying out the
purpose of section 4. Section 7 amends seciion 124 of the Code so

+ a8 to provide for the speed-up of refunds resulting from the recompu-
- tation of deductions for amortization of emergency facilities.

Public Law 177, approved August 11, 1945, amends sections 2720(a)

“and 3260(a) of the Internal Revenue Code 50 as to reduce the tax on

the transfer of certain nonautomatic, single-barreled guns (having a

. barrel 12 inches or more in length and designed to be held in one hand .
- when fired) from $200 to $1 on each transfer and so as to reduce the

T20047—47-——2
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o oécupls/tionﬁ.l tax with respect to such weapons from $500 to $25 per

. per year in the case of dealers. - .

* P pliblic Law 180, approved August.11, 1945, amends section 2400 of
the Internal Revenue Code so as to exempt from the tax on jewelry
mechanical pencils having as essential parts precious metals which are
not used for ornamental purposes. : L

Public Law 201, approved October 23, 1945, amends sections 1426,
1606, and 1607 of the Internsl Revenue Code and section 209 of the

. Bonneville Power Administrator in connection with construction work
or the operation and maintenance of electrical facilities who are now

5, -~ ployees who' are not under the Civil Service Retirement Act and who
o “Eave no retirement protection, (3) make the unemployment compen-
' sation tax provisions of the Internal Revenue Code applicable to all
laborers, mechanics, and workmen employed by the Bonneville

_ operation and maintenance of electrical facilities, and (4) grant the
States permission to extend their unemployment compensation gets

inel these employees. . , _
wﬁb‘ﬁgeLaw 210, Epgroved November 5, 1945, adds to the Internal

ture or damaged grain simultaneously with, or alternately with, the
production of alcobol until July 1, 19046, - ‘ :
ublic. Law 214 (Revenue Act of 1945), approved November 8, 1045,

nands she Internal Revenue Code 80 as to provide for tax reductions.

r hoth individudds snd éorporations. ‘The income tax amend-

' mers): applicable - to taxable -years beginning after

P45, Sact?h&l@l reduces the 3 per cent normal income

..on individuals by 5. per.cent;. reduces the surtax rate in ésch

urtax bracket by 3. percentege points; further reduees the surtax

- rates; and reduces the over-all limitations on indit;idu_al income
taxes from 90 per cent to 85% per cent of the taxpayer’s net income.

tredits for a spouse and dependents sh e allowed for the purpose.

the application of credits for spouse and dependents.. Section 103

the table, under which taxpayers with an adjusted gross income of less
than $5,000 ma-yconiput?a?ixe{rr tax, to the rates and credits provided in

source on wages to the rates and credits pr‘qvided in sections 101 to
108, inclusive; the amendments of the withholding provisions are
applicable only with respect to wages paid on or after January 1, 1946.
" -Section 121 reduces the corporation surtax rate on surtax net incomes

~inpomes over $50,000 from 16 per cent to 14 per cent; and _6n surtax

year in the ease of manufacturers and importers and frem $200 to $1

" Social Security Act so as to (1) leave under the Civil Service -Rgtira-_j
mexlxt Act allylaborers, mechanics, and workmen- émployed by the

under that Act, (2) extend social security_protection to all such em-

Power Administrator in connection with construction work or the '

Revenue Code a new section 3126 which permits industrial alcohel = = . 3
plants to produce sugaxrs and sirups from potatoes and from high mois- -

by .5 per cent of the amount computed under the reduced surtax -

Section 102 in effect provides that the l"tiaixll)mgmr’s exemption and the .

both the normal tax and the surtax; and makes certain-technical -
g.fnendman%s l?o conform the Internal Revenue Code to such changein

amends section 400 of the Internal Revenue Code so as to ‘conform.
sections 101 and 102. Section 104 amends section 1622 of the Code -
_sp as to conform the rates to be applied in the withholding of tax at

_niot over $25,000 from 10-per cent to 6 per cent, and on surtax net

P

$1,600 plus 22 per cent of the amount of surtax net incomre over
_$25,000. -Section 122 makes Subchapter E of Chal.pter 2 of the Code,
which impoees the excess profits tax, inapplicable to taxable years
" -beginning after December 31, 1945; provides for the carry-back of an
unused excess profits credit for a taxable year beginning in 1946 and
ending in 1947; and makes provision for the application of carry-backs
from taxable years beginning after December 31, 1945, in the case
of affiliated groups of corporations. Section 131 provides for: the
determination of the income tax of individuals and the income and

taxpayer begins in 1945 and ends in 1946. Section 141 provides for

eginning after December 31, 1940, and received prior to the termina-
- tion of the war as?)roda.imed biy the President. Section 142 provides

that in the case of personnel of the armed forces that portion of the
‘tax for taxable years beginning after December 31, 1939, and before
January 1, 1947, which is attributable to service pay; and that portion
* -of the tax for taxable years beginning after December 31, 1939, and
before Jenuary 1, 1942, which is attributable to pre-service earned

. “périod, without interest, in 12 equal quarter-annual installments.

‘regular component of the Army, Navy, Marine Corps, or Coast
Guard are entitled to the benefits of section 142 only for such of these
* taxable years for which payment of the tax may be deferred by rea-
- son of service on sea duty or.outside the continental United S);.a.tes.
Section 151 amends section 3777(c) of the Code so as to provide

a tentative adjustment with respect to a deduction for the amortiza-

tion of an emergency facility need not be reported to the Joint Com-

“mittee on Internal Revenue Tazation prior to the allowing or malcin§

- of such credit or refund. Section 152 amends paragraphs (9) and (10

* of section 22(b) of the Code, relating to the exclusion from gross
income of income resulting from the discharge of indebtedness, so as

to extend such provisions to taxable years beginning after December

8(c) of the Government Losses in Shipment A¢t so as to confer au-
- “thority for the issuance of new certificates to replace lost, stolen, or
- destroyed bonds issued under section 780 of the Internal Revenue
_Code, relating to the postwar refund of excess.profits tax. Section
~ 201 repesls Chapter 6 of the Code, imposing the capital stock tax,
- effective with re:lgect to taxable years ending after June 30, 1945.
Section 202 repeais Subchapter B of Chapter 2 of the Code, imposing
the.declared value excess-profits tax, effective with respect to income-
tax taxable years ending after June 30, 1946. Section 203 amends

declared value excess-profits tax limiting the rate of tax with respect
to war loss recoveries occurring during mncome-tax taxable years end-

tax rate. Section 301 repeals Chapter 33A of the Code, imposing a
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net incomes over $25,000 but not over $50,000, reduces the surtax to

excess profits taxes of corporations’ where the taxable year of the

the exclusion from gross income of the entire service pay of enlisted
. Bersonnel of the armed forces of the United States for taxable years

income, may, upon application by the taxpayer, be paid over a 3-year

ommissioned officers (or commissioned warrant officers) of the

that credits and refunds sllowed in connection with an application for:

31, 1945, and prior to Jahuary 1, 1947. Section 153 amends section

section 600 of the Code so as to provide in effect an alternative

_ ing after June 30, 1945, and before July 1, 1948, to the capital stock -
. tax on the use of motor vehicles and boats, effective with respect to -
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the period after June 30, 1946. Section 302 adds four new section.s,' |

