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Dear Mr. Secretary:

We are pleased to present to you the Annual
Report of the Internal Revenue Service covering
the Fiscal Year 1971.

As you know, we arrived too late to have
any part in the accomplishments described in this
report. Accordingly, the report constitutes &
tribute to the able leadership of our predecessor,
Randolph W. Thrower, and the competence and dili-
gence of Internal Revenue Service employees
generally.

Sincerely yours,

<~ Gt

Johnnie M. Walters

Honorable John B. Connally
Secretary of the Treasury
Washington, D. C. 20220
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Washington, D.C., 20402 - Price $1.50 (paper cover)
Stock Number 48040392
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Expansion and improvement of the Serv-

ice's data p!

continued during Fiscal Year 1971, Pic-
tured above is Vice President of the
United States, Spiro T. Agnew taking part
in the groundbreaking ceremonies for the
new Service Center in Memphis on Sep-
tember 22, 1970. Seated on the platform,
left to right, are: Ned Cook, Chairman,
Memphis Airport Authority; Dan H. Kuy-
kendali, Member of Congress, 9th District
Tennessee; Albert Gore, then U.S. Sena-
tor, Tennessee; and Randolph W. Thrower,
then Commissioner of Internal Revenue.
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The Tax Dollar
Where it came from . . .

Fiscal Year 1971

52¢—Individual Income Taxes
16¢—Corporation tncome Taxes
21¢—Employment Taxes
9¢-—Excise Taxes
2¢—Estate & Gift Taxes

Statistical Highlights
[Amount (thousand dollars))

Gross Coliections
individual Income
Corporation Income
Employment
Estate and Gift
Excise

Refunds:
Number
Amount

Returns Filed

Returns Examined:
Number
Tax Increase Recommended

Returns Mathematicatly Verified:
Number
Amount of Tax Increase
Amount of Tax Decrease

Delinguent Returns Secured:
Number
Amount

Delinquent Accounts Collected

Notes

All yearly data are on a fiscal year
basis, unless otherwise specified.
For example, data headed *“1971"
pertain to the fiscal year ended
June 30, 1971 and “July 1" in-
ventory items under this heading
reflect inventories as of July 1,
1970.

In many tables and charts, figures
have been rounded and may not
add to the totals which are based
on unrounded figures.

For sale by the Superintendent
of Documents, U.S. Government
Printing Office, Washington, D.C.
20402. Price $1.50 (paper cover).

1970
$185,722,096

$15,904,264

55,274,474
$16,188,109
113,078,185

2,008,896
$3,100,000

88,355,000
$506,962
$212,260

738,000
$370,111

$2,517.563

Percent
1971 change
$191,647,198 -2.1
$100,752,821 —-2.8
$30,319,953 —135
$39,918,650 6.6
43,784,283 2.8
$16,871,851 6.2
55,916,604 1.2
$19,022,568 17.5
111,447,000 —-1.4
1,645,929 -18.1
$3,408,347 9.9
72,938,000 —17.4
$318,052 -38.2
$140,235 —33.9
. 735,000 —0.4
$489,359 32.2
$2,606,838
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Service Impact

on Public

Maintaining effective contact with
the public was emphasized
throughout the Service in 1971.
Steps were taken to ensure that
personne! dealing with taxpayers or
their representatives recognize and
report potential problem situations.
In problems involving public reac-
tion and misunderstanding, every
effort was made to ensure that
timely, full, and accurate accounts
were given to the public.

Underwithholding Information
The Service developed a campaign
to inform taxpayers that because of
changes in the law, they may not
have sufficient withholding to cover
their tax liability for 1971. The
Service solicited the aid of employ-
ers in informing employees about
the underwithholding problem.

Radio and television announce-
ments were provided on the under-
withholding theme, supplemented
by news releases, instructional
packets and materials, interviews,
and feature articles. Material was
disseminated to approximately
2,000 employee publications,
4,200 newspaper women's page
editors, 7,000 community leaders,
500 labor newspaper editors, and
chief executives of some 200,000
major business and governmentat

organizations.

Taxpayers Aided In
Understanding Tax Reform Act
The Service directed a special in-
formational program at the millions
of taxpayers affected by the Tax Re-
form Act of 1969.

Emphasis was placed on a new
low-income allowance, which ex-
empted many from paying income
tax and reduced the tax for others.
Since many of the approximately
five million affected by the allow-
ance were in lower economic group-
ings and could least afford to pay
for tax assistance, it was important
that they be apprised of their filing

4 |/ Annual Report / Chapter One

status. The Act also liberalized fil-
ing requirements so that more tax-
payers, including large groups of
retired persons, could choose to
have the Service compute their tax
liability. Special publicity was also
directed to these taxpayers.

Other changes receiving emphasis
included an increase in personal ex-
emption, establishment of a new
minimum tax, extension of optional
tax tables to many more taxpayers,
and elimination of the tax
surcharge.

Errors Delay Refunds

Another public information pro-
gram reminded taxpayers that er-
rors can delay tax refunds. Errors
were also linked to higher process-
ing costs for the Government and
probability of time-consuming cor-
respondence between taxpayers
and the Service.

Taxpayers were urged to use the
correct tax table and column, check
their mathematical calculations, at-
tach the Form W-2 and all other
supporting documents and sched-
ules, sign the return, and list the
correct social security number.
Taxpayers were also encouraged
to use the peel-off label affixed to
the cover of the 1040 package
since it contained their social se-
curity number, name and address.

The error prevention campaign
was extended to charitable contri-
butions, dependents, medical and
travel expenses, and state and local
taxes. In advising taxpayers to file
their returns as early as possible,
the Service stressed that many er-
rors result from the last-minute
rush to beat the filing deadline.

Explosives

Control Information
Announcements were sent to 300
tetevision and 857 radio stations to
inform industry and the public
about the Organized Crime Control
Act of 1970 relating to control of
explosives. News releases were
sent to trade associations and the
news media explaining licensing

requirements for dealers and per-
mit requirements for users. Exhib-
its at military installations featuring
explosions and gathering of evi-
dence, were covered by television
networks, national publicatiofis,
and wire services.

Public Informed

of New Legislation

In response to inquiries from the
press and others about provisions
of the new Airport and Airways Act
of 1970, materials were prepared
providing guidance to the industry
and interested individuals. The
1970 Act levied new taxes on air-
craft, aircraft fuel, air passengers,
and cargo and increased certain

- existing excise taxes.

Student Exemption
Withholding Certificates
Students working for the sum-
mer were alerted to a new with-
holding exemption certificate (Form
W-4E) which they could file with
their employers to prevent with-
holding of Federal income tax
where no tax liability was
anticipated.

Heavy Media  Use

of Service Materials

With cooperation of the various
news media, more taxpayers than
ever before were exposed to the
Service's informational programs.
Service employees delivered more
than 5,500 speeches, responded to
some 45,000 media inquiries, and
participated in several thousand
interviews throughout the country.

Many inquiries dealt with is-
sues evoking widespread interest.
Among the more sensitive issues
were such topics as eligibility of
private schools for tax exemption,
public interest law firms, exempt
organizations, asset depreciation
range system regulations and
guidelines, war tax protesters,
bribers and kickbacks.

Taxpayer assistance is a year-round
effort. Many taxpayers visit Service
pfﬁces for assistance especially dur-
ing the filing season. Many offices
have modern taxpayer assistance
facilities.

Informing and Assisting Taxpayers / 5




News releases, technical issu-
ances, and other materials were
sent to daily and weekly newspa-
pers, covering every aspect of
Service activity of interest to the
taxpayer. Nearly 500 feature arti-
cles were written about Service
operations. For the seventh con-
secutive year, the Service provided
newspapers with a weekly “'ques-
tions and answer” column based
on most frequently asked taxpayer
questions. 1,285 daily newspapers
(70 percent of the totat) and 4,605
weeklies (almost 55 percent) used
the material during the filing pe-
riod. Many newspapers continued
to publish the column after the
filing season.

Radio and television carried much
of the Service message. District
and regional office personnel par-
ticipated in more than 5,400 locally
developed features. Materials were
used by 4,552 radio stations and
704 television outlets. Steps to in-
form the public involved the use of
pamphlets, fact sheets, posters,
displays, and exhibits. Magazine
articles were prepared for tax,
farm, business, and flabor
publications.

Broadened Taxpayer Services
Reach 35 Million

A record 35 million taxpayers were
served in 1971. Eighteen million
persons were assisted by tele-
phone, nine million visited Service
offices, and 350,000 received help
through correspondence with dis-
trict offices. Forms and publica-
tions were furnished to more than
two million taxpayers. It is esti-
mated that an additional 6.5 million
were reached through various tax-
payer education programs.

Because of the importance the
Service attaches to assisting tax-
payers efficiently, expeditiously,
and courteously, a great deal of
effort goes into developing and re-
taining a corps of 1,000 trained
Taxpayer Service Representatives
augmented by specially selected
and trained temporary employees
during the filing season. These em-
ployees provide year-round service
at 481 locations.
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Imaginative Methods

Used to Enhance Service
Centiphone, a system of toll-free
lines, is being installed in a number
of districts to enhance taxpayer ac-
cess to Service offices.

Beyond the help provided in Serv-
ice offices and through formal
programs, many districts used
imaginative approaches to provide
convenient taxpayer service. Tax-
mobiles were stationed at shopping
centers as well as inner-city areas
and near apartment complexes
housing senior citizens; Service em-
ployees visited VA hospitals, State
Correctional Institutions, and Com-
munity Centers to provide tax in-
formation and asssitance.

Remodeling of Taxpayer .
Reception Areas Continues
Approximately one hundred offices
were remodeled this year continu-
ing the Service's five-year program
to upgrade taxpayer reception and
service areas into a nationwide net-
work of attractive and functional
offices.

Taxpayer Education and Special
Assistance for Students,

Older Citizens and Lower
Income Groups

Teaching Taxes, the largest Service
taxpayer education program, pro-
vided materials and instructions to
3.2 million students in 21,000 high
schools. The Teaching Taxes Pro-
gram explains the tax system and
provides practical instructions in
filling out tax forms.

The Armed Forces Income Tax Law
Course was completely revised, and
work was initiated to develop a
package of Farm and Small Busi-
ness Institute materials.

The Service continued to make tax
information readily available to
older citizens and lower-income
groups. The Volunteer Income Tax
Assistor (VITA) Program provided
{raining to volunteers who aid the
under educated in preparation of
tax returns. The number of volun-
teer assistors almost doubled in
1971 and the number assisted in-
creased from 104,000 to 172,000.

Advances were also made in Insti-
tutes and special group courses.
The Service's Tax Institutes for the
elderly, working in cooperation with
the Institutes for Lifetime Learning,
were held in twenty cities. Coverage
is expected to double next year.

Bulletin Provides

Official Guidance

The Internal Revenue Bulletin has
served as a depository of precedent
material for over 50 years. Infor-
mation published this year in-
cluded; 599 Revenue Rulings, 34
Revenue Procedures, 47 Public
Laws and related Committee Re-
ports, 2 Executive Orders, 2 Tax
Conventions, 3 amendments to the
Statement of Procedural Rules, 1
Treasury Department Circular, 2
Treasury Department Orders, 17
Delegation Orders, 1 revised State-
ment of Organization and Functions
of the Internal Revenue Service,
and 230 announcements of general
interest. Also announced were 83
acquiescenses and non-acquies-
cences to adverse decisions of the
United States Tax Court.

Although the Bulletin has become
the authoritative instrument of the
Commissioner for announcing offi-
cial rulings and procedures, ac-
cumulation of material has made it
cumbersome. To compound the
problem for tax researchers, many
earlier volumes are no longer
available.

The Service reacted to this condi-
tion in 1957 by initiating a research
service, titled the index-Digest Sup-
plement System, to help tax re-
searchers find items published in
the Bulletin after 1952. The first
volume covered the period 1953
through 1956. Additional volumes
were issued for periods 1957
through 1960, and 1961 through
1964. Cumulative supplements
were issued periodically through-
out those 4-year periods to keep the
System current. With those supple-
ments, a researcher could use
either the finding lists or the topic
index approach to locate prece-
dents relating to a specific issue.

By 1969 the Index-Digest Supple-
ment System became unwieldy be-
cause researchers needed all three

“volumes pius the latest cumulative
supplement to find precedents
back to 1952. To correct this con-
dition, the Service developed a new
format that divides the System into
five parts: Income Tax, Estate and
Gift Tax, Employment Taxes, Excise
Taxes, and Alcohol, Tobacco and
Firearms.

The first five basic volumes issued
in the new format covered only the
period from 1965 through 1968.
Converting all the pre-1965 ma-
terial into the new format has been
scheduled for completion by the
end of calendar year 1972. When
compieted, all Index-Digest Supple-
ment material back through 1953
will be included in new editions of
the five basic volumes using the
new format.