1656, 1657, 1658, and 1659, to Subchapter A of Chapter 9 of the Code,
relating to war taxes and war tax rates. Section 1656 provides in re-

gpect of floor stocks of distilled spirits, perfumes containing distilled =

spirits, wines, cordials, and fermented malt liquors tax ga._i_d-at_the War
tax rate and held for sale or for use in the manufacture of any article for
sale, on the date the rate is reduced to that theretofore in effect for a
credit or refund of the difference between the tex so paid and the tax
which would have been paid if the war tax rate had not been appli-
cable. Eligibility for such credit or refund is subject to the limita-
tions: (1) That the claimant shall keep and file such records as may
be prescribed; and (2) that the price at which each kind of article is
sold for a specified period after the tax reduction date shall reflect
the amount of the tax reduction. Section 1657 makes simijlar pro-
vision in the case of electric light bulbs. Section 1658 provides in
effect that the war tax rates shall be inapplicable to payments made
for telegraph, telephone, radio, and cable gervices pursuant to bills
rendered on or after the rate reduction date for which no previous bill
was rendered, except that the war tax rates shall apply to services
rendered more than two months before such date. Section 1659
defines the term “rate reduction date,” used in other sections of Sub-
chapter A of Chapter 9, as amended, to mean the first day of the first

_ month which begins six months or more after the date of the terminas

tion of hostilities in the war. Section 303 amends section 307(c) of
the Revenue Act of 1943 by striking out the last sentence thereof, and
thus continues the power of the Secre of the Treasury to authorize
Government exemption from certain excise taxes, Under the sentence

stricken by section 303 the authority of the Secretary does not extend

o any contract entered into on or alter the first day of the first month

© .+ 'which begin six months or more after the date of the termination of
" ostilities in the war. Section 401

. imposed by the Federsl Insurance Contributions Act (Subchapter A of

"~ Chapter 9 of the Code). The rate of the income tax on employees im-

" posed by section 1400 of the Code and the rate of the excise tax on

ostpones the increase in the taxes

employers of one or more employees imposed by section 1410 of the
‘Code would, except for this amendment, be each automatically. in-
creased from 1 per cent to 2% per cent on January 1,1946. In the case
of each such tax, section 401 provides that the 1 per cent rate shall
remain in force tinoughout the calendar year 1946, and that the 2}

er cent rate shall be applicable with respect to wages - paid and re-
o 8

ceived during the calendar years 1947 and 1948. ) ,
Public Law 215, approved November 8, 1945, provides for the
covering into the treas

Tncluded m such funds are the proceeds of the excise taxes imposed by
seetion 2470 of the Internal Revenue Code, relating to the first domes-
tic processing of coconut and certain other vegetable oils. '
Public Law 291, approved December 29, 1945, amends the Internal
Revenue Code (sections 116 (c) and (h)(1), 1426(b), 1607(c), 1621(a)
(5), 3466 (a), 3469 (f) (1), 3475(b)(1), and 3797 (a)) s0 as to exempt cer-

- tain international organizations  (as defined by the Act) and their officers

and employees who are not citizens of the United States from Federal

income taxes, social security taxes, communication taxes, and taxes

of the Philippines certain Philippine funds.
held in separate or special funds in the Treasury of the United States. .
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_on the transportation of persons and propertf, and to exémpt such
old.

organizetions from the requirement to withhold tax at the source on
wages paid to its employees regardless of citizenship. -Public Law 291
also extends the time for filing claims for credit or refund based upon

- overpayments resulting from the taxpayer’s failure to take as deduc-

tion war losses described in seetion 127 of the Internal Revenue Code

"~ .and makes technical amendments to certain provisions of the Code

relating to the time for filing petitions with Th
Unlzi'tebl_Stﬂtes. , g pe § Tax Court of the
- Public Law 320, approved March 8, 1946, amends Chapter 23 (nar-
cotics) and Chapter 27 (occupational taxes) of the Inter:lpiafl3 Revsanue
Code so0-as to include among the narcotic drugs taxable and otherwise
controlled under the Code any opiate which is found by the Secretary
of the Treasury, and proclaimed by the President to have been so
found, to have sn. addiction-forming or addiction-sustaining Liability
similar to morphine or cocaine; and so a8 to permit producers of fiber
or fiber products to secure supplies of the plant Cannabis sativa L.,

" from which marihuana is produced, without payment of the tax on

tht:‘i? trl?II;Sfir of marihuana. ™
‘Public Law 321, approved March 8, 1946, provides for certain tax
adjustments in détermining the ad'us;men‘i’; under such Act of the

~ price of war built vessels purchased from the Uvited States Mari-

time Commission, , S
Public Laxiv 13:3’7l,tapprqved April 30, 1946, contains a number of
rovisions relating to excise taxes necessitated by the fact that as of -
guly 4, 1946, thegPhﬂlppme Islands ceased to be & possession of the
United States and became an independent country. Part 3 of Title

- -II provides for nondiscriminatory excise tax treatment of articles

imported from the Philippines, for exemption from exzcise taxes of
Manile fiber and articles ]i)mported for official use of tbe Philippir(:l)e -
Government, and that no export tax shall be levied on articles ex-
ported to the Philippines. Section 403(d) provides for the continue-
tion of the 2-—cent—pe_r—%ound processing tax rate preference accorded
Philippine coconut oil by section 2470 of tbe Code, which imposes &

 tax on the processing of coconut oil. Section 505 ameéhds section
2470(a)(2) of the Code to specify certain conditions under which

such 2-ceut preference may be discontinued. Certain of the excise
tax provisions of the Code, applicable to- the Philippines while a pos-
session, are not necessary after independence mor consistent with
such status, and sections 506 and 507 of the Act amend or repeal
such provisions. The sections of the Code affected are sections 2476,
2800 a)(4), 3340, 3341, 3342, and 3343. Section 513 amends the
Act of March 2, 1917 (39 Stat., 951), to insure that the provisions of
the Philippine Trade Act respecting discriminatory excise tax treat-
ment are applicable to Philippine products imported into Puerte Rico.
Public Law 393, approved May 29, 1946, amends sections 403(d) (3)
and 452 (c) of the Revenue Act of 1942 50 as to extend to July 1, 1947,
the period witbin which certain powers of appointment may be re-
leased free of estate or gift tax. S E
Public Law 427, approved June 24, 1946, amends section 2325 of

_the Internal Revenue Code so as to provide for the establishment
_ and maintenance of continuous inspection of all qualified establish-

ments which manufacture process or renovated butter, Provision is
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* ~made for the inspection of all raw materials entering into the manu- Field deputy collectors of internal revenue served 1,516,835 warrants

: ‘or renovated butter, for the inspection and labeling . - - for distraint, which resulted in the collection of $198,731,404. An aver-
iEfCtt'lll)? ?ifu irl?:gss ﬁ?ﬁ, for sanitary control over ‘ma;nufactunng_ . age of 10,658 ﬂgpgty.cqllecto!s made a total of 4,517,259 revenue-pro-
plants, and for ghe adoption of regulations governing the sale and ducing investigations, including the serving of warrants for distraint,
manufscture of the product. Authority is provided for the denatur- -~ 3 .. compared with 4,009,421 reve.que-]froduclpg investigations made by
ing or destruction of i ients unfit for use in the manufacture of o _an average of 9,193 field deputy collectors in the Preceding year. The
T obis or ronovat edmglbutedlter\ and of the finisbed product whick is . - total amount collected and reported for assessment by deputy collec-
unfit for buman consumption. Public Law 427 also amends section . - . tors was $460,662,049, compared with $376,051,570 in the provious °