Al previously published Index-
Digest material is being reviewed to
purge obsolete items. Material cur-
rently effective is being reviewed to
assure that it meets current
standards.

In the related project to review all
pre-1953 rulings and update or
declare them obsolete under cur-
rent law, 308 rulings were declared
obsolete and 175 were superseded
py new revenue rulings: After purg-
ing and conversion to the new for-
mat is completed, the system will
provide easy access te all published
rulings effective under current law.

Recent Development

in Tax Law Communicated in
Publications for Employees:

A series of publications under the
title Review of Technical Develop-
ments were issued to update tech-
nical skills of Service personnel

whose duties involve application of
tax laws.

Quarterly Reviews covered latest
legislation, regulations, court deci-
sions, and published rulings affect-
ing individual and corporate
income taxes. Selected develop-
ments relating to employment,
estate and gift, and excise taxes
were covered in the annual review.

A 225-page special edition covering
the Tax Reform Act of 1969 attrac-
ted widespread attention. it was
used in Technical Review Institutes
conducted in the National Office,
training meetings in field offices,
and in tax seminars conducted at
several universities.

Another series of internal-use pub-
lications titied Tax Briefs were is-
sued every four weeks, Tax Briefs
contain short statements that keep
field personnel advised about latest
published rulings, regulations, and
selected court decisions. Pocket-
size format and simplified editorial
style promotes rapid use to identify
matters worthy of further study.

Reports on Current Tax Literature
were issued every 2 weeks to alert
Service officials to recent articles
about tax avoidance schemes, criti-
cism of the Service, and sugges-
tions for legislation.

Deductible Contributions
Guide for Donors

and Service Personnel

During the year 9,871 names were
added and 1,180 names were de-
leted from the list of organizations
to which contributions are de-.
ductible for Federal income tax pur-
poses. The latest biennial revision,
Publication No. 78, contains the
names of approximately 130,000
organizations. Cumulative  bi-
monthly supplements to the list re-
flected additions, changes, and
deletions.

Published Rufings and
Procedures Guide Taxpayers
and Service Field Offices
Administrative interpretations of
the Internal Revenue Code and reg-
ulations are anounced as Revenue

Rulings. Rulings officially estab-
lish a Service position that may be
cited and relied upon by field em-
ployees when examining returns in-
volving similar issues.

Internal practices and procedures
that affect taxpayers rights and ob-
ligations are announced as Rev-
enue Procedures. Procedures of
continuing significance are periodi-
cally incorporated into the State-
ment of Procedural Rules.

During the year, 633 Revenue Rul-
ings and Revenue Procedures were
published for guidance of taxpay-
ers, tax practitioners, and Service
employees.

Shown below are the numbers of
Revenue Rulings and Revenue Pro-
cedures published during 1971 in
the various tax categories:

Revenue Rulings and Revenue
Procedures Published .

Type Number
Total 633
Administrative 9
Alcohol, tobaccoand fire.
arms 27
Employment taxes 69
Estate and gift taxes 20
Excise taxes 38
Exempt arganizations 28
Income tax 383
Pension trusts 55
Tax conventions 4

Following are examples of
significant administrative
interpretations and

procedures published:

Revenue Ruling 70-519 provides
that individuals may deduct as .
charitable contributions unreim-
bursed expenses such as costs for
admissions and meals which they
incur as volunteers in helping
underprivileged children selected
by a charitable organization.

Revenue Ruting 70-604 sets forth
guidelines involving treatment, for
Federal income tax purposes, of un-
expended assessments on hand at
the close of the taxable year that
were received by condominium
corporations.
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Revenue Ruling 70-585 discusses
the circumstances under which
nonprofit organizations, created to
provide housing for low and mod-
erate income families under Fed-
eral and State programs, can qual-
ify for exemption from income tax.

Revenue Ruling 71-188 authorizes
labeling of a new colorless product
as ‘‘white"” whiskey which retains
all familiar whiskey characteristics
except color.

Revenue Ruling 71-227 provides
tolerances for filling bottles and
cans of beer. Brewers experienced
rejection of some shipments be-
cause selected samples were below
tolerances set by certain states.
The guidelines of this ruling and
conferences with state revenue of-
ficials should overcome the
problem.

Revenue Ruling 70-338 permits
use of distilling materials as feed
for livestock. It specifies a method
for rendering distilling material,
such as fermented molasses, unfit
for further distillation, thus pre-
cluding diversion of the material to
illicit operators.

Revenue Procedure 71-17 sets
forth guidelines for determining the
effect gross receipts derived from
use of a social club's facilities by
the general public have on the
club’s exemption from income tax.
The Revenue Procedure describes
records required when non-mem-
bers use a club's facilities and cir-
cumstances under which a host-

Statistics on self-employed plans
are not available for 1971 since
issuance of advance determination
letters to self-employed individuals
who adopt approved master and
prototype plans has been discon-
tinued. Statistics of determination
letter activity on corporate-type
plans are shown in the table below:

Determination Letters Issued on Employee Benefit Plans

ltem

Determination letters issued with
respect to—
. Initial qualification of plans:
a. Plans approved
Number of participating em-
ployees
b. Plans disapproved
. Termination of plans
. Amendments
4. Investments
Cases clased withoutissuance of deter-
mination letter and other disposals

-

wn

Specific Technical
Interpretations for

Taxpayers

and Service Employees
Thousands of individuals and or-
ganizations wrote to the Service for
interpretative assistance where tax
implications of their financial trans-
actions could not be clearly deter-
mined from the tax law, regula-
tions, or published rulings. Others
wanted permission to change their
accounting methods or periods.
Many corporation taxpayers asked

Proilt s’hlvlng Pension
and stock = or annulty
bonus plans plans Total
17,012 19,413 36,425
331,442 948,604 1,280,046
118 161 279
1,517 1,399 2,916
4,085 10,403 14,488
236 240 476
1,403 2,381 3,784

for earning and profits determina-
tions. During the year 32,297 tax-
payer requests of the foregoing
types were processed,

District Directors request technical
advice from the National Office on
problems encountered in examina-
tion of tax returns. During the year
3,099 field office requests were
processed.

Taxpayer and field office requests
for tax ‘“rulings” and advice in
various tax categories are shown
in the table below:

"

guest relationship will be d.

Pension Trust Activity

The number of new -pension and
profit-sharing plans increased sub-
stantially; as did amendments to,
and terminations of, existing plans.
Vast sums of money behind these
plans (at the end of 1970, assets
of private pension funds had grown
to $136.1 billion) and millions of
people affected by them are becom-
ing frequent topics of discussion in
the public press resulting in Con-
gressional attention and proposed
legislation.
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R ts for Tax Ruli and T

Subject
Totai

Accounting methods

Accounting periods

Actuarial matters

Administrative provisions

Alcohol, tobacco, and firearms taxes

Earnings and profits

E€mployment and seltemployment
taxes

Engineering gquestions

Estate and gift taxes

£xempt organizations

Other excise taxes

Other income tax matters

Pension trusts

| Advice
Taxpayers’ Field
«  Total requests , requests
H 35,396 32,297 : 3,099
3,337 3,337
10,683 10,683
! 88 44 44
88 72 16
7,362 5,689 1,673
819 819
253 225 28
147 56 91
455 391 64
3,825 3.469 356
321 ' 224 97
5,878 5,533 345
2,140 1,755 385

Municipal Bond Issues

Many government agencies re-
quested rulings before proceeding
with bond. issues to provide funds
for such programs as urban rede-
velopment, aid to education, and
ecological improvements. Rulings
holding interest to be tax exempt
were issued for 123 bond issues in-
volving more than $3.6 billion.

Important

Tax Exemption Decisions

The decision of July 10, 1971, to
deny recognition of tax exemption
to private schools that practiced
racial discrimination had wide-
spread public interest. Tax exemp-
tion will no tonger be recognized
unless the particular school estab-
lishes to the Service's satisfaction
that a known nondiscriminatory ad-
missions policy is practiced.

All private schools previously rec-
ognized as tax exempt were can-
vassed to determine whether they
will follow a nondiscriminatory ad-
missions policy.

The Service also dealt with the
question of qualification for tax ex-
emption of ‘“public interest law
firms,"” that is, groups desiring to
litigate in the public interest. An in-
tensive study of the issues was
undertaken and submissions were
solicited from interested parties.
The study resulted in announce.
ment of guidelines under which
public interest law firms will be
issued rulings recognizing them as
charitable where they engage in liti-
gation that can reasonably be said
to represent a broad public rather
than private interest.

Special Committee on

Life Insurance Company

Tax Problems

A Special Committee on Life In-
surance Company Tax Probiems
was established to study and re-
solve controversial issues raised in
connection with examinations of
Federal income tax returns of life

insurance companies. The com-
mittee will meet with industry rep-
resentatives in an effort to resolve
any issues that may be identified.
The Committee consists of repre-
sentatives from the offices of As-
sistant Secretary for Tax Policy,
Assistant Attorney General, Tax
Division, Assistant Commissioner
(Technical), Assistant Commis-
sioner (Compliance), and Chief
Counsel.

Tax Return Forms
Updated and Improved

The Tax Reform Act of 1969 re-
quired development of several new
forms, revision of existing forms,
up-dating instructions, and distri-
bution of current information to
employers on the correct amount of
income tax to withhold. The most
significant and rewarding effort was
made in the individual income tax
return, Form 1040, area where
Service efforts were aided by the
results of a survey conducted by a
private firm. There was widespread
satisfaction with the format and
other changes made in the 1970
Form 1040 and its related forms
and schedules. A special document,
Publication 713, was also issued
to assist individuals in computing
their estimated income tax.

Many of the technical changes
made implement features con-
tained in the Tax Reform Act of
1969, but most revisions, rear-
rangements, and design changes
were based on analysis of surveys
of taxpayer and Service experience
with the “single form" Form 1040
introduced in 1969.

A Form 4683, U.S. Information

" Return on Foreign Banks, Securi-

ties, and Other Financial Accounts
was issued this year. If a return
filer answered ‘‘yes” to the ques-
tion appearing on his income tax
return, indicating he had an in-
terest in or control over such an
account, he was required to submit
Form 4683 with his return. This
information is needed to promote
the Government's overall efforts in
combating organized crime and tax

evasion. Extreme care will be ex-
ercised in control and use made of
this information to protect the
privacy of citizens.

Information explaining new deposi-
tary rules was made available to

-persons required to withhold in-

come tax or make deposits of ex-
cise taxes. Some changes took ef-
fect at varying dates during the
year, which made it somewhat more
difficult to clarify the rules.

A revised Form 990, Return of Or-
ganizations Exempt from Income
Tax, replaced four forms formerly
in use (Forms 990, 990~(SF),
990-A, and 990A(SF). A thorough
review based on comments soli-
cited from practitioner groups and
Service personne! is presently un-
derway to determine what further
improvements can be made in this
area.

A list of new forms and forms which
have been eliminated, transferred,
or reinstated, appears on page 90.

Centralized Review
of Public-Use Forms

and Form Letters

The centralized review of public-use
forms and form letters, insures
that tone, quality, and clarity are
maintained at a high level.

More than 3,000 field office forms
were reviewed-—this follows review
last year of National Office forms.
New or revised forms were reviewed
as they were proposed.

Taxpayer Publications

Mark Anniversary

This year the Service marked the
thirtieth anniversary of its program
to provide taxpayers with plain-
language materials for self-help in
preparing their tax returns. The
series of articles for publication in
newspapers under the title Your
Federal Income Tax first appeared
in 1940. Several years later an ex-
panded version of those articles
was collected and published in a

Informing and Assisting Taxpayers / 9




booklet offered for sale to the pub-
lic. The introductory remarks in
that booklet stated that it was *‘de-
signed as an aid to a ready under-
standing of the principles on which
our income tax laws for individuals
arebased . . ."

From that modest start, the annual
revisions of the now familiar “'blue
book’' entitled Your Federal income
Tax have gained wide popularity as
a reliable, easy-to-use source of all
the information most taxpayers or-
dinarily need in filing their indi-
vidual returns. Total annual sales
exceed 14 million.

The success of that first publication
established the Taxpayer Publica-
tions program as a major part of
the effort by the Service to provide
taxpayer assistance. New develop-
ments in tax laws precipitated a
demand for additional publications
to provide information taxpayers
need under our system of volun-
tary compliance. Some of the first
publications in response to that
need were Tax Guide for Small
Business, Farmer's Tax Guide, and
reprints of selected chapters from
Your Federal Income Tax.

In recent years it has become nec-
essary to carefully choose material
to be included in annual revisions
of Your Federal Income Tax, Tax
Guide for Small Business, and
Farmer's Tax Guide, so that they
do not become unwieldy. As a re-
sult, there are now more than 80
separate publications in addition to
the major-booklets. Separate pub-
lications that were initially chapter
reprints have been expanded to in-
clude detailed information not con-
tained in Your Federal Income Tax
or Tax Guide for Small Business.

Most publications were revised
during the year to reflect new de-
velopments in the tax law, and ma-
terial in selected publications was
rearranged and rephrased to im-
prove appearance and readability.
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New publications added this year
inctude Excise Tax Information on
Imported Foreign-Made Automo-
biles and a Comprehensive Tax
Guide to United States Civil Service
Retirement Benefits.

For further information about cur-
rent publications see page 88.

Regulations Aid
Uniform Administration

of Revenue Laws

The Service continued the mostam-
bitious tax regulation writing pro-
gram ever attempted. The Tax Re-
form Act of 1969 required the Serv-
ice to issue regulations to provide
interpretative assistance to taxpay-
ers in record time. That Act alone
requires preparation of 179 regu-
lations projects. Each project was
scheduled for completion in ac-
cordance with a list of priorities so
regulations could be issued in
order of greatest need. The follow-
ing publications appeared in the
Federal Register on projects asso-
ciated with the Tax Reform Act: 28
Treasury decisions containing final
regulations; 9 Treasury decisions
containing temporary regulations;
and 68 notices of proposed rule
making. These publications in-
cluded such difficult and important
areas as private foundations, char-
itable contributions, minimum tax,
stock dividends, and real estate de-
preciation. With respect to other
projects not under the Tax Reform
Act, the following publications ap-
peared: 25 Treasury decisions con-
taining final regulations; 6 Treasury
decisions containing temporary
regulations, and 27 notices of pro-
posed rule making. The most signi-
ficant Treasury decision published
in this category concerned the new
Asset Depreciation Range System.

Regulations ordinarily appear first
in a notice of proposed rule making
which invites written comments on
proposed regulations and informs
the public that a hearing may be re-
quested. To make these public
hearings more useful in developing
responsive regulations, the State-
ment of Procedural Rules of the In-

ternal Revenue Service was
amended to provide ground rules
for conducting hearings.

New rules provide that anyone de-
siring to be heard at a public hear-
ing must submit written comments
or suggestions relating to proposed
regulations within the time speci-
fied in the notice. Such persons are
required to submit a written outline
of topics they will discuss at the
public hearing, together with an
estimate of the amount of time re-
quired for each topic. On Novem-
ber 18, the first public hearing us-
ing these new rules was held. Dur-
ing the year, 15 public hearings
were held on the provisions of pro-
posed regulations and were at-
tended by approximately 1120
taxpayers or their representatives.

Alcohal and Tobacco Industries,
and Firearms Licensees
Notified of Technical Changes
The Service continued its program
of issuing circulars to apprise al-
cohol and tobacco industries and
firearms licensees of the require-
ment of laws, regulations, rulings
and procedures.

Of the 31 circulars issued the ma-
jority dealt with related documents
such as Treasury Decisions and
Revenue Rulings. Two pertained to
continued use of plastic liguor bot-
tles on an experimental basis, and
another pertained to an agreement
between the French and American
Governments for maintaining ge-
neric integrity of bourbon whisky
and certain French brandies.

Receipts
Refunds
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Receipts

The steady increases in Federai tax
collections, starting in 1959, ended
in 1971. Total receipts of $191.6
billion this year were 2.1 percent
below the record 195.7 billion col-
lected in 1970.

While five of the seven major
classes of tax reported gains, the
decline in individual and corporate
income taxes was sufficient to
cause an overall decrease.

Individual income tax receipts of
$100.8 billion, were down 2.8%
from last year.

The decline in individual and cor-
poration receipts can be attributed
in part to the elimination of the 5%
surcharge effective at the begin-
ning of the fiscal year.

Corporation tax receipts for 1971
of $30.3 billion represent a decline
for the second consecutive year.
An 8.6 percent ($3.3 billion) drop

Tax Collections From All Sources

Billions of Dollars

Excise tax revenue rose to a record
$16.9 billion, 6.19 above 1970
collections. As shown by the chart
on the preceding page which pre-
sents data for the past ten.years,
excise tax collections dropped
sharply in 1966, taking three years
to exceed the 1965 level. The 1966
decline was caused by the Excise
Tax Reduction Act of 1965. There-
after, excise tax receipts have
steadily risen. Restoration of auto-

mobile and communications taxes -

under the Tax Adjustment Act of
1966, and the Revenue and Ex-
peniture Control Act of 1968 along
with additional excises under the
Airport and Airways Development
Act of 1970, have brought excise
tax collections to new highs. New
airways taxes include: a five per-
cent tax on cargo, an aircraft use
tax based on weight and mode of
propuision, a $3.00 head tax on
flights abroad and to the states of
Alaska and Hawaii, and a 7 cents
per gallon tax on general aviation
fuel.

Refunds

Approximately two-thirds of the
country's taxpayers overpay their
taxes each year. Providing there are
no errors in returns when filed, re-
funds are normaliy paid within six
weeks. 55.9 million taxpayers re-
ceived $19 billion in refunds in
1971 including $132.1 million in
interest. The average refund in
1971 was $340, compared to $293
in 1970. The average amount of in-
terest per dollar refunded was 0.7
cents, maintaining the record low
reached last year. Emphasis on ex-
peditious refunding is illustrated in
the chart at the right which shows
the relationship of refunded princi-
pal to interest paid from 1966
through 1971.

Decline in Interest Paid
per Dollar Refunded
fy 1966 through 1971
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- was recorded in 1970 and a 13.4 Individusl " Employment Extate and Excise taxes

percent ($4.7 billion) drop this cr?cm':!:::u income taxes taxes gift texes Gross collections by class of ta'x

year. While the decline of $4.7 bil- I for 1970.and 1971 are shown in [

lion is the second largest ever re- the following table. 1966 1967 1968 1969 1970 1971
corded, the percentage of decrease 1971 Excise Tax Collections Reach Record High / 1962-1971

(13.4 percent) was exceeded in

1946, 1947 and again in 1955. Billions of Dollars 16.9 '

Gross internal revenue collections
Federal Unemployment Tax Act

(FUTA) ofiecti increased $196 {Dotiars in thousands. For details see table 1, p. 100.
collections tncre

million, up 25.3 percent. Two fac- , Porcontol . , - Incroase or decrease
tors account for this increase. First, Source - collections 1970 1971 - Amount Percent
|n|t|a‘noln 'Iat: '2 f;scal 1?7F9UT‘: Grand total t ! 100.0 $195,722,096 ° $191,647,198 4074898 —2.1
Quarterly instead o anm;la rol Income taxes, totas 68.4 138,688,568 131,072,374 = —7.616194  —5.5
payments and second, phasing-in , Corporation : 15.9 35,036,983 30,319,953 . —4,717,030 —135
increased deposit requirements. Individual, total 52.6 103,651,585 100,752,421 —2,899,164 —2.8
The one third tax deposit require- Withheld by employers 1 399 77,416,070 76,490,128 —925,942 —1.2
ment per calendar quarter in 1970 Other 2 12.6 26,235,515 24,262,293 —1,973,222 —7.5
was increased to two thirds in Employment taxes, total 20.8 37,449,188 39,918,690 2,469,502 6.6
1971 Old-age and disability insurance, total 19.8 35,692,198 37,902,403 . 2,210,295 6.2
. Federal insurance contribution 18.7 33,750,005 35,954,752 - 2,204,747 6.5
Setf-employment insurance contribu:

. tions 1.0 1,942,193 1,947,651 5,548 0.3
Unemployment insurance 0.5 776,139 927,409 196,270 . 25.3
Railroad retirement 0.5 980,851 1,043,878 63,027 6.4
Estate and gift taxes 2.0 3,680,076 3,784,283 104,207 . 2.8
Excise taxes, totat 8.8 15,904,264 16,871,851 967,587 6.1
Alcohol 2.5 4,746,382 ' 4,800,482 54,100 1.1
Tobacco 1.2 2,094,212 . 2,206,585 112,373 5.4
Other : 5.1 9,063,670 9,864,784 801,114+ 88

1C i are adj d to transferred to the amount of old-age and di i shown

Government of Guam, For detanls see table 1, p.100 and footnote is based on estimates made hy the Secremrg of the Treasury

5. Dlll pursuant to the provisions of sec. 201(a) of the Social Security

Act as amended, and includes all old-age and disability insurance

: —C of i ncome tax withheld are taxes. The estimates shown for the 2 classes of mmv:?ual income

not reported sepurntely from_old-age and disability insurance

taxes on wages and salaries. Similarly, collections on |ndmdual loxes wsrol derived by subtraclmg the ol(doral: ,‘,’;gn‘;ﬁ‘"""’

lncome tax not withheld are not reponed separately from old-a
nd Yy income. Tl e rRevised.

1962 1963 1984 1965 1966 1967 1968 1989 1970 13N

*Effect of excise tax reduction act of 1965
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Internal R [
[ For refunds by region and district, see table 5, p.112

Amount refunded mount of
Type of tax Number (prlm:lpll and interest— interest included
thousand dollars) (thousand doillars)
1970 1971 1970 1971 1970 1971
Total refunds of internal revenuet : 55,274,474 K 55,916,604 16,188,109 19,022,566 112,922 132,140
Corporation income taxe: d . 203,548 264,291 2,278,530 3,622,489 70,877 87,111
tndividual income and employment
taxes. total 3 ploY 55,015,066 55,596,555 13,666,578 15,083,752 33,474 35,526 )
Excessive prepayment income tax 1 54,328,644 54,285,510 13,018,068 14,207,752 17,915 18,498
Other income tax and Federal lnsur-
ance Contributions Act taxes 654,113 1,263,196 641,226 866,701 15,331 16,644
Railroad retirement 469 720 . 285 56
Unemployment insurance 31,840 47,303 6,564 9,014 220 328
Estate tax 11,647 12,789 38,592 52,757 4,985 6,386
1,552 1,705 2,385 3,2 337 399
Echse iaxes, total 7 42,661 41, 1264 202,024 260,332 3,249 2,719
Alcohot taxes ¢ 9,456 8,918 100,133 104,911 7 25
Tabacco taxes ¢ 277 234 1,360 1,566 ) (&)
Mnnufacturers and retailers’ excise
taxes, total 5,127 4,636 74,436 128,583 734 437
Gasoline used on farms 611 369 36,900 82,638
Gasnllne. nonhighway 1,489 1,291 16,144 19,275
Othe 3,027 2,976 27,373 26,670
All other excise taxes * 27,801 27,476 26,115 25,272 2,508 257
1 Figures have not been reduced to refiect reimbursements: from ¢ drawb; and stamps r

lhegFederal O\d-Age and Survivors, Federal Disability, and Federal
Hospital Insurance Trust Funds amountlng to $
1970 and $517,614, 000 in 1971 from the Hi

$308,094.000 in gasoline and other aviation fuel.

gshmra "Trust Fund
amountlng to séz. 000 in 1970 and $122 00 in 1971;
and from the Unem) | yment Trust Fund ‘amounting to $6,500,000 excise tax refun

in 1970 and $122,512,000 in 1971

2 Net of 113,595 undeliverable Checks totaling $14,1
ig;? and 96,148 undeliverable checks totaling $14

1Includes refunds "'not otherwise classified.”

More than 98 percent of refunds
for all types of tax and almost 80
percent of the dollars were paid to
individual taxpayers. Nearly 19
percent of the dollars refunded
went to corporations, although,
they received less than two percent
of the checks issued. Refunds for
other tax classes and related” de-
tails are shown in the accompany-
ing table.

Returns Filed

in 1971, 111.4 million returns
were received—a decrease of 1.7
million. For the first time since
1957 taxpayers filed fewer individ-
ual tax returns than in the previ-
ous year. Although receipts of
most other types of returns in-
creased, a decrease of 1.9 million
Iindividual Form 1040 returns
more than offset the increases.
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1 Excludes gnsohne tax refunds.
¢ Includes excise FICA credits,
*Less than $500.

82,000 in
547,000 in

Number of returns filed, by principal type of return

¥ includes lubricating oil used far nonhighway purposes, aviation

¢ Includes mvcmﬁ use tax, interest equalization, and other

|Figures in thousands, For details, see table 6, p. 113
Type of return
Grand total
income tax, totel
individual and fiduciary, total

aliens, total
All other lndlvidual und hducmry

Declarations ot estimated tax, total

individual
Corporation

Partnerships
Corporations
Othe:
Employment tax, total
Employers’ Fcrm 941

42
Empioyers’ Furm 943 (agncuuural emy loyees)
Railroad retirement, Forms CT- {
Unemployment insurance, Form 940

Estate tax

tax
Excise tax, total

Qccupstional tax

Form 720 (retailers, manufacturers, etc.)
Alcohol

Tobacco

nghway use tax

Other

r Revised.