; 2326(c) of the Internal Revenue Code by increasing from $500 to - - . Jear. The average number of investigations made per deputy and
3 . $1.000 the imum fine which may be imposed on conviction for & . - ] . .. the average amount of tax collected and reported for assessment were -
2 Fiolation of section 2325 of the Code, - Public Law 427 slso ropesls .1 424 and 544,067, respectively, compared with 432 and $40,906,
;- subsections (b) and (c} of section 2327 of the Code, which made _ =~ - Tespectively, in 1045. There were 713,338 warrants for distraint i
certain meat inspection laws applicable to process or renovated butter. i . custody of the collectors’ field forces on June 30, 1946, as compared
" " Public Law 437, approved June 2 194, amends section 3126 of . - With 527,506 on hand June 30, 1945, . T
the Internal Revenue Code (as added by Public Law 210, approved = - "7 - The supervisors of accounts and collections submitted 85 reports
November 5, 1945) by extending to February 1, 1947, the period for . - S covering their examination of the accounts of collectors of internal
' the emergency production of sugars and sirups in industrial alcohol 5 - Tevenue d the year, compared with 90 reﬁorts submitted during
e, Y pros _ o the year ende June 30, 1945, ‘Seven new collectors and two acting
. Public Law 548, approved July 25, 1946, amends the Stabilization = - : ~ collectors were installed by the supervisors during the fiscal year.
. Act of 1942, as amended, to-extend to June 30, 1947, the provisions . { The Processing Division in New York City was eng::lged in assem-
of the wage ‘and salary stabilization program'’ - ' Co bling and sorting the documents evidencing withholdi g Or prepay-
! ‘ . - o ; -ment_of income tax, associating and comparing them with annusal
. .~ ACCOUNTS AND COLLECTIONS UNIT = . e - -returns filed by individuals; and, in connection with overpayment
Thé Accounts and Collections Unit is the central administrative - .~ Teturns filed in’ eight collection distriets, prepared refund schedules
organization for the 64 internal revenue collection districts and makes E ~ for certification by the collectors concerned. During the fiscal year,
the administrative audit of all expenditures for tho Internal Revenue ~ :pprqmmately 160,000,000 documents of all kinds were received and
Serv-icel ) . - . - '] hd ,,‘ ) -‘ V are m mcim. - - - .' . : . ) . )
There were 81,447,923 tax returns filed in collectors’ offices during . i The Planning Division was engaged in drafting procedural justruc-
_ the fiscal-year 1946, as compared with 83,828,115 returns filed during 3 -+ tions in the form of m.t;neogr:nﬁs, circulars, a.nrll%ip;eneral letters for-
" the previous year. Of the total returns ﬁied, 64,180,952 were income - L offices of collectors of mterna! revenue. The principal operations
" tax and excess profits tax returns and declarations; as compared with =~ - dealt with were the OFBdltmtﬁ and refunding of overpayments disclosed
- 67,483,182 in the previous year. = - . : ' T . bB ncome tax returns and the subsequent verification and audit of the
%A total of 19;451,286,218 revenue stamps, valued at $4,252,548,712, retyrns, - - . L )
was -issued to collectors of internal revenue and. to the Postmaster S As aresult of the improvements in Procedures, refunds were sched-
General, campared with 15,723,304,750 stampe, valued at $3,844,- - - S ~ uled earlier, despite an incresse of more than 334 per cent in the
488,631, issued during 1945. S Co S e - number of refunds, and & very substantial saving was affected in
Hevenue stamps returned by collectors of internal revenue and by 3 _mt.eresiéﬁpqad; the audit of income tax returns was accomplished in a =
the Postmaster General, and credited to their accounts, amounted to = - § .~ Inore efficient and profitable manner; and the statements of income
" $675,239,885. There were 58 applications allowed for regtag‘fmg . - 4 tex due were prepared and forwarded to taxpayers at an earlier date.
ackages from which the original stamps had been lost, mutilated, or = - 4.~ In MImm% the persounel of the several collection districts,
gestroyed, compared with 116 applications in the pregedmf year. . 4 * the provisions of the Classification ‘Aot of 1923 and amendatory acts,
< ™D the year, 552,056 income tax, 69,075 withholding tax, N - and decisions of the Comptroller General relating thereto, have been
- 171,2'11911138 miscellaneous tex, and 169,496 employment tax returns were g« - closely adhered to. The policy has been contintied of making such

“investigated by field deputy collectors. At the close of busihess June . ‘S - appointments a5 have been a orized in the field collection service at
30, 194%, there were 0““““1{@3-“1. the 64 collection districts, for field . 3 tho myumum sdm{ rate of the appropriate g ade, and all applications
" investigation, 248,124 income tax returns, compared with 120,212 for positions bave been cuef%nsf scrutinized and investigated with a
as of June 30, 1945. o o ) - view of maintaining the usual high standard of requirement for

~ Collectors of internal revenue, after having taken the necessary employment. a o :C
administrative action, transmitted to the Bureau or otherwise dis- - | ¥ The Disbursement Accounting Division admjnistratively examined
“ posed of 946,290 claims, 8s compared with 1,150,630 claims i 1945, . g~ . and recorded 1,557 monthly aceounts of the collectors of l-n‘tnm“,n ol
a decrease of 204,340. The number of claims on hand in collectors’ - 3 revenue, internal revenus agents in charge, district supervisors, and
. offices at the end of the fiscal year was 95,375, compared with 82,015 .. R 3 _heads of Technical Staff divisions, incl ing the San Juan (P. R.)
at the close of the previous fiscal year. o DR i~ branch of the district of Maryland, comprising a total of 189,438
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. In addition, 10,293 travel expense vouchers of employees
';ggcggf;% vouchers covering passenger and freight transportation
and miscellaneous expenses were audited and passed to the chief dis-
bursing officer, Treasury Department, or to the General Accounting
Office for peyment, making a.total of 225,018 vouchers handled during
: 046 fiscal.year. =~ = - . )
th%i:tder date o)fr March 25, 1946, the employment tax activities, which
. formerly were administered by theé Accounts and Collections- Unit,
* were established as a separate unmit entitled E_}mpldyment_Ta,x Unit.
The duties performed by that Unit are shown in the following section.

EMPLOYMENT TAX UNIT _

mployment Tax Unit was created on March 25, 1946, Prior
thgr"};t?oEthg Woyrk of such Unit was under the Accounts and Collections
Unit. The Unit administers the employment taxes imposed under
Chapter 9 of the Internal Revenue Code, the-ta.xes_under Subchapter
A (Federa]l Insurance Contributions Act) being with respect to em-
ployment by others than carriers, Subchapter B with respect to em-
ployment by carriers, and Subchapter (Federal Unemployment
Tax Act) with respect to the tax on employers.of e ht or more. These
provisions of law were formerly Title$ VIII and IX of the Social Se-
curity Act and the Carriers Taxing Act of 1937. ‘
Cg{lections of employment taxes for the fiscal year 1946 were
$1,700,827,675, & decrease of $78,349,737 compared with collections
e preceding year, ) ‘ ‘
forAt.:;eslgmmts o§ ye:mp!,oyn'i,rmi,‘ tazes.—During the year, 4,441 asgoss-
ment, lists, consisting of 8,725,541 items totaling $1,567,226,862;.a -
decrease of $181,702,419 over the previous year, were approved by the
Commissioner. These lists included original and additional -assess-
ments of taxes under Chapter 9 of the Internal Revenue Cod,e. In-
.cluded in this total were 1,841 lists prepared by the collectors’ offices
and ‘adjusted by the Bureau, consist

28,848 items totaling $4,165,544, as ‘further_apalyzed In the following
_ tabulations: :

Anafyst's of employment tax assessments appearing on collectors’ lists

! Source : Ttems - | Tax and penalty | Interest Total
Insur, ; Act. ... 8, 221, 565 § $1, 128,780, 036. 80 $415, 464. 19 $1; 120, 215, 480. 69
g'ggggll Unsm%l?ygg‘g‘g*:xﬁg%:. ..c.._ ceeo| 444,80 168, 8§5,44& 19| 281, £9 ?; ;{7503, 5873, ']?022. ﬂ')
GRS LAREE ottt meosomeooonioonl 30,404 | 263,674,160.48 |  4,061.62 , 670, '
Tatal e meemnmcamene-.| 8,096,683 | 1, 562, 339, 642 47 | .721,675.00 1, 563, 061, 317. 56 . -

Analysis of employment tax assessmenis appearing on Commissioner’'s li‘st}

Source ".| Ttems Tax Fenslty |- Imterest Total - -

! - .
' 74, 07,77 | 966, 141 40| $798, 55018
Federal Insurance Coniributions Act. .. 8,074 | $657,910,01 | §74, L S 1o
®  Foteral Unomployment Tax Act.._.——-| 260, 2040 | IV 0T e | s e e
Total T e e e, 541, 720,08 | 286,104 38 | 238, 7819 | 4, 165, 544.10

“of 8,606,698 items ‘totaling
$1,563,061,318, and 2,600 lists prepared in the Bureau, consisting of "

.
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Tares under the Federal Insurance Contributions Act.— Collections of
taxesimposed under the Federal Insurance Contributions Act amounted
to $1,237,825,431 for the year, as compared with $1,307,931,218 for
1945, a decrease of $70,105,787. These amounts include both the

. -employees’ tax and the employers’ tax, each of which was imposed at

the rate of I per cent of taxable wages paid. Returns under the Act

" are Tequired on a quarterly bagis, 8,906,198 being filed during the

fiscal year, as compared with 8,365,375 filed in the preceding year.
The complete and final audit of returns under the Act is conducted

“in the offices of collectors of internal revenue.

The following table sets forth information relative to claims dis-
posed of under the Federal Insurancg Contributions Act and/or Title -

_ VIII of the Social SBecurity Act: i
" Claims under the Federal Insurance Comiributions Act andfor Title VIII of the

Soctal Securily Aet, except special refunds under section 1401(d) of the former
Act, recetved and disposed of during the fiscal year 1946

Claims: . Number
Pending at beginning of year__________________._ A, 8, 645
Filed during year (new claims) . ______ . _______.__.__. 12, 272
Received from other sourees. ... .. e _ 220

Total 4o be disposed of — -~ . .-__. R 16, 137
Allowed in fullorIn part_ ... ... 10, 517

. Rejected. - o cv e e m e 1, 739
. Caneeled...._._... o me e v RO 198
- Total disposed of__________. __________________________ 12, 454
Pending at end of YeaT- - - o oo e 3, 683
Certificates of allowance issued when no claimg were filed...... 758

Overagsessments settled by: Amount
Abatement_____ __________._____ e ——— $1, 010, 4138. 40
Credit......... e m——————— e e e e 2 46, 379. 05
Refund______ e e e 2 1, 226, 982, 95

CTotal ..o e e 2, 283, 775. 40
©F TOOIHb - e e e towo. 202,008 42
* Grand total, ... . . 2, 484, 783. 82

Norr.—Theamount involved in claims filed during the ysar 1046 was $4,325,216. Included in the allowed
alaims shown In the shove tahnlation were 3,627 collectors’ claims for abatement, of which 239 were multiple-
item claims involving 2,706 itsms. Thers were also allowed 1,133 collectors’ recommending refund

Soof 56%.%85 plus interest of $1,235. The amount involved in the clalms rejected during the year totaled

-Special fefwnds.—Under the provisions of section 1401(d) of the
Federal Insurance Contributions Act, effective with the calendar
year 1940, an employee performing services for more than one em-

* ployer during a calendar year may ohtain a refund of the amount of

employee’s tax deducted from his wages and paid to the collector
which, is in excess of the tax on the first $3,000 of such wages. To
obtain such a refund the employee must file 2 claim after the calendar

" year in which the services were performed and within two years after

the calendar year in which the wages involved are paid. -
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trons Act, received and disposed of during the fiscal year 1948 =

Claims: , Number _
Pending at beginning of year .. ... s -21, 080 3
. Filed during year (new ¢laims) . oo oo 122,300 . |
- . Received from other sourees.._ ... - .. ... o cmmm—————— - -196 -
Total to be disposed Of .~ = _oooomenmoommeeae [, 143, 576
Allowed in full OF 0 PATb o - - oo oo m e mmm e mmmmn 114, 752
- Rejected__ _ . inlimmam——— e e m——— ;. 220
Canceled__ . _._.__ B T P _ 311.
Total disposed of - - - e e mm e 116, 283 -
Pending at end of year-__‘__-_;_;_..- ___________________ mm—— - 27,293

Nore.—The amount involved In claims filed during the was $1,064,722. In connection with the
dlaima eilowsq, 35,030,650 w88 recommended for refand, and the smount fvoived in the olalms refected was
676 o ' . :

Offers in compromise—On July 1, 1945, there were on hand 268
. offers in compromise, aggregating $177,863, which had been sub-

mitted In setti)ement of an egate liability of $231,763, incurred
under Title VIII of the Social Security Act and/or the Federal Insur-
snce Contributions Act. There were 432 offers received, in the total

amount of $117,061, involving an aggregate liability of $582,635; C

301 offers in the amount of $123,904 were accepted in settlement of
linbility of $424,590; 129 offers, amounting to $42,279 and involving
liability of $228,419, were rejected; 7 offers, totaling $10,250, for
liability of $19,084 were withdrawn; and 4 offers, axnounting to $2,713,

payable on the installment basis, covering liability of $19,078, were -

terminated by default, leaving on hand at the close of the year 259

offers, totaling $116,678 and involving liability of $123,247. _
Ooordination with the Social Security Board—The Bureau and the

Social Security Board continued to coordinate their decisions on ques-

tions -involvi%g eJ)rovisiml.s common to Title IT of the Social Security = =~ 3

Act and the Federal Insurance Contributions Act. At the beginning
- of the fiscal year, 33 inquiries from the Board relatmgS to such pro-
visions were pending before the Bureau. During the fiscal year, 377.

similar inquiries were received from the Board, and 344 were disposed -
".of, leaving 66 pending at the close of tbe fiscal year. Copies of 490"
opinions of the General Counsel of the Federal Security Agency were -

‘furnished to thé Bureau, and copies of 12 opinions of, or rulings a

N .. o gro'ved by, the Chief Counsel for the Bureau were transmitted to FEB: o

ederal Security Agency.

Taz under the Federal Unemployment Tax Acf.—Theftax under the = -

* Federal Unemployment Tax Act is imposed on elr}glqye_rs- of eight er
more. The rate1s 3 per cent on taxable wages paid during 1945 with
'~ respect to employment. Colléctions. amounted to” $178,744,606 as

compared with $186,488,617 for the fiscal year 1945, a decrease. of
- $7,744,011. Returns on Form 940 are required on an annual basis, . - ;
-, 401,629 beinghﬁled during the fiscal year, ag compared with 395,651 -

" filed during
- The. return for each . _ 2 !
* the close of the year unless an extension pf time for filing is gran

] precedinﬁ fiscal year.
c

A taxpayer is entitled to a credit against the tax iinposed_bg t.:]:: .