1970
113,073

89,225

78,370

77,069
1,301

7,375
7.375
NA

937
1,726
817

21,994
15,739
3,998
535

18
1,704
132
148

¢ 1,580

1971
111,847
87,842
76,620
75,280
1,340
7,408
7.408
NA
1,052
1,821
942
21,889
15,757
3,854
501
16
1,761
149
165
1,201
701
308
22

5
237
127

High-Low Weekly Receipts of Form 1040
During Filing Period, Fy 1968-1971

Millions of Returns

5 12 19
February

2% 5

19 26 2
March

The reduction in Form 1040 re-
ceipts resulted from the Tax Re-
form Act of 1969 which raised the
minimum income filing require-
ment and provided for a low-
income withholding exemption
option.

The weekly Form 1040 receipts
chart shows a 4-year composite
of the highest and lowest weekly
receipts.

The chart at the left reveals two
distinct peaks; one caused by early
filers expecting refunds, the other
by last minute filers. The chart
shows a stable filing pattern over
a 4.year period.

The chart below shows that 73%
of individual returns filed in 1971
generated refunds. Full-paid re-
turns (i.e., where the taxpayer
attached a remittance equal to the
balance of tax due) accounted for
19 percent of the total. The re-
maining 8 percent represented the
unpaid and nontaxable categories.

About 3 out of Every 4
Forms 1040 Filed in 1971

Decline in Number of Returns Filed

Millions

784 455

L

Individual
and fiduclary

of estimated
tax -

Reflected Overpayments

Total

1970 113.0
1971 1114

73%—Overpaid
49,—Non-Taxable
199, —Full Paid
4% —Balance Due

Exciso »i
al} other
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Mathematical Verification
in 1971, fewer taxpayers made
mistakes on their Form 1040 re-
turns—1 in 16 as compared to
1in12for 1970.

More than 72 million individual
returns were mathematicaliy veri-
fied in 1971. Errors were detected
resulting in upward tax liability
adjustment of $313 million on 2.9
milfion returns.

The system also identified returns
of 1.7 million taxpayers who made
errors against themselves by re-
porting $140 million in taxes not
due.

The net yield to the Government
from verification of individual re-
turns was $173 million for the
year, or $2.37 per return verified.

The Service also validated more
than 7 million claims of estimated
tax credits totaling $17.1 billion.
Estimated tax credits of $16.9
billion were allowed resulting in a
net yield of $232 million.

Individual income tax returns mathematically verified

itam

Number

Number of returns on which
changes were made

Returns with increase:

umber

Amount

Returns with decrease:
Number
Amount

Net Yield: '
Total

Average per return verified

is7o is7i
thousands 88,355 72,938
do 7,020 4,647
do 4,178 2,905
thousand dollars 506,962 313,052 ~
ousands 2.842 1,742
thousand Gatiars 212,260 140,235
do 294,701 172,817
dollars 334 5.37

*Decline in number of returns mathematically verified is due to fewer returns carried over
from the prior fiscal year when a record number of returns were verified.

Income Sources Reported

on Magnetic Tape Increases
The Service received almost 360
million information documents (re-
porting wages, interest and divi-
dends) in 1971-—representing
paper volume sufficient to fill more
than 35 boxcars. Almost 70 million
of these information documents
were submitted on magnetic tape,
saving the Service and over 4,600
banks, corporations and other busi-
nesses the burden of handling the

equivalent of seven boxcars of
paper.

Information Documents—
Magnetic Tape Reporting

Docisment !
Tax . (thou- Reporting
year sands) entities
1966 . 26,248 591
1967 36,492 1,048
1968 47,686 2:426
19869 58,951 2,963
1970 68,. 4,637

The volume of retums received requires
much with

This machine prints letters and nonces
at the rate of 900 lines a minute which are
mailed to taxpayers who owe a balance of,
tax or to those who have improperly filled
out their tax forms. it would take the aver-
age typist 5 hours to do what this machine
can do in 1 minute.

Enforcement
. Activifies
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Expanding Audit Program

The audit enforcement program
covers all categories of taxpayers.
It uses men and machines with
special techniques to meet chang-
ing conditions. Computers identi-
fied most returns examined during
1971 by ranking them according
to potential tax error.

Once identified, the potential-error
returns are assigned to revenue
agents or tax auditors. Working at
the taxpayer's place of business,
revenue agents examine high-in-
come, complex returns that require
professional accounting skills. Tax
auditors examine returns with less
complex issues, generally by inter-
view at a Service office or by cor-
respondence. In 1970, to gain
maximum use of limited manpower,
tax auditors began to conduct ex-
aminations at the taxpayer's place
of business in appropriate circum-
stances.

Computers Select

Returns for Audit

Success of Audit enforcement pro-
grams depends largely on sefection
of returns for examination.

Manual audit selection methods
posed serious problems because
they drained off experienced man-
power needed in the examination
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activity. The Service had to find
more economical and scientific ap-
proaches to select returns for audit.
By the mid-1960's computers were
gradually replacing the extensive
manpower devoted to classifying
returns for audit.

In 1969, the Service introduced
the Discriminant Function System
(DIF), to select returns for exami-
nation. Through the use of com-
puters, all individual returns are
classified by the same procedures.
Mathematical formulae are used
to rank returns by error potential
and those having the highest prob-
abilty of error are selected for audit.

The advantages of the Discriminant
Function System are readily ap-

parent. The higher ranked returns -

have produced the higher tax yield,
and the classification process has
become more equitable, because all
returns throughout the United
States are screened using the same
criteria. Another advantage is fewer
audits that do not result in tax
changes thus improving taxpayer
relations and operational efficiency.

More

Computer-Assisted Audits

To cope with an increasing reli-
ance by businesses on computer-
ized accounting systems, the Serv-
ice is redesigning and improving

its computer auditing techniques
and is training personnel to con-
duct these more difficult audits.

Computer audit specialist posi-
tions have been established in field
offices. Recently, a group of ex-
perienced revenue agents received
10 weeks of intensive classroom
training in data processing, fol-
lowed by 4 to 6 months of on-the-
job training. These specialists will
assist Revenue Agents in planning
examinations using computer-
assisted techniques and set up
procedures to achieve audit objec-
tives. A Programmed Audit Library
is being developed to permit ex-
aminers with limited data process-
ing experience to use computer-
assisted techniques.

Revenue Ruling 71-20 requires
taxpayers to retain pertinent
punched cards, magnetic tapes,
and other machine-sensible tax
data. Since not ali data are needed
in a tax examination, a group of
revenue agents have been trained
to respond to requests from tax-
payers with computerized account-
ing systems in determining which
records to retain.

Experienced revenue agents were given
intensive training in data processing
leading to their development as computer
audit specialists. They now plan and
initiate procedures in field offices to
make efficient use of computers in tax
examinations.

Greater Emphasis on
Coordinated Examinations

A significant phase of audit activ-
ity is the Coordinated Examina-
tion Program through which the
Service audits the largest U.S. tax-
payers. There are 1,544 cases in
the program, covering 45,452 en-
tities, diverse activities, and widely
dispersed operations.

Specialized techniques and pro-
cedures are used to examine large
cases. Following an audit plan, the
examination is managed and di-
rected by a case manager and con-
ducted by a team of revenue
agents.

An audit team consists of two or
more revenue agents and special-
ist agents as needed, such as engi-
neers or international and pension
trust examiners. During 1971, one
coordinated examination was con-
ducted by an audit team consisting
of 55 revenue agents and 17 spe-
cialists. The taxpayer is a conglom-
erate made up of 122 entities,
located in 20 major cities and sev-
eral foreign countries. This type of
examination has an impact on

-many district offices; therefore, the

focal point of program manage-
ment is the National Office.

As a byproduct of the Coordinated
Examination Program, the Service
has held numerous special meet-
ings with various industries to dis-
cuss treatment of industry-wide
issues. These meetings are at-
tended by industry representatives
and Treasury Department and In-
ternal Revenue Service officials.

Audit Explores

Loca! ‘Noncompliance Areas
The Service looks for noncompti-
ance and its reasons and remedies.
Factors contributing to noncom-
pliance include weaknesses in in-
formation-gathering methods, in-
effective sanctions, and insufficient
enforcement resources. Program
areas involved such diverse enter-
prises and occupations as bonding
companies, credit card sales, taxi-

Number of tax returns examined

{Figures in thousands]
-

. Total Fleld office
Type of raturn " 1970 1971 1870 1971 1970 1871
’ Grand total 2,010 1,646 623 . 566 1,386 1,080
Income tax, total 1,842 1,487 . 484 429 1,358 1,058
Corporation 160 180 159 ' 129 1 1
ipdvidusl and figuelary 1672 132 R R E WY
: Eémienndglﬁtax_ . 3 41 32 36 4 4
" Excise and employmenttax < 131 117 ' 107 = 100 28~ 18

Note.—The decline in number of returns examined is due in part to

1) additional time

required to complete audits of more complex nonbusiness returns; 52; additional time
required for coordinated examinations of large corporate returns; and (3) increases in

work in process.
1less than $500.

cab fleets, redevelopment authori-
ties, physicians, savings and loan
associations, door-to-door sales
companies and orchestra leaders.

In one example, the Service found
a correlation between the reporting
of secondary income by ‘‘moon-
lighting'’ college instructors and
issuing of income information re-
ports (Forms W2 or 1099) by the
employing institution. Returns of
a group of instructors teaching
evening courses at various State
colleges were examined where
those in charge of the adult edu-
cation program prepared and is-
sued wage information returns.
The examination showed that, even
when there was no withholding,
virtually all instructors inciuded
payments on their tax returns. By
contrast, the Service found wide-
spread underreporting on returns
of a similar group of evening.
school instructors where wage in-
formation returns were not issued.

Results of
Examination Activity

Of the 1.6 million returns ex-
amined in 1971, 1 million resulted
in recommended assessment of
additional tax. Dollar recommenda-
tions from Audit activity amounted
to $3.4 billion.

The table at the top of the page
shows the number of returns exam-
ined in 1970 and 1971 by type of
tax.

Claims for Refund

While the tax consciousness of
most taxpayers revolved around
liabitities they have to pay, there is
a brighter side for many. Fre-
quently, taxpayers find they have
‘overpaid their tax, due to failure to
claim proper credit for taxes paid,
or from making improper adjust-
ments to income, or failing to claim
all allowable deductions.

Since the number of claims in-
creases with growth in the number
of returns filed, new methods are
necessary to provide prompt serv-
ice to taxpayers despite the in-
creased workload. In 1969, the
Service introduced a new Form
1040X to simplify the claim for re-
fund fited by individual taxpayers.
Simplicity in preparation and proc-
essing has proved so successful
that in 1970 a Form 1120X was in-
troduced for corporate taxpayers.
These new forms and related pro-
cedures expedite refunds by per-
mitting most determinations to be
made without contact with the
taxpayer.
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Percent of Total Examination
Time by Type of Tax

49.6%—Individuat and Fiduciary

32.9%—Corporation
6.1%—Estate

11.4%—All Other*

*tncludes gift, exempt organizations, exciso and
employment taxes.

Percent of Total Returns
Examined by type of Tax

81.8%—Individual and Fiduciary
2.0%—Estate
7.9%—Corporation
8.3%—All Other*

*Includes glft, exempt organizations, excise snd
employment tax returns.

Percent of Total Additional
Tax Recommended by
Type of Tax

4.8%

56.89%-—Corporation

4.8%—All Other*
12.1%—Estate
26.3%—Individual and Fiduciary

*Includes gift, exempt organizations, excise and

employment tax rturns.

Joint Committee Reviews
Large Overassessments

A report on all refunds and credits
on income, estate and gift taxes
over $100,000 must be sent to the
Joint Committee on Internal Reve-
nue Taxation for review. During
1971, 790 cases involving over-
assessments of $518.3 million
were reported to the Joint Commit-
tee, as compared with 638 cases
and $331.2 million in overassess-
mentsin 1970.

Exempt Organization
Program Strengthened

The exempt organization audit pro-
gram was reorganized and ex-
panded in 1970. Emphasis was
placed on perfecting and tighten-
ing operations and procedures
while improving returns examina-
tion, determination letters, and
the Exempt Organization Master
File (EOMF). An overriding con-
sideration in all areas was meeting
the increased burden generated by
the Tax Reform Act of 1969.
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Steady Growth in Number of Exempt Organizations

on Master File / 1967-1971

Hundred Thousands

1967 1968

1969

1970

1971

Number of Tax Returns Examined

Thousands

2,009

Totel Individual
&l

exsmpt
fiduciary organization

carporitionl Estate.
and end gift

Additional Tax and Penalties Recommended

Millions of Dollars

3,408

Excise Totat

an al
employment fiduciary

Master File System

is Keystone

The Exempt Organization Master
File (EOMF) is the basic too! for
managing the Service's exempt or-
ganization program. [t encom-
passes a constantly changing file
of returns data used to provide
historic and current information.