Act for contributions paid into unemployment funds under a

Claims for ip_eeiai refund, under wdwn 1401'(41) of the Federal I neurance Coniribu- 4 . oS

endar year is due _6n.'Janua'.ry 31 fo]]owtﬁ i
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.-unemployigznt comﬁensation law which is a?prcwed and certified by

i curity Board to the Secretary of the Treasury. For the
calendar year 1945 unemployrent compensation laws of the 48 States,
the District of Columbia, and the Territories of Alaska and Hawaii-
were 80 approved and certified. The maximium credit allowable is -
‘80 per cent of the tax and, with certain exceptions, to be allowable to
that extent the contributions must he paid into the State fynds on or
before the date the Federal return is requised to be filed. Contribu-~

_ tions paid after that date are allowable as a credit against the tax, but
credit with respect to such contributions is limited to 90 per cent of

the amount which would have been allowable had such contributions -

been paid on or before the due date of the Federal return.
- Sections 601 and 602 of the Revenue Act of 1943 provide that con-
tributions may be paid at any time and upon such payment may he

" allowable as credit against the Federal tax. Other provisions in-
. corporated in the Revenue Act’of 1943 permit certain ciedits to be

allowed notwithstanding that claims for refund or credit were rejected
rior to the enactment of such Act, and where offets in compromise
d been accepted prior to such enactment.. : o
For the purpose of enabling the Bureau to determine whether the

- credit claimed by a taxpayer for. contributions to a State fund is

correct, each State furnishes the Buresu with a statement for each |
- employer, showing the amount of contributions paid bg;the employer .
on or before the date the Federal return is required to be filed and the

~ amounts and dates of payments made thereafter. During the year
. there were received from the States 763,944 such statements for the
 years 1936 to 1945, inclusive. '

. In addition to the credit against the- Fedéial tax for contributions

* actually paid into State funds, the taxpayer may be.entitled to an
. afdditionﬁ o

tional credit under section 1601() of the Act. This additional
credit is allowable to an employer if, by reasofi of having stabilized -
the employment of his employees in a State or for some oﬁwr reason,

- heis granted an “experience rate’”’ under the laws of the State and is

“there a{i permitted to pay contributions at a lower rate than that paid -
gener y by other employers. Certain conditions with respect to a
tate law are imposed by the Act that must be met before an employer
is.entitled to the additional credit. For the calendar years 1938 and
1939 the State of Wisconsin was the only State ha a law that
complied with the conditions imposed by the Act. For the year 1940,
four States granted ‘‘experience rates.” The number increased to 16
States and the Territory of Hawaii for 1941, and to 33 States and the
Territory of Hawaii for 1942. For the year 1943, 38 States, the Dis-
“tri¢t of Columbie, and the Territory of Hawaii granted ‘“‘experience

- rates.” Two States were added for the year 1944, and two for 1945;

_makinﬁatotalofﬁ. - . _
- Field investigations conducted by the States in connection with the

.administration of State unemployment compensation laws resulted in -
numerous correction statements being submitted to the Bureau,
showing changps in the amounts standing to the employers’ cfedit in

. the State funds.  This causes a considerable number of cases to be v

reopened for audit by the Bureau.
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v

Number of Fedeml'unemﬁloyment tax returns (annual) received and closed by the - \

Bureau during the fiscal year 1946 and the number pending at the beginning and
close of the year, by. tax yedrs ’ o i

On hand | Received | Reopened Disposed | Og hand

Tax year ' “ July 1, during duaring Total of during | June 30,
. 145 yoar Yenr . year L1948
2,328 6, 086 10, 234 9,141 ©1,098
2, 517 3,901 7,617 | 16,865 652
9, 040 11,391 32, 208 31, 009 1,200
4, 568 2,108 874, 865 358, 119 16, 746
381,178 162 381,338 | 1,217 380, 121

401,629 2,648 | 906,163 | 407,351 | . 3pa.mi2

The “following table sets forth information relative to claims
adjusted and certificates of overassessment or of allowance issued
under the Federal Unemployment Tax Act andfor Title IX of the
Social Security Act: . )

Claims under the Federal Unemployment Tax Act andfor Title IX of the Social
Security Act received and disposed of during the fiscal year 1946 ’

Claims: - ) Number .

. Pending at beﬁinning of ear . e edemmeiooon - 6, 774

- Filed during the year (new claims) ... ..., - .. 16, 634

.Received from other 80urees. . ..o iccceromrcu iz Y 63

.. Total to be disposed of .- ___.uno. - RS, - 23, 471

. —_—

Allowed in full or in parb. - . eecc e a e aa - 13, 060

Rejected_ .. _.. ORISR LRSS 2, 301

Canceled.. ..o o oo y J DUV U S 198

Total disposed of . ... e e ] - 15, 559

Pending at end of year. ... e 7,012

Certificates of overassessment and certificates of gllowance

_ issued when no claims were filed__.....- RS - _3, 298

‘Overassesgments settled by: : : Amount .
Abatement. . .. .... e i m $3, 957, 7T14. 54

- Credit_ oo e e 53, 110. 26

ROfUNA. oo oot 2, 714, 899. 05
Total.een.. .. I e 6,725,723.85
Interest.. . .... e e et e e e 2 .. 160,583 29 -

. ¥ - e —

Grand total_ _. . .eooococoao.n e 6, 886, 257. 14

N ore.—The amount involved in claims filed during the year 1046 was $5,651,968. Included in the allowed
olaims shown in the abave tabulation were 13,396 colleotors’ claims for abatement, of which 34 were multiple-
item ciaims mvolving 1,214 items. There were also allowed 4,787 collestors’ ¢ recommending refunds
of $186,540 plus interest of $2,009. The ameunt invelved in claims rejected during the year totalbd $1,184,843,

. e Y

Offers in compromise.—On July 1, 1945, there were on hand 340 offers .
in compromise, aggregating $142,344, which had been submitted in

settlement of an aggregate hahility of $681,367, incurred under Title
IX of the Social Security Act andjor the Federal Unemployment Tax

Act. There were 366 offers received, in the total amqunt of $84,640,

involving an aggregate liability of $249,774; 300 offers in the amount
of $86,751 were accepted in settlement of liability of $230,528; 75

offers ameunting to $32,527 and involving liability of $75,384 were

rejected; 9 offers amounting to $4,783 and involving liability of $8,593
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were withdrawn; and 11 offers totaling $13,654, payable on the install-

. ment basis, ov: liability of $27,378, were terminated by default, -
leaving on _im'nd at the close of the year 311 offers totaling $89,269 and
involving liability of $589,257.