The EOMF was revised this year to
meet multiple provisions of the
Tax Reform Act and to meet the
Service's increased needs for ex-
empt organization data. A recent
important innovation makes pos-
sible a microfilm record of the com-
plete return and schedules of each
exempt organization in key dis-
tricts for public inspeciton and dis-
trict office use. A new returns regis-
ter is being produced for research
and control, and a new report of
results of audit examinations is
being developed to aid in planning
and directing the audit program.

Exempt Organization

Audit Activity Increased
Manpower devoted to exempt or-
ganization audits increased 41.5
percent over 1970 and the number
of exempt organizations audited
increased 32 percent. A balance is
sought between maintaining broad
geographic coverage of all types of
exempt organizations and assuring,
by means of thorough audits, that
larger organizations are operating
within the scope of their exempt
status.

All  field exempt organization
activity is centralized in 16 key
districts throughout the United
States. Each key district covers a
wide area and has at least one
group of specially trained agents
who conduct examinations of ex-
empt organizations and process ap-
plications for exemption. To pro-
vide more uniformity, more effec-
tive supervision, and better use of
manpower, certain aspects of the

Individual

Corporation Estate Exclse
and and gift end
amployment

exampt
organization

key district concept were realigned
during the year and audit review
procedures strengthened.

To acquaint examiners with the new
exempt organizations provisions of
the Tax Reform Act of 1969, semi-
nars were held in selected district
offices.

Private Foundation

Status Requirements

The Tax Reform Act of 1969 re-
quired some exempt organizations
to notify the Service of their *'pri-
vate foundation status' for ruling
purposes. To help these organiza-
tions meet the requirement, ques-
tionnaires were mailed to 108,000
active entities listed in the EOMF.
Most responding organizations
have received rulings. The balance
of the responses have been for-
warded to key districts for resolu-
tion after the issuance of final
regulations.
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Survey of Private

Tax-Exempt Schools

On July 10, 1970, the Service an-
nounced that it could not justify
tax exemption or allow charitable
contributions to educational insti-
tutions having a racially discrimina-
tory admissions policy. A question-
naire requesting information on ad-
- missions policies was sent to
5,000 private educational institu-
tions.

When a school does not establish
that it has a racially nondiscrimi-
natory admissions policy, an out-
standing ruling of exemption is
withdrawn. A school seeking to
clarify or change its policies and
procedures is given a reasonable
opportunity to do so to retain its
ruling of Federal tax exemption.

Airways Taxes Program
The Airport and Airway Revenue
Act of 1970 increases the tax on
air travel and imposed new taxes
on foreign departures, air freight,
aviation fuel, and use of civil air-
craft.
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An audit program was begun to
encourage voluntary compliance,
and to prevent the accumuiation of
large tax liabilities which would be
difficult to recover from travelers
and shippers. To inform taxpayers
of their liability, the Service de-
signed forms to secure informa-.
tion compatible with data available
from the Federal Aviation Adminis-
tration.

Art Panel Assists

in Evaluations |

A panel of 10 art experts, estab-
lished in 1968, was expanded to
18 in 1971, This panel assists the
Service in determining whether
realistic fair market value apprais-
als have been placed on donated
works of art and art objects valued
for estate tax purposes.

The panel reviewed 493 works of
art valued for tax purposes at
$14.3 million. Recommendations
included a reduction in value
placed on art objects claimed as
contributions from $7.5 million to
$4.1 million; and an increase in
value on art objects included in
estates from $6.8 million to $8.6

Members of the Art Advisory Panel meet
with Service officials to assist in deter-
mining the fair market vatue of works of
art. Pictured above are: seated feft to
right, Kart Ruhe, IRS, Mrs. Esther W.
Robles, Kenneth Donahue, Dr. Richard
Brown; standing left to right, Thomas P.
Hartnett, RS, Eugene V. Thaw, Harold T.
Swartz, IRS, Assistant Commissioner
(Technical), Louis Goldenberg, Dr. Merrili
C. Rueppel), Dr. George H. Hamiiton, and
Bartlett H. Hayes.

million. In the last 3 years,
changes in fair market value rec-
ommended by the panel totalled
$15.5 million. A list of members
of the art panel appears on page
75.

Advertising by Commercial
Tax Return Preparers
Taxpayers seeking assistance from
commercial tax return preparers
have increased sharply in recent
years. This trend has created prob-
lems because some firms offering
a tax return preparation service
have engaged in questionable ad-
vertising, sometimes distorting
facts. Questionable advertisements
included:

(1) implication that the firm could
represent taxpayers before the

UTIYIVE, (&) SUBBSSUVI VI a apst
cial relationship with the Service;
(3) presentation of misleading
figures on the number of self-
prepared returns that err in favor
of the Government; and (4) exag-
geration of normal refund statistics
to imply that the firm has a special
ability to get refunds.

The Service together with the Fed-
eral Trade Commission is consider-
ing how to deal with tax service ad-
vertising abuses.

Appeals System
Provided for Taxpayers

Taxpayer Has Opportunities For
Independent Administrative
Review

Proposed adjustments to reported
tax liabilities are not always re-
solved upon first examination. A
long-standing policy of the Service
is to provide administrative appeal
procedures to enable taxpayer to
settle cases promptiy, without
litigation, on a fair and impartial
basis.

In the overwhelming majority of
cases a mutually agreeable solu-
tion is reached. The success of the
procedures is evidenced by the fact
that during the last 5 years over
98 percent of all disputed cases
were closed without trial.

These procedures give the tax-
payer two levels of appeal before
possible litigation. The first level
operates through 58 district con-
ference staffs and the second
through 40 regional appellate divi-
sion offices. If need arises, hear-
ings at either level may be held at
other locations. Issues are con-
sidered relating to all internal rev-
enue taxes except those on al-
cohol, tobacco, firearms, narcotics,
and wagering. Issues range from
the most elementary to the most
complex and involve proposed lia-
bilities from a few doltars to mil-
lions of dollars.

Early Informal Hearing Provided
The appeal procedures stress in-
formality and are designed to
achieve disposition of cantested

cases with minimum inconveni-’

ence, expense, and delay to the
taxpayer. To that end, taxpayers
are encouraged to take advantage
of a district conference.

At district and appellate levels, a
conference is offered promptly
after the case is received. Con-
venience to the taxpayer as to date
and time is carefully considered. In
office audit cases the taxpayer has
an opportunity for an immediate
conference at the time of examina-
tion, if he desires, and circum-
stances permit. When the disputed
tax is less than $2,500, a written
protest is not required for a dis-
trict conference. The same rule ap-
plies in the regional appellate
office, provided the taxpayer has
first attended a district conference.

Both offices are independent of the
examination branch and give im-

. partial consideration to the issues.

The taxpayer may represent him-

self or be represented by counsel.

Unique Authority of

the Appellate Division
Regional appellate offices may dis-
pose of cases by taking into ac-
count hazards of litigation, that is,
uncertainty as to outcome in the
event of trial.

This unique authority has been
granted to the appellate division as
part of the Service's program to
keep litigation at a minimum.

Other Avenues for

the Taxpayer

If agreement is not reached at
either district or regional level, the
taxpayer can, in most cases, file an
appeal with the Tax Court. Even
though this is done, and the case
is docketed for trial, appellate pro-
cedures continue in an effort to
reach settlement. As an alternative
to trial in the Tax Court, the tax-
payer can bring suit in the Court
of Claims or a United States dis-
trict court. This requires payment
of the proposed tax deficiency,
followed by filing of a claim for
refund. Upon denial or a 6-month’s
lapse from filing of the claim, suit
can be initiated.

In 1971 the appeals functions dis-
posed of 51,419 cases by agree-
ment; 965 cases were decided by
the Tax Court; and 450 cases de-
cided by the district courts and
Court of Claims.

About half of the cases closed by
agreement were at the district lavel
and half at the regional level. Dis-
trict conference staffs obtained
agreements on about two-thirds of
the cases they closed. District ac-
tivity is set forth in the table below.

Appellate Receipts

and Disposals

Case receipts in appellate division
offices have been quite even over
the past 3 years—33,103, 33,099,
and 32,682. Total disposals for
1971 were higher (2.1 percent)
than those for 1970. Inventory was
very close to that of the preceding
year.

District conference case work-load
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The major portion (about 80 per-
cent) of the appellate workload
consists of cases that have not been
docketed with the Tax Court. In
1971, 79 percent of these cases
were ciosed by agreement with the
taxpayer. Agreement on cases of
this kind have averaged 81 percent
over the past 5 years.

Taxpayers filed petitions for hear-
ings before the Tax Court in 8,299
casesin 1971, an increase of 1,331
over the prior year. For 1971, 80
percent of all docketed case dis-
posals were closed by agreement
and 87 percent without trial.

The following table and chart shows
the processing of both nondocketed
and docketed cases in 1970 and
1971. (For additional information
see tables 18 and 19, page 122.)

a 1t Divies

of all cases for 1970-1971 (Income, estate, gift,

excise, omplaymen't'. and offers-in-compromise)

Status

Pending July 1

Received

Disposed of, tota!
By agreement

Number of cases
1970 1871
. 32,027  r 33,468

33,099 32,682
31,981 32,659
26,026 25,804

Unagreed (overassessments, claims, excise, employment,

and offer-in-compromise rejections)

1,249 1,474

By taxpayer detault on statutory notice or dismissal by

Tax Court
By petition to the Tax Court
Tried in the Tax Court
Pending Jupe 30
* Revised.

Unpaid Taxes Increase

Most taxpayers pay the full amount
- of tax reported due when filing tax
" returns, however, there are those
who do not. Some taxpayers make
errors on their returns, while others
are found to owe money after an

1,457 1,602
2.303 2,814
946 965

33,145 33,491

audit is made. These circumstances
resulted in 2.8 million delinquent
accounts in 1971, which is
197,000 or 8 percent more than
last year. Reflecting this increase,
the amount of delinquent tax in-
volved rose $196 million, or 6 per- .
cent, to $3.5 billion in 1971, Part

Appeals—Methods of Disposal

In Regional

Appellate Division Offices

In Department of Justice
on Refund Suits

Nondocketed Cases

Agreed Detaulted on  Unagreed
statutory other than
notice petitions to

tax court
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Cases Docketed in Tax Court

L

Unagreed. Agread Dismissed
Futll'iunod to or defaulted
tax court

Agreed Tried

Taxpayer Delinquent Accounts

Millions of Dollars

Established  Closed Inventory

June 30

of the increase stemmed from
steady growth in population and in
taxable income, while part was un-
doubtedly due to general economic
conditions.

Disposals Also Increase
In 1971, the Service disposed of

almost 2.9 million accounts, an in- |

crease of 257,000 accounts or 10
percent over 1970. The dollar value
of these disposals rose to $3.6 bil-
lion, up $269 million from the prior
year,

Inventory Reduction Attained
For the first year since 1968 when
budgetary limitations were initially
imposed, the inventory of delin.
quent accounts declined. The
759,000 outstanding accounts at
year-end represented a reduction
of 29,000 accounts, or 4 percent,
below 1970. The $1.9 billion value
of these accounts was $87 million
higher than the prior year’s.

Taxpay "
Number Amount
)] dollars)
Status ®70 1971 1970 1971
Issued 2,624 2,821 $3,314,045 43,509,677
Disposed. total 2,590 ; 2,847 3,310,340 *© 3,579,694
By type of action: :

Collected 2,139 2,265 2,453,372 ' 2,498,077
Additional collections 64,191 108,761
Other disposals ! 451 582 792,777 972,856
Pending June 30, total 788 759 - 1,812,265 1,899,804

1 di due to ity, erroneocus and duplicate assessments,

payment tracer and adjustment cases.

Integrated Data

Retrieval System to
Benefit Enforcement

The Integrated Data Retrieval Sys-
tem (IDRS), now being developed,
will offer definite advantages to
enforcement  efforts.  Originally
planned as a vehicle for providing
immediate availability of informa-
tion needed to respond to taxpayer
requests concerning their accounts
or returns status, the system will
also be used as an added deterrent
to delinquency. This will be ac-
complished in several ways: (1)
having IDRS, rather than enforce-
ment personnel, monitor and fol-
low-up delinquent accounts whose
collection is in a suspended status
for any number of reasons, such as
adjustments, court action, and
military deferment; (2) entering
current information in the files at
service centers and district offices,
thereby crediting a payment to the
taxpayer's account on the day it is
received. This will also conserve
enforcement time now spent on
following up an account that has
already been satisfied; (3) having
immediate accessibility of informa-
tion on the status of a taxpayer's
account, thereby reducing differ-
ences to be resolved; (4) providing
a whole spectrum of management
information of the nature and
characteristics of delinquent tax-
payers never available under
manual operations. For a further
discussion of IDRS see page 58.

Reports to Detect
Delinquent

Filers Intensified

To sustain support of the nation's
taxpayers for the Government's
self-assessment tax system, fair
and equal treatment of every per-
son having a tax filing obligation is
mandatory. Aided immeasurably
by the Service's automatic data

processing system, a broad range .

of programs have been initiated to
detect major areas of filing non-
compliance.

Assessments Reach

Record High

The rise in delinquent account
workload, coupled with limited
manpower resources did not per-
mit a gain in the number of delin-
quent returns secured. However,
the amount assessed on these re-
turns reached the highest level in
history. The Service secured 735,-
000 delinquent returns valued at
$489.4 miltion compared to 738,-
000 returns valued at $370 million
last year. A total of 679,000 re-
turns assessed at $427.6 million
was secured through established
delinquent returns programs, the
balance came through the Serv-
ice's returns examination program.

Full Compliance

Check Emphasized

Enforcement personnel are trained
to make a full compliance check by
reviewing all possible returns due
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whenever taxpayers are inter-
viewed in apparent nonfiler situa-
tions. A self-employed individual,
who is delinquent for an income
tax return, will be checked for in-
come tax periods other than the
one for which the investigation was
issued. He will also be checked for
business tax returns if he employs
other people or for excise tax re-
turns if that situation applies. Spe-
cial attention is directed to educat-
ing and motivating the taxpayer to
meet his future tax responsibilities.

Master Files Offer .

Broad Base For Operations

A major portion of Delinquent Re-
turns activity is directly related to
the three automatic data process-
ing: Master Files: The Business
Master File (BMF), Individual
Master File (IMF), and the Exempt
Organization Master File (EOMF).
Each file has a unique routine,
tailored to meet variations in tax
regulations and filing require-
ments. During the year over half of
the potential nonfiler cases were
resolved through computer checks.

The BMF incorporates filing re-
quirements for the majority of the
United States’ business commu-
nity. It is programmed to deal with
several classes of business taxes
and to issue a request to field
offices for an investigation cover-
ing one or more tax periods during
the year. This eliminates paper-
work, clerical processing, and
multiple enforcement contacts,
since the computer is not pro-
grammed to issue another investi-
gation request or accept investiga-
tive data which does not satisfy all
periods of delinquency.

The IMF covers individual income
Tax Returns and makes an annual
delinquency check to identify non-
filers.

The EOMF is in an early develop-
ment stage and when fully opera-
tional will permit computers to is-
sue delinquency letters to taxpay-
ers any time during the year.
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Anti-Poverty Coordination
Prevents Delinquency

The Service cooperated with Fed-
eral agencies involved in funding

small business under the recent:

antipoverty laws. While efforts are
directed toward rapid resolution
of taxpayer delinquencies, an equal
or greater effort is made to prevent
predictable difficulties that beset
the novice businessmen. Funding
agencies have been urged to give
attention to tax matters when
assisting struggling enterprises.
These efforts include: (1) supply-
ing IRS-instructional material to
new antipoverty grantees; (2) re-
quiring evidence that Federal tax
requirements have been complied
with before advancing additional
funds to old accounts; and (3)
checking to see that taxes are paid
when they make their periodic
audits of various grantees.

Liquor Law Enforcement
Continues
at Reduced Levels

The Gun Control Act of 1968 again
caused the Service to divert in-
vestigator manpower from illicit
liquor to the firearms program to
meet expanded enforcement and
regulatory  responsibilities. In
1971, only 30.3 percent of the
Service's alcohol, tobacco, and fire-
arms investigator force was used
for liquor law enforcement, com-
pared to 76.8 percent prior to en-
actment of the strengthened gun
taws.

The chart below illustrates the shift
in investigator manpower within
the Alcohol, Tobacco and Firearms
Division. The substantial increase
in 1971 of the manpower utilized
on “‘other" programs resulted prin-
cipally from extensive use of inves-
tigators on the Sky Marshal project.
Ilticit distillery seizures for 1971
total 2,272, compared to 3,763

Manpower Utilization
1,400

Average number of investigators utilized by program

1,200

1,000

800

6004

400

200

1967 1968

Hlicit Liquor

1969 1970 1971

seized in 1970. Enactment of fed-
eral laws controlling manufacture
and interstate movement of ex-
plosives caused an additional
strain on manpower available to
police illicit liquor traffic resulting
in a gradual decline in seizures and
arrests over the past several years.
A similar decline in seizures of
mash and untaxpaid spirits is also
evident. A more detailed summary
of accomplishments in liquor law
enforcement is shown below.

Revenue Growth—
Alcoho! and Tobacco Taxes

Revenue from distilled spirits rose
t0'$3.5 billion for fiscal year 1971.
The $1.2 billion dollar increase
during the last 10 years, is just over
51.9 percent of the 1961 figure.
Tobacco taxpayments over the iast
10 years are up about 5 percent.
These gains occurred even though
basic tax rates have not been in-
creased for over 10 years. Actually,

Results of criminal action in alcoho! and tobacco cases

_ o o ~ _ _P!u»ml‘v:rvo-ld.d.nd»tm
Action L9700 U7 T 1971
tndictments and information 3,262 C 3,054
Disposals, totat o 3,349 3,169 -
Plea, guitty or nolo ontendere 2,389 ~ ~ 2,166
Convicted after trial 41! " €12
Acquitted 193 » 107
Nol-prossed or dismissed 345 284
Seizures and arrests for alcoho! and tob iolati

itam T 1976 1971

Seizures: ) )
Distilleries number - 3,763 2,272
Stills at distilleries do 5,228 3,327
Non-taxpaid distllled spirlts gallons 86,384 78,878
Mash do ' 1,956,170 1,387,986
Vehicies . - *  number v36 815
Property (appraised value) dollars 1,280,130 1,071,138

Arrests ) * number 3,322 3,222

Approximately 909% of illicit distill-
eries seized are in the Southeast
region. ‘‘Operation Dry-Up,” a
program employing heavy concen-
trations of Federal officers in prob-
lem areas, is still in progress and
its success justifies continued
emphasis. It is estimated that
$100.8 million in additional reve-
nue has accrued to the Federal Gov-
ernment since inception of the
program in 1963. The three states
involved in the program have ex-
perienced substantial increases in
revenue.

Production of illegal alcoho! is big busi-
ness in certain parts of the country.
Hidden stills such as the one pictured
at the right, seized in Jefferson County,
Alabama, pose a formidable problem to
Service investigators. This stifl (small by
comparison) when operated at full capac-
ity for a year, will produce approximately
3,000 gations of illegal whiskey.

P

the revenue base has been reduced
since manufactured tobacco prod-
ucts (snuff, smoking tobacco and
chewing tobacco) are no longer
taxable.

Taxable Cigarettes Removed
Until 1953 there was an annual in-
crease in cigarettes subject to tax
for.domestic consumption. Slight
decreases in 1953 and 1954 coin-
cided with an American Cancer
Society report indicating a relation-
ship between lung cancer and
cigarette smoking. Thereafter,
cigarettes for domestic consump-
tion through 1963 increased at a
rate of about 39, per year. A de-
cline in 1964, at the time of the re-
port of the Surgeon General's Ad-
visory Committee on Smoking-and
Health was followed by a quick re-
covery lasting until 1968 when
significant antismoking campaigns
began to effect consumption of
cigarettes. Nevertheless, tax re-
ceipts from cigarettes have ap-
proached or exceeded $2 billion in
each year since 1962,
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Continued Increase in Volume
of Regulated Operations

The Service is responsible for regu-
lation of the alcohol and tobacco
industries to assure compliance
with various Federal requirements.
Controls are applied principally
through a system of permits and
bonds, reporting requirements, and
inspection programs.

Although the number of distilled
spirits plants remained fairly stable
during 1971, the volume of activi-
ties requiring compliance inspec-
tions increased. Alcoho! and tobac-
co tax collections continued to rise
totaling $7.0 billion in 1971 as
compared to $6.8 billion in 1970.

The following table refiects produc-
tion volume for fiscal year 1971.

payers subject to special (occupa-
tional) tax at two or more tocations
can now file one special tax return
with the Service center serving the
district in which the principal place
of business is located. R

Liberalized requirements and con-
trols were introduced for users of
small amounts of specially de-
natured or tax-free spirits by pro-
viding for continuing (instead of
annually renewable) withdrawal
permits and by doubling annual
quantities which may be used
without a bond.

Alcoholic Beverage Advertising,
Labeling Trade Practices

Control of labeling, advertising,
and trade practices relating to al-

Pr ion by alcohot and tob
Distilled spirits1

) Rectified distilted spirits

y, Stitwine L.

Etfervescent wines

Vermouth and other

Natural wines

, Beer

3 hrge ciqa’r;

{ Small cigars

! Cigarettes

industries, fiscal year 1971

" 7593 million tax galions
112.0 mitlion proof galions
278.8 millian gallongs

23.6 million gallons

39.9 million gallons
1 milti s

.9 billion
911,7 miliion .
585.1 billion '

1256.9 million gallons removed from bonded storage after determination of taxes due;

517.2 million galions removed tax free; 1,162.4 million galions in bonded storage at end of

year.

ATF revenue control manpower use

{exciudes retail liquor deaters):
‘ Inspector man-years realized
On-site inspections completed

‘ Days of industry operation requiring on-premises i

supervision

{ Permits lssued.lamendsd and terminated

= Blants and p’ermi'm.-e's 'su'b]éci to iRS regutatory control

—_— 4

L asz0 VT 1971

de DD s

; i

. 86 " 831
¢ 22678

(143,514 * 184,040
! 21.685 24,371

! Claims, offer
viewed and processed

Regulatory Changes Promote

Efficiency and/or Savings

A decision was made to require
that the brewer be responsible for
testing and maintaining the accu-
racy and reliability of his meters,
Annual savings of approximately
$100,000 will result from this
decision.

The processing of low-volume tax
returns at service centers was ini-
tiated to effect economies. Tax-
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re- | il
e 138748 [ 39,46
coholic beverages is prescribed in
the Federa! Alcohol Administration
Act to protect the revenue as well
as consumers.

Distillers, blenders, and bottlers
of spirits, producers and blenders
of wine, and wholesalers and im-
porters of all alcoholic beverages
operate under permits subject to
suspension or revocation for any
violation of Federal liquor laws.

Advertising Yor alcoholic beverages
must comply with statutory and
regulatory requirements and prohi-
bitions similar to those governing
labeling. Enforcement is achieved
by examining advertising in news.
papers and magazines, trade pub-
lications and on radio and televi-
sion. Radio and television are not
generally used for advertising of
distilled spirits because such ad-
vertising is not acceptabe uncer
voluntary codes of the National
Association of Broadcasters and
the Distilled Spirits Institute. More
than 18,000 publications contain-
ing alcoholic beverage advertise-
ments were examined during the
year. Also 278 radio programs
were reviewed. As a service to in-
dustry, comment is offered on ac-
ceptability of projected advertising
themes or campaigns voluntarily
submitted for examination. During
the year, 756 proposed advertise-
ments were commented upon and
303 conferences were held with in-
dustry members or their repre-
sentatives.

Bottlers and importers of distilled
spirits, wines and malt beverages
are required to obtain certificates
of iabel approval (or certificates of
exemption from label approval for
intrastate bottling) prior to remov-
ing bottled goods from bottling
establishments or Customs cus-
tody. This fiscal year, 60,117
certificates of label approval were
issued covering all classes and
types of alcoholic beverages. The
review of labels submitted for ap-
proval continued at a high rate due
to the program of having bottlers
and importers submit, for reappro-
val, all labels in use covered by
certificates of label approval issued
prior to July 1, 1968. Researching
and processing large volumes of
alcoholic beverage labels and cer-
tificates of approval are aided by
the use of microfilm.

Formulas and Labels Examined
Type

Formulas tor Non-beverage Foods, Flavors and Medicinal

Products

Farmutlas for Specially Denatured Articles
or i ici

Label req A

1,783 2,010
R 4,043 3,897

" Water Pollution

and the Aicohol Industry
In cooperation with the Environ.
mental Protection Agency, the Al-

- cohol, Tobacco and Firearms Divi-
" sion is developing guidelines for

discharging its responsibilities un-
der the Water Quality Improvement
Act of 1970. Manufacturers of dis-
tilled spirits, wine, beer, explosives

* and users of denatured alcoho!, will

be required to obtain certification
of compliance with water quality
standards established by states or
other agencies, prior to receiving

' operating permits or licenses from

the Service.