Carriers taves (Chapter 8, Subchapter B, 1. B. C.)—Collections of
.employers’ tax and emplpgees’ tax under Chapter 9, Subehapter B,
of the Internal Revenue Code (employment by carriers) aggregated.
$284,228,094, as compared with $284,717,623 for the previeus year, -
a decrease of $489,529. Each tax was imposed at the rate of 3% per
cent of the taxable compensation earned during 1945, and at the rate
of 3% per cent for 1946.  Colleetions of employee representatives’ tax;
which was imposed at the rate of 6% Eer cent of the taxable compensa-
tion earned during 1945, and at the rate of 7 per cent for 1946,
amounted to $29,545, as compared with $39,354 for the previous year, -
a_decrease of $10,409. Returns are required on a quarterly {asis,
30,366 being filed -by employers, a decrease of 96; 1,172 returns were
filed by employee representatives, & decrease of 41 over the previous
year. The complete and final audit of these returns is eondueted in
the offices of collectors of internal revenue. - . ‘

The following table sets forth information relative to claims disposed
of under Chapter 9, Subchapter B, Internal Revenue Code, and/or
- the Carriers Taxing Aet of 4937: : )

" Claims under Chapter 9, Subchapter B, Internal Revenue Code! andjor th cl ;
Taging Act of 1937 reveived and disposed of during the ﬁ;;cal J:;r 1 .;46'1”%“8

C]aili:l)a: beginking . . Number
« Pending at beginning of year._._._.._ .0 _ ____ . _. __ -
Filed during year (new claims) _ .. __ ... ... __._._.__ . i(l."g
Received from ofher sourees.. ... ... .. _._____ | S ' 1
_ Toi;altdbedisj)osed_of_____m__m________-__--___--__;__H . " 522
T
Allowed in full orin part_ .. e
Rejected. - ..o ol Yoo o
Caneeled.. ... ... . ... e 0
. Total disposed Of - ... ... e e .- 452
Pending at end of year....__ R B - .70
Certificates of allowance issued when no claims were filed..... .. 2
Overassessments setiled by: - . Amount
7 Abatement. ... .. . $15,927. 16 .
- Credit. - . oo cwen. 243,370, 04
Refund..._....__________ B S SR - 915,404 98
 TOBAR L e o e 1,174, 702. 18
 Interest. ... I LI "178, 682. 76
Grand total. __ . . SO SO e e 1, 353, 384. 94

Nore.—The atnount involved in claims filed during the year 1946 2,112,
in th olatms relected duting the year totaled §1,262,683. . W $2,11003. The amount involved

Coordination With Railroad Retirement Bourd.—The Bureau and
the Railroad Retirement Board continued to coordinate their decisions
on questions involving Il_ngiSiODS commeon to the Railroad Retire-
ment Act of 1937, the Railroad Unemployment Insurance Act, and

- Subchapters B and C of Chapter 9 of the Internal Revenue Code, as

--- amended, At the heginning of the fiscal year, two inquiries from the
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an,r’d relating to éﬁch-" i visions Wei'e ending before the Bureau; o
" duri -thehﬁl.,lial oar tvl:go similar,inquilgesw‘are reeeived, dnd four

were disposed of, leaving none pending at the close of the year.
' - ' INCOME TAX UNIT '

" General functions.—The Income Tax-Unit is charged with the

administration of the internal revenue laws with reference to taxes
on income of individuals and fiduciaries, and on both income and

excess profits of corporations. The administration includes the prep-

aration of regulations and interpretative and procedural rulings and
instructions regarding such laws, the preparation of tax and informa-
tion returns to be filed thereunder, and the examination and adjust-
- ment of returns filed thereunder, through office audits and field
- investigations, for the purpose of determining the correct tex liability
a8 i‘é(ﬁemred by law. : : ' - S

. Co . f
profits taxes amounted to $31,258,103,270. This represents 2 de-
. cresse of-$3,803,242/0356 as compared with the amount collected in
" 1945, which totaled $35,061,346,205. The comparison in detail is as

" follows: N ‘
Collections during the fiscal years 1946 and 1848
: . Pisesl year L
: N y - Incrense or
Somree C . . "~} decrease (=)
D 1045 945 -
I ; - _ N
on ineome tax: 1 ’ ' . .
Frent AllCtIONS 3. - - .-« ammmne oo me canmeeme o 431,681, 508 | $3,001, 916,780 | 510,764,848
o o - s 00,758 | 7o, 002 434 21,908,651
B [ a5, mis 381 | 4 050,940,104 | ~209,796,197
Deelmdvﬂuﬁemess—pmﬂtatnx: . ‘ 4 .
rrens COTOOHODS . .« vrmaromcccgpoenrieemeois tngelz,208 | - 70,700,188 —47,217,018
’ -[guate:llmﬂmsl.-:::: ............. LA 4 2, 580, 624 20, 429, 510 =5, 451,045
UEEI 1\ R 143,709,827 | . 91,120,767 | . —52,608,080 .0
e oo ‘ *fososas, 08,400 | 6,702,001 508 | 3,370, 570407
- Gumntcolisctions oo VR G 08 | Lowaetan | el
Tatal oo i 11,000, 510, 828 | 7,823, 438,164 | —2,181,031, 480 °
I#Withh-mmeg:;mnt*-’l‘ax Paymient At of 1043.... 10,263,;53:%% 9,357,{66,%}% .—m_ﬂa%.g i s
S oot comction . T | es ser 14,087 | Bo430,378,772 | 186 v0CRIE - -
© Busk eollections ¢ ) D Tomebor | s er082| W08
. Totsl... 19,084,813, 874 | 18,704,636, 165 | —a2, 77,29
" ¥otal tnoome ANA exosss profits tAX. .. .--.-.wceo- 067, 316, 205 | 31, 258, 108, 270 | —3, 03,242,085
: Unju?g'ﬁehmangg}gammmm ............... B e, oot 34,882 TSlBI8
" - “Grand total ... S 35, 061, 526,200 | 81, 258, 138; 152 | —8, 808, 386, 048

sorporstion fnoom ax collackions for the fscal year 1045 Inalude 36,560 and for the fiscal year 1068
'tlrli'?s‘The tﬁhAlaska %ways under seetions 1300 snd 1301 of the Internal Eevenne Oode, In addi-
ﬂén,t&eoﬁe@imsahﬁnoln tax withheld at sonree under sectiona 143 and 144 of the Internal Revenus
Cods, and by withholding agents, although much of this tax was withheld from taxpayers othed

Thie term. “‘ourrént; eclleotinhs” mesns, in

5 5 al, tt‘l'._aspddwithin lgmmhai;!t&“‘tﬁe.ddﬁdm
- - tagahle year hiech the retnrn filed., The term “back colloetions’ geneéral, taxes pald
" '.'f'mfthinﬂfgo:msdﬁamohg&Bmmmemmrmm“ L P
-8 Revised.

& Cumtmdiﬂduﬂmdomiuooneeﬁnmmmmqmimhﬂmpmmmwﬁ'm .

.. of15431a, G Mavch 15, 1945;

- v

* _returns filed in 1946, & decresse of 1,805,718,
returns were filed during the year 1946 showing no income sui)ject to

ctions —During the year 1946, collections of income and excess . |

tozs, 'Fhemetmoun_t..qlthmenumﬂmsognnotbes{;m_adaaithunqtbeenmbma@d,

!
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- Returne and declarations filed,—The number of all types of income
, and excess profits tax returns filed during the past year on which tax
was reported and assessed was 50,201,597, as com%)ared with 52,007,315
n addition, 6,860,126

tax, com{mr'ed with 6,057,364 such returns for the preceding year.
The total number of income tax returns filed by individuals was
46,546,696, which represents a decrease of 3.8 per cent from the number
received in the preceding year. The number of returns shown for

" each fiscal year includes the delinquent returns filed during that year

relating to prior years. -
Declarations of estimated tax filed in the period July 1945 through

= _January 1946, relating to the 1945 tax year, numbered 1,532,046 and-
" _-brought the total number of 1945 declarations to 7,941,644, of which

- 6,938,402 are taxable. As of June 30, 1946, the number of declara-

. tions filed with respect to the 1946 tax year had reached 5,587,183,
. of which 4,912,537 are taxable. : - -

" Details as to the number of returns and declarations filed are as
follows: : . I