Alcohiol, Tobacco

and Firearms Laboratories
The National Office Laboratory and
three field laboratories continue to
provide scientific services in sup-
port of Internal Revenue Service
management decisions and poli-

" cies. This year, 33,374 samples

were analyzed or examined com-
pared to 27,531 in 1970, The in-
crease was largely due to growing
workioads in the area of criminal
enforcement.

Chemical Staff Activities

In 1971, the chemica! laboratory
made a study of effectiveness of
authorized denaturants and found
that these materials, despite
changes in their manufacturing
processes, gave adequate protec-
tion to alcohol.

Discontinuance of television ciga-
rette advertising caused tobacco
manufacturers to focus greater
attention on littie cigars. The same
types of tobacco leaf are sometimes
used to make both cigarettes and
little cigars. Since different tax
rates apply, a clear-cut criterion
for distinguishing between cigars

445-070 0—72——3

Tojletries,

Ete. 9,660 8,286

and cigarettes is necessary, and the
laboratory is developing analytical
differentiation methods.

With the aim of expanding their
consumer markets, a number of
breweries are developing flavored
malt beverages. This year the labo-.
ratory played an important role in
insuring that the base material
used is actually beer and that
manufacturing methods do not de-
part from traditional brewing
methods,

Forensic Staff Work

The laboratory staff examined ap-
proximately 11,000 physical evi-
dence samples connected with
1,552 cases involving illicit liquor
conspiracies, firearms violations,
destructive devices, income tax
frauds, and other crimes. The num-
ber of cases processed by the
laboratory is six times greater than
the case load for fiscal year 1967.
Although illicit spirits-type cases:
are increasing, much casework in-
volves document examinations con-
nected with income tax violations
and analysis of residues from
bombs and other destructive de-
vices. ’

The work connected with document
examinations involves new tech-
niques developed by the National
Office laboratory which make pos-
sible the dating of ballpoint foun-
tain or fiber-tip pen inks.

Techniques developed by the labo-
ratory staff for examination of

bomb residue to determine the type
of explosive used have been very
effective in aiding investigators in
eventual prosecution of bombers.
Physical evidence was examined
from more than 300 bomb cases
during 1971 and in more than 959%,
of the cases it was possible to
determine the type of explosive
used.

Tax Fraud Investigations
and the

Intelligence Division

The criminal prosecution of tax
fraud cases is required as a deter-
rent to tax evasion. Relatively few
cases are prosecuted—around 700
or 800 a year out of 75 or 80 mil-
lion corporate and individual tax-
payers. The Service's objective is
to get maximum deterrent value
from the few cases prosecuted.

Intelligence activities are divided
into two principal programs. The
General Program, concerns’ itself
with those taxpayers engaged in
legitimate business or professional
occupations. The Special Enforce-
ment Program, concerns itself with

- those taxpayers engaged in illicit

activities.

Identification of Noncompliance
An effective enforcement program
demands accurate, up-to-date in-
formation concerning the nature
and extent of noncompliance with
tax laws. Such information provides
a sound basis for selecting cases
for investigation having maximum
deterrent effect. Resources are al-
located so that enforcement activi-
ties are concentrated on the most
significant and aggravated non-
compliance situations. Enforce-
ment actions generate sufficient
revenue to pay cost of detection of
noncompliance many times over.

-Tax fraud investigations

[Exclusive of wagering and coin-operated gaming device cases]

Type

Investigations completed
Prosecution recommended
Convictions obtained

Acquittals

Investigagions in process, June 30

1570 1971
7,981 7,382
1112 : 1,368

518 775
26 55
7,204 7,774
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The following are examples of a
variety of court actions in 1971 re-
sulting from criminal tax investiga-
tions by the Intelligence Division
in the General Program area.

A medical doctor was fined $5,000
and placed on 3 years’ probation
after understating his earnings
by about $275,000 over a 4-year
period. He unsuccessfully con-
tended that his current wealth
came from his seizure of at least
138 miltion Nazi Reichmarks from
a Bavarian bank during World War
Il which he converted to American
dollars,

Two officers of a plumbing and
heating company received a 1-year
suspended prison sentence and a
year's probation for failing to pay
income and other taxes withheld
from employees' wages and for
failing to file the required returns.

Three members of one family were
fined 2 total of $14,000 and were
placed on 1 year's probation for
evading the estate tax due on the
estate of their mother. The survi-
vors withdrew funds from several
bank accounts held jointly with
their mother and failed to account
for the funds on the estate tax
return.

An optometrist who also served on
a city council was_sentenced to
serve 3 years in prison and his
wife, a dentist, was placed on 4
years' probation. Both were con-
victed of income tax evasion. The
presiding judge commented that it
was unbelievable that such well-
educated people could enjoy in-
come of $50,000 and pay no tax.

A grain trucker was sentenced to
serve a year in prison because of
his failure to file income tax re-
turns for 3 years on a net income
of $668,000. The taxpayer used
various aliases in buying and sell-
ing grain and victimized many of
those with whom he dealt through
theft and manipulation of grain
weighing devices.
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A former clothing store owner was
fined $50,000 and placed on 2
years' probation for failing to file
income tax returns for 5 years. Un-
reported income for the period
amounting to nearly $200,000
consisted mainly of dividends on
stock and interest on bond invest-
ments.

A prominent attorney was sen-
tenced to 6 months in prison for
evading over $30,000 in taxes.
Total additional taxes and penalties
approximate $400,000. Evidence
was introduced in court to reveal
the taxpayer's implication in pay-
ments to purchase a judgeship for
a law partner and for diverting
funds to county commissioners to
influence zoning applications.

A real estate promoter was sen-
tenced to 5 years’ imprisonment
on charges of evading $600,000 in
corporate income taxes. He also
presented a fraudulent document
to a revenue agent in an attempt to
support a large corporate deduc-
tion. This same taxpayer was sen-
tenced in 1965 to pay a fine of
$100 for failing to file individual
and corporate returns for 3 years.

A former philosophy professor was
sentenced to 1 year in prison for
supplying a false and fraudulent
Employee’'s Withholding Exemp-
tion Certificate to his employer.
The taxpayer was opposed to the
United States involvement in Viet-
nam. He asserted that 14 addition-
al dependents claimed by him con-
sist of ‘several million Vietnamese,
the peasants of South America and
the poor black and white of Amer-
ica.

A taxpayer who operated a truck
stop was sentenced to 3 years in
prison for failing to file Federal ex-
cise tax returns. He should have
filed and reported tax of $73,000
on sales of gasoline and diesel
fuel. it was disclosed that he
placed substantial assets in the
name of a relative and that he
claimed to have no funds with
which to pay the tax.

An attorney who was serving a
sentence of 30 months for income
tax evasion was also convicted and

sentenced to 3 additional years for

perjury. The latter actions took
place during his tax triat at which
he, acting as counsel, induced his
mother and father to commit per-
jury. His parents were each fined
$500

An Indiana gambler was sentenced
to serve 5 years in prison for filing
false wagering excise tax returns.
He omitted about $2 million in
wagers from his monthy returns
for an 11-month period.

A multimillionaire former cothing
manufacturer was sentenced for
evading nearly $500,000 in cor-
porate income taxes. At the time of
the evasion, he controlled 15 manu-
facturing companies.

Special Manpower

Commitments

The events of 1970-71 generated
special requirements not ordinarily
met by special agents. The Service
provided enforcement agents from
Intelligence, Alcoho!, Tobacco and
Firearms Division, and the inspec-

tion Service to serve as ‘‘Sky -

Marshalls”” on U.S. carrier interna-
tiona! and selected domestic flights
in an effort to combat *'skyjacking'”
of commercial aircraft. The Service
personnel were provided until an

adequate permanent force was re- -

cruited and trained. The Service
provided instructional support for
the duration of the “‘Sky Marshall’’
training program.

The Service also provided a sub-
stantial number of agents for pro-
tective detail assignments for heads
of foreign states and countries who
participated in the 25th Annivers-
ary of the United Nations.

Referrals to

the Department of Justice

A total of 1,021 income and miscel-
laneous criminal cases, with prose-
cution recommendations involving
1,016 prospective defendants, was
forwarded to the Department of
Justice. Compared with the prior
year, this was an increase of 16
percent in the volume of referrals.
In 1971, indictments of such cases
were up 3.4 percent.

In income, excise, and wagering tax
criminal cases, 491 defendants
pleaded guilty, 154 pleaded nolo
contendere, 142 were convicted
after trial, 57 were acquitted, and
153 were dismissed.

A comparison of indictments and
court actions for the last 2 years
is shown at the right.

Results of crlmmal actmn in tax fraud cases

IR I - ‘:—i;;n;rofd-landanu'
scton : oMo D wen

Indictments and informahons 956
. Disposais, tota 297
Plea, gullty or noto contendara' *645
Convicted after triaj 142
Acquitted v 57
Not-| -prossed or dlsmused 1 153
T ~ “income and m-scellaneous cases! .
Indictments and mfurmuhons " 952
Dnspesals total 961
Pleu guulty or nolo contendere 638
Convicted after trial 138
Acquitted 4 55
__ Nol- nrnssed or dllmlssed 1 132
B Wagerlng tax cases -
Indlctmantsund informations ’ ’ D a
. _Disposals, total R ' 36
Plea..guu'ty or nolo contendere i st 7
Convicted after triat . a Bl 6
Acquitted . 1 I 2
Nol-prosseq ordismissed! _ e .. .10 ' 21
1 tor the t reasons: 11 b f di inci
defendant, 5 because of senous iliness, and 89 principai d i eath"oufdpv.lncnpal

guilty or had been convicted in a related case.

2 Includes income, estate, gift, i
firegudes incor gitt, and excise taxes other than wagering, alcohol, tobacco, and

* includes 491 pleas of guilty and 154 pieas of nolo contendere.

Cases Involving

Criminal Prosecution

Total additional taxes and penalties
of $179 million were involved in
cases received in the Chief Coun-
sel's Office with recommendations
of criminal prosecution. This was
$92 million more than the prior
year,

An analysis of the receipt and dis-
posal of criminal cases in the Chief
Counsel's Office appears at the
right.

Additional detail on legal workload
involved in the prosecution of
criminal cases by Service attorneys
durmg the past 2 years is provided
in the table at the right.

!_Jlsmman H

Receupt and dlsposal of crlmmal cases in Ch:el Counsel's Office

L smm -
I_ PendlngJuly n

for pi
wlth requests f for op' ion, etc.

Pmsecutnon not warrantad
Department of Justice declined
Prosecutions

t glninlons delivered

Pendmg June?t)—-;-;_ ~

! Includes cases awaiting action in Department of Justi
referred by lntelhnence%lvnsnon P ! ¢ sxclusnve of wagering tax cases

Tax and penalty and number of tax years involved in criminal fraud casedisposals
[Exclusive of wagering and coin-operated gaming device cases]

I Taxyears i taxand NMW"‘_“
1970 || 1971 [ ) 1@ 1971

i Total 2573 (2885 || $sasmeess || waovrrears
Prosacuti X 2,8 ey
Al other clostngs ] 2%3] 25?] 33,300, Jb447,959

21,080,134 ‘37,330,466
1includes cases declined by Department of Justice.
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Fraud Investigation
Training

Special Agents of the Service
undergo a comprehensive training
program. The training includes 7
weeks at Treasury Law Enforce-
ment School which concentrates on
investigative techniques, a Basic
Income Tax Law Course for S
weeks, and a Special Agent Basic
School which emphasizes Service
policies, investigative techniques,
law, rules of evidence and Federal
Court - procedures pertaining to
criminal tax law violations, During
1971, 313 special agents received
training at the Treasury Law En-
forcement School; 180 special
agents attended the Basic Income
Tax Law Course; 297 special agents
completed their formal training at
11 Special Agents Basic Schools.

The Service also offered a program
whereby State and local law-en-
forcement personnel attended the
Special Agents Basic School. Forty-
six law enforcement agents, repre-
senting 24 states, the Common-
wealth of Puerto Rico, and Guam
have attended to date. This train-

ing has enabled officers to return
to their enforcement agencies
better equipped for conducting fi-
nancial investigations, and com-
bating organized crime.

Enforcement attorneys from the Of-
fice of Chief Counsel and tax agents
from Singapore and Korea partici-
pated in the Special Agents Basic
School. Special sessions were also
conducted for tax officials from
Brazil and Lebanon.