. -

Piscal year
) i
Type of return - : . 1846 146
© « | Texable |Nontaxable] Total | Taxable |[Nontaxshle| Total
Individuals: - ' '
. .Citizens and resident sliens_|! £3, 520, 730 [ 14, 820, 710 { 48,350, 440 | 41, 248,796 | & 361,061 | 46, 509, 867
" . ‘Nonresident allens. .. ... 10,786 |- e 19,788 el . 38, 538
o 5i2,410| 345018 | 199080 338°| 351317
ST, 413 | 567,413 [wmeeoeanns 050,572 | - - 869,
Q) 8,002,380 | 8,541,915 b41, 935
ey 14, 662 12, 8 iy
195734 | 41,805 281,187 | 180,116 ] 461,308
o}.% 126, 512 56,748 | - s&’% ;ﬁ,’ﬁ
150,826 | 159,826 ..o 02 50 92, 503
3,026 1 D 265, 129
I T R 53,007,315 | 6,067,864 | 58,004, 670 | 50,201, 507 | 6,860,126 { 57,061,723
- Declarations of estimated tax __ £ 7,366, 162 23,002,341 | ' 0,368,508 | ‘6,300, 192 819,037 | 7,119,229
Grand total......_.... .....| 50,878,477 | 8,000,705 | 67,433,182 | 56, 51,780 | 7,679, 163 | 64,180,502 -

Returnis showling 5 tax liabflity béfors credits for tax 'withheld or provieusly pald ars classed as taxabls

-1
sveu though the credits are squal to or in excess of the Hability,

3 Reported with the faxable retnzrns, .
# Declarations ara classed s taxable ¢aly if accompanied by a romittance.

. ‘E.'zam:ination of income and excese profits tax returns upon receipt by
. -the Income Taz Unit.—Of the returns filed duri% the year 1946, as
" ghown in the preceding table, those forwarded to the

Income Tax Unit - -
at Washington numbered 2,408,066, consisting of returns of individuals -
and partnerships reporting income of substantial amounts or involving
complex transactions,! taxable returns of fiduciaries, returns of with-

+The sallectors retained for sudit all returns on Form W-2, togethe; with returus on Form 1040 which
_Mggjmhdg)m%mmmtﬁundeﬁnm&mﬂdﬁﬁgglmw?&&mbudnmn;,?mm&wmnotsg‘
expess b1 £35,000). During the year 8 num 'orms filed equaled 20,464,837, of which 24,
W,?ﬂm:eulmdbywmmandﬁ'ﬁ&hmls. B o T
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holding agents, corporation income tax and excess profits tax returns,
personal holding company returns, and returns of exempt organiza-
tions. . .o

Uvon initial review of ‘the returns forwarded to Washington (in-
cludgng those on hand in Washington on July 1, 1945, relat.in§ to pre-
vious taxahle years), 1,584,666 were closed and 450,375 were foun to
require further consideration and investigation by the field offices of
. the Income Tax Unit. . '

Investigation of tax returns by field offices—The number of income
and excess profits tax returns investigated during the year 1946 was
‘figures include all returns for which the examiners’ reports have heen
suhmitted, whether or not the cases have heen finally released hy
reviewing officers. ' e o

¥state and gift tax returns investigated hy the field offices during
the year numhered 16,225, as compared with 16,253 for 1845.

" 424 551, as coﬁlﬁ)ared with 406,956 for the previous year. These - '

The total number of income and excess profits tax returns on whieh -

~ action was completed by the field offices during the year was 820,564,
consisting of 736,786 income tax returns and 83,778 exdess profits tax
returns. In addition, the field offices coml(l)let-ed their work on 18,436
estate and gift- tax returns. The results shown include returns which

required investigation as well as returns for which investigations were
deemed unnecessary: The following table shows the number of re-

" turns on which action was completed during 1946, compared y&dth the:

number completed during the preceding year:

. N umbér of taz returns on which action has been completed by field offices during fiscal
years 1945 and 1846

_ Fiscal year

Type of return -
1946 . 1946

. INCOME TAX

s nals taxable fiduciaries: ' .
Coree e'i'f’a’:‘f;ed‘“d ..... B B O e eeeeoemm e naeee 263, 796 182, 220

Tefeloney adjustiments. oo ommmmeoooma e mmmmm o teo e 143, T4 137, 865
Ovenss_e{zlinent adjustments ) 66, 368
[ 72 g PP P PR D eSS PR R L] ! 388, 453
Partnerships and nontaxable fiduciaries 1 360, 333
Total income tax FOBUTTIS . o vro oo emre oo o mom o O 738, 786
EXCESS FPEOTITS TAX 60,820 44505

L P T U SRR SRR RS RS S A
Deficiency adjustments_ .. - -o—_unn 25,477 | - 26, 317
Overassgmeglt. adjustments ..—ooen. : 11, 1317 12,858
Total sxcess profits tax returns 96, 928 83,778

' ESTATE AND GIFT TAX . - .

NG CRADES .- oo cmmemamrmmmcmmemmomcnammEeemamm oo o marTs S smnmne oo 6, 708 6, T47
Deficiency adjustments._ ... eineoenne 10,866 10, 885
Overassesament adjostrzents. . woecnoeeoneoo o iamwancmean 1,030 1,034
" fotal estate and git tax retarns. ... 18,502 18,438

Petitions to The Tax Cdurt of the United States filed during 1946

 ingolved 4,611 returns and proposed tax deficiencies of $135,755,422.
1-'I["ﬁis compares with 4,843 returns and tax deficiencies of $89,033,390

Bl

i "4;\, S e S PR L R 4 - - oty oy B
) . cr- Lo . s
N

)
4
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for the fiscal year 1945. For a statement showing the numher of
returns, amounts of propesed tax, and penalties in cases ‘petitioned,
classified hy tax years, see page 121. < , .
Revenue resulls of ‘investigation of income and excess profils iax
returns.—The amount of additional tax, interest, and penalty assessed
hy the Income Tax Unit during 1946 reached an unprecedented total
of $855,149,151, representing an increase of 54.6 per cent &s compared
with the preceding year. The portion of this total applicable to in-
come tax returns is $437,693,565, and the portion applicable to excess
profits tax returns is $417,455,586. Excluding jeopardy and . dupli-
cate items, the amounts for these two classes of taxes were $412,838,664
and $396,149,080, respectively. In relation to the total technical .
personnel assigne& to the field offices, the amount of additional tax,
Interest, and penslty assessed in 1946 (including the estate and gift
tax deficiencies set forth on page 29) represented an average of
$145,073 for each agent, as against $148,076 for 1945. An analysis

- f the additions] income and excess proﬁts tax assessmints for the

fiscal year 1946 as conipared with the fiscal year 1945 follows:

Additional income and excess profifs tax assessments made by the I ncome Taz Unit
during the fiscal years 1946 and 1948, by nature of assessment

Number -
Nature of assessment of Addtlg;oml Interest | Pomalty Total
returns o
FISCAL YEAE, 1845 . ‘ - . :
Regular . e 185,971 | $707, 480,812 | $88, 550, 431 $11, 956, 501 | $808, 98T, 744
Jeopardy 1 _ecmnmmicmemmemaan 1,141 30,377,155 3, 665, 061 6, B8RS, 758 40, 930, 974
Dupleatel . iiemammemaaee 1,241 3, 852,608 1, 002, 905 374, 830 By 230, 433
Total._._._. etmmmmmmm 188,353 | 741, 710,686 84, 218, 367 10, 220,089 866,.149, 151
' FISCAL YEAR 1945 ’
Regular ..l 195,427 | 454, 498,707 61, 649, 045 &, 345, 938 521, 508, 687
Jeopardy b e 871 18, 280, 739 2,178,748 4, 534, 004 24, 084, 391
Duplicate . oo lae o cimmmeenen 1,184 5,730, 725 701, 961 124, 204 6, 046, 980
Total ..o iimnmm—ian 197,482 | 478,510,171 64, 619, 754 10, 005, 133 553, 135,058 .

+ 1 Duplicate assessments made under the Jeopardy provisions are included with the jeopardy sssessments.-

 Stage at which additional tazx was assessed.—The effectiveness of the
gettlement authority vested in field officers is evidenced by the high
proportion of easas closed by agreements with taxpayers, without the
issuance of formal deficiency notices which are otherwise required by
law and from which taxpayers may alﬁpeal to The Tax Court. Of the
total number of 187,212 income and excess profits tax returns on
which regular additional assessments (including duplicate-regular) werer
made, 175,438 additional assessments, or 93.7 per cent, were made hy
agresment with the taxpayers without the necessity of a statutory
notice, as compared with 94.6 per cent in the fiscal year 1945.  Of
the total regular additional tax assessed (including duplicate-regular),
aggregating $711,333,510, the amount assessed by agreement was
$661,526,495, or 93.0 per cent, as compared with 89.0 per cent for

last year.

T20047--47T—38
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. There follows a table showing, bj stage at which additional assess- -
‘ment was made, the number and amount of additional income and
%2%53 profits tax assessments made during the fiscal years 1945 and

Additional incoms and excess profils tax assessments made by the Income Taz Unit
- - during the fiscal years 1946 and 1946, by stage at which. assessment was made -

- ) !
_ _ Returns - | Additionst taz
Sitage at which sdditional ' ' '
assessment was made Num- | _Per Per | Imterest | Pepalty | Total
ber cont of | * Amount | eent of - :
total : total |
.. ¥ECAL TEAR 1948 -
On agresments executed prior| .
:I.;ae issuanee of statutory no-
...... memimeummeeienee 175,488 1 03,7 ,826,405 | 93.0
Detnultorwntﬂtgmm- :,m $661, 526, 3 m,gz,m 48, 007, 017 |$748, 705, 884
FUAROO | tory notice. 4.9 1908, 205 ’
T X ), ‘ 30, 198, 4.2 _8,652,74_6 3,805,077 | 40,666,118
on the Inerits and decislons
- by The Tax Court or npon
. .stipulation before the court
of canes satiled bgi':“echm-' . - .
_cal Staf) andfor Chisf Ooun- ' N ’ B
- ,nl--_:...;_......'..._;._. ........ 2,871 1.4 | 19,608 720 28| 6,648 418 519, 237 | 26, 786, 876

;_I " Total. ... of _ﬁjé. 18?,212 1@.0" 711,333, 510 .100.0' 90, 553, 338 12,33.1,331 814, 218,177 - -

- ed iwsmu e ;,141 ........ 30, 377,156 {ocee .. 3,665,001 | 6,888,758 | 40,080,974 .

o~ Grandtotal. o 118898 |........ 741,710,685 |..- ....| 94, 218,307 [19, 220,080 | 85K, 149,151 -
Y FIBCALYRAR. 1046 - : ’ :
On aghecments executod prior | - .

&%e ance of statutory no- o5z % :
i o e 707,637

. Detnnltor;:gglementsft&ris- 13:,5“ .6 | 400,797, ; 80.0 | 51,321, 214 | 4,480, 622 | 465, 609,373

suanes of stalutory notice. - 3.8 | 25 002 ;

- X A 048, 5.6 3,.986,331 694,?877 3&039.12)
. Fon the merits and decisions ' '
... by The Tax Court or npoa

stipulation before the court
of séttled by Techni-
. tafl and/or Chief Coun- ; .
B IO R - 8,118 | 18| 24483703 | 5.3 | 7,133,461 | 904,020 | 31,022,174
(1] O 106,811 {1 100.0 | 460,229,432 | 100.0 :
Soapa o i 96, : 62, 441,008 | 5, 480, 220" | 828, 150, 66y
....................... 871 Joeeeenan] 18,280,739 2,178,748 | 4,524,904 | 24,084,301
7 Grand total.... ... [197,482 | __.___.| 478,510,171 |.__..__. 64, 610, 754 [10; 005,133 | 553, 135, 058

- For a distribution of the additional assessments made. during the

made, see pages 116-121, -
Action taken on excess profits iax relief claims.—In the course of the-
__ excess profits tax investigations conducted by the field offices, con-
-sideration was %wen to & substantial number of applications for excess
profits tax relie P 4
of section 722 of the Internal Revenue Code, as amended. - Cumula-

tive production figures with respect to this work show that, as of June

30, 1946, there had been received 40,631 claims involving excess profits

fiscal year 1046 by tax years for each stage at which assessment was -

, Form 991, filed by corporations claiming the benefits =

tax reductions of $4,022,817,227. As of the same date, the number = ;'
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. of claims disposed of had reached 16,677, consisting of 2,031 allowed
in whole or in part, 5,268 disallowed, 7,039 withdrawn.by thxpayers,
and 2,339 eliminated from further consideration upon the revenue
~ agent’s finding that no tax liability existed. At the close of the fiscal
year there remained on hand for investigation or settlement, a total of
- 23,954 claims involving excess profits tax reductions of $3,421,204,918.
- The following summary shows additional information with respect to -
£ claims acted upon and also shows the status of the claims pending at
£ the close of the year: - ) :

B Applications for excess ;pmﬁisr tax relief (sec. 722, I. R. C‘.)—qumulatiue receipls
. .. and disposals, fiscal years-1948-1948, inclusive _

- | Excess profits tax reduction
Number of Increass in
opplications} - - meome tax
Claimed Allowed .
BOGHDES - - - o am e cmsmm 2 em e g e e e 40,631 | $4,022,817, 227 |- ocoeemevun o ceacanne
D Whole oo i 288 2,256,308 | §2,812,720 | 8855, 631
a. ANQWE D DB« o memomom e e s amiamm e o Le43 28, 247,802 | 10,431,002 | 8,519,723
B © Total allowanoss : 2,081 | 80,004,785 | 13,244,682 | 4,435,344
- Withdrawn_ ____
Eliminated !
Total disposals
On hand June 30, 1945 :
Before The Tax Court
Awalting post review 7
Total om BARA. .. oo eecmmmcmmmm e 23,004 | 3,421,204,018 | . |ociinennn

. X;B?e%nshts of applications oiiminated from further consideration upon agent’s finding that no taxliab_ility
@ . . - . ‘ )
Refunds, abatements, and credits—The Income Tax Unit audited

_ and closed during the year 136,175 income and excess profits tax cases
involving refunds or credits of tax or interest to taxpayers or abate-

ment.of tax, as compared with 121,764 such cases closed during 1945.

& Of thie total of 136,175 overassessments for 1046, 54,516 were made to

" “taxpayers without the necessity for filing claims. This compares with

' 48,702 in the previous year. ] L _

" Of the overassessments settled in 1946 by the Income Tax Unit,

107,144 represented refunds or credits of tax or interest involving

"$878,847,787, as compared with 75479 involving $96,531,743 in
1045. - . |

. The amount involved in overassessments of all types for 1946 rep-

_ressnted by refunds, credits, interest, and abatements for income and

excess profits tax cases settled in the collectors’ offices as well as by the .
Tncome Tax Unit was $4,038,169,276, as comparedswith $1,024,475,009 .
the previous year, : e L o

_ There follows a table showing a comparison of claims acted upon

- and certificates of o