The Service developed and con-
ducted a 3-week schoo! in Investi-
gative Techniques for Income Tax
Bureau Agents, in San Juan, Puerto
Rico. This training was geared to
increasing agents understanding
of basic criminal enforcement in-
vestigative techniques as they re-
late to income tax evasion.

The Intelligence Division developed
and conducted a 4-week ‘Financial
Investigatory Techniques Work-
shop'’ at the request of the Gov-
ernor of Michigan. The course was
attended by Michigan State and
local police officials and Revenue
Department Tax Agents.

Workflow in the Service
and the Courts

The major portion of the work of the
Service results directly from the
millions of returns filed each year.
The time needed to process a re-
turn through different activities de-
pends on the complexity of the
items and issues involved. Many
returns are processed to ultimate
disposition within a short period
while others require work by differ-
ent divisions of the Service and are
not closed during the year of filing.

The unit of measurement at the
audit level is on a return basis. In
the appellate and intelligence di-
visions as well as in the courts, the
work unit is the case. A case may
involve more than one return and
more than one taxpayer. The tables
on the next pages reflect compara-
tive data on actions completed by
the Service during 1970 and 1971.

The duties of Special Agents are not lim-
lted to gathering evidence. Caurtmom

y is often requi in
a case. The photo below depicts a mock
trial used in Special Agent training
sessions.

Workflow in the Internal Revenue Service and the courts,

fiscal years 1970 and 1571

tems
Tax returns fited, total

individual income

Corporation income .
Estate and gift

Employment

Excise

Other income

INCOME, ESTATE, AND GIFT TAXES

Number of returns axsmined {including forms 990)
Returns with adjustments proposed by sudit divisions ;
Disposed of by audit divisions:
Agreed, paid, or defauited
Transterred to appeliate
Other
Civll cases

Tml received in eppeilate division
of by

defaulted
Courts of original jurisdiction:

Tax court:
Tota) petitioned to Tax Court
Dismissed
Settied by stipulation
Settied by Tax Court, decision
Decided by Tax Court, but appeated
District courts and Court of Claims:
Total filed in district courts and Court of Claims
Settled in district courts and Court of Claims

Agreed, paid, or -

Decided by district courts and Court of Clmms

Court of Appeals:
Settied by courts of appeals decision
Favorable to Government
Favorable to taxpayers
Modified
Decided by courts of appeals but reviewed by
‘Supreme Court
Supreme Court: Settied by Supreme Court decision

Fraud cases

d for full-scale i igation in i
divisions
Di d of

Prosecution recommended
Prosecution not recommended
Disposed of by Office of Chief Counsei:
Prosecution not warranted, inctuding cases de.
clined by the Department of Justice
Prosecutions

Inctudes excise tax cases,
* Partially estimsted.

ﬁliurns

1970’ 1971
113,078,185 111,446,930
78,369,859 76,619,563
1,725,760 1,820,556
279,563 314,913
21,993,578 21,889,343
1,597.799 1,400,704
9,129,560 9,401,851

| *1,878,870 1,529,
1,199)568 1,006,325

© 1146386 ' 956,311

48876 46,119
4,346 ¥

; ’ Cases .

'\ 24,235 22,061
21,060 20,277
6969 | 8,299

458 567

, 5343 6,187

763 806
319 338
1.189 1,177
727 647
367 4so
331 3855
241 237
. 54 95
. 36 23
‘12 a

: 12 4
2,381 ' 2,482
1,067 1,379
1,120 1,142

146 127
623 759

Results from
Direct Enforcement

Willions of Dollars
2,708

axpayer  Delinquent Math
Ex«lmlmtlun dcllnquonl mnr:::d Verification
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Additional Taxes Gross tax, penalties and interest resulting from direct enforcement

from Direct Enforcement

A majority of taxpayers file tax re- lam ™
n i i jabili- o T S T e s e e
:;::rsnsw?thd g:y ;:?;:J:;Z::dat:islilty [ Additionat tex, penaliies, and interest sssessed, total {| 3,891,102 || 4,022,705
i
_required. Compliance activities are _.from examination of tax returas, total __ . . l 2,299,225 | 2,708.153
necessary to achieve a batanced en- Income tax, total 11,927,108 [ 2,250,883
forcement program. The following Corporation ' 1,243,971 ' 1,503,633

1 Tes3ia7 || T7azzse
;

307,878 || 345,210
62,508

table shows comparative data on !ndividual and fiduciary

|

direct enforcement activities for L Estate and g-max
i
!

I
the past 2 years, and amounts of Em” Ay g A2918 . brcte:
revenue at each level of the tax STl = & S e =
From malhematlcal venﬁcnﬂon ofi mcome tax retums 313,052
system. From ver of tax t

524,804 512,141
370.111 ll 489,!59

Frnm dellnquent utums secured tml

'

L

Lr CIelrns dlsallnued totel
L Dehnquent taxes co}lecteq. total

Amounts of revenue involved at each leve! of the tax system
fiscal years 1970 and 1971

{Millions of dollars]
™ Tte

fes.722

, Individual income taxes, total ' '103 652
! Withholding l’ 77,416
' Other r 26,236
! Corporation income taxes
Estate and gitt taxes
Employmsnt taxes
Excisets

! tax and in cases of in audlt.‘
. divisions by g or default 1 1388 || 149
i i tax and in cases of in ap. " Vg
peliate by ag pa or default i 328 ] 349
tax and by in A
Tax Court g ! 105 1 101
tax and ties det by Tex Court’) .
decisions: !
Dismissed § i 21 .
Decinlons on merits . § 23 . 22
x and in cases decided by !

i

X

3
Court nnd courts of appeais :
Amount refunded to taxpayers as a result of re(und suits ;'L

O ——

o Fraud cases !
[ Deticiencies and in cases di of in intel
gence divisions:
Prosecution recommended | 84 o 132
Prosecution not warranted and cases declined by De- '[ ||
partment of Justice b _ B8 25
tincludes excise taxes.
* Revised.
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Organized Crime

and Strike Forces

More than half the taw enforcement
manpower working at the Federal
level on the Organized Crime Drive
is supplied by the Service.

The Government's initial plan to
combat organized crime has been
intensified to concentrate on illegal
sources of income, such as: gam-
bling, loan sharking, narcotics,
prostitution, and other forms of
vice. The primary efforts are con-
centrated in 18 Strike Forces stra-
tegically located throughout the
country. The Strike Force concept
melds the energies and expertise of
several Federal law enforcement
authorities under direction of the
Department of Justice. Significant
results have been obtained in sev-
eral major crime centers across the
nation.

Strike Force operations in Newark,
New Jersey, illustrate the effective-
ness of the concept. A Strike Force
was established in that city in 1969
to eliminate a vicious organized
crime situation which permeated a
major portion of the state.

The team discovered large scale
gambling and shylocking opera-
tions coupled with organized hi-
jacking and other types of thefts.
Labor unions were infiltrated or
controlled by organized crime and
the corruption of public officials
was a principal means in achieving
organized crime’'s ends. Among
those indicted for income tax eva-
sion as a result of the investiga-
tions were:

Mayors

City Councilmen

Former City Councilmen
Judge

Corporation Counsel
Public Officials
Construction Contractors
Racketeers
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Ten other cases have been com-
pleted with recommendations for
criminal prosecution, and 153 in-
vestigations and 271 audit exami-
nations are pending.
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The Newark Strike Force was also
responsible for obtaining indict-
ments of 15 defendants on 64
counts for extortion and conspir-
acy. Those tried, convicted or
sentenced are:

Hugh J. Addonizio, Former Mayor,
Newark, sentenced to 10 years con-
finement and a $10,000 fine.
Joseph Biancone, syndicate en-
forcer, sentenced to 10 years con-
finement and a $25,000 fine.
Ralph Vicaro, syndicate enforcer,
sentenced to 12 years confinement
and a $10,000 fine.

Anthony La Morte, Director, Utili-
ties Authority, Newark, sentenced
to 10 years confinement and a
$10,000 fine.

Philip Gordon, Corporate Counsel
for the City of Newark, was con-
victed but sentence has been
postponed.

The incarceration of the above and
their removal from positions of
power in local government not only
will serve to improve local govern-
ment in Newark, but also should
deter others from engaging in
nefarious activities in other areas.

The Service's role in the New
Orleans Strike Force includes an
attack on flow of illicit money to
and from organized criminal activ-
ity and prosecution or immobiliza-
tion of those involved. The Service
cooperated’ closely with the FBI in
seizure of over 3,300 gambling-
type pinball machines and approxi-
mately 1,000 slot machines in
Louisiana and Mississippi. This
project substantially suppressed an
important source of revenue to
organized crime.

The Service also assisted the FBI
in conducting interstate gambling
raids in other areas of the country
producing evidence of probable in-
come tax violations. Records ob-
tained indicated the involvement of
principal racket figures.

Due to recent increases in narcotics
trafficking, the President directed
all Federal law enforcement agen-
cies to cooperate in a program to
combat traffickers and suppliers.

The Treasury Department ap-
pointed a special task force to
develop this program. The Intelli-
gence and the Audit Divisions are
now in the process of expanding
their activity in this area. Efforts
will be directed against middle.and
upper echelon distributors, whole-
salers, and financiers involved in
narcotics traffic for possible civil or
criminal violations of the Internat
Revenue Code.

Recent activity in the narcotics area
included a raid in Chicago, lllinois,
carried out by agents of the Service
and the Federal Bureau of Narcotics
and Dangerous Drugs. The raid
resulted in 18 arrests for narcotics
violations. $82,000 was seized and
evidence obtained to support
charges against four racketeers for
violations of the Gun Control Act.
Related civil assessments enabled
the government to apply the
$82,000 to the defendants' tax
liabilities.

Similar raids were made in Detroit
where $453,700 was seized and
applied to outstanding tax liabili-
ties. The coordinated activities of
the two agencies resulted in arrests
of significant narcotic dealers and
separated them from their capital.
Similar techniques have been used
in other metropolitan areas.

The Service's increased interest in
narcotics operations has also re-
sulted in successful prosecutions
even when operators have insu-
lated themselves to such a degree
that actual narcotics transactions
could not be detected. As an ex-
ample Guido (The Bull) Penosi pre-
viousy convicted of narcotics viola-
tions, was convicted and sentenced
to serve 45 months in jail for in-
come tax evasion. The investigation
leading to his conviction was due to
his lavish mode of living while hav-
ing no visible means of support.

Through the Treasury Department's
membership in Interpol (Interna-
tional Police) the Service recently
extended its surveillance activities
with significant results to several
foreign countries. When it was
learned that three prominent rack-

'

eteers were to travel abroad to meet
with one of the most powerfui
racketeers in organized crime, sur-
veillance crews were set up in sev-
eral countries. The meeting was
prevented and valuable intelligence
as to the racketeers activities was
obtained.

Gathering data on racketeer infil-
tration of legitimate business is a
continuous operation. The Service
has information concerning ap-
proximately 2,000 individuals or
entities considered major rack-
eteers. About 859 of the rack-
eteers are engaged in legitimate
business activities covering a broad
spectrum of occupations. An analy-
sis of Service data reveals that
racketeers are engaged in the fol-
lowing legitimate businesses:

Number Types of Business

217 Restaurants, bars, and
taverns

186 Real estate and
insurance

116 Legalized gambling
(casinos and race-
tracks)

86 Finance (banking,
savings and loans,
stock brokers)

82 Professions (attorneys,
CPA's, doctors)

77 Entertainment and
recreation

71  Construction

68 Hotels and motels

64  Manufacturing

62 Food sales

56 Automobile sales and
service

52 Trucking and trans-
portation

51 Government employ-
ment (Federal, State
and local)

50 Liquor sales

Foreign

Financial Transactions
Use of foreign financial institutions
for tax evasion has been the sub-

ject of continuous study since
1957.

Some of the schemes and prac-
tices uncovered include:

1. Sham Foreign Corporations.—
Corporations are organized by U.S.
taxpayers in foreign countries for
under-reporting profits on goods
and services acquired or sold
abroad. Funds so accumulated are
usually held on deposit in the for-
eign countries.

2. Conspiracies.—Taxpayers ar-
range for their foreign customers
or suppliers to prepare false com-
mercial documents overstating
amounts received from the U.S.
taxpayer or understating amounts
paid to them. Funds placed in the
hands of foreign conspirators as a
result of these falsifications are de-
posited by the foreign conspirators
with foreign banks to the credit of
the U.S. taxpayers.

3. Racketeer Money.~—Flow of
funds between racketeers and for-
eign banks cannot be determined in
most instances due to foreign bank
secrecy laws. Many such transfers
of funds are categorized as loans
or repayments of loans on records
available in the U.S., but other evi-
dence available fails to support the
credibility of the recotds. In one
very large case, involving a multi-
millionaire oilman, gambler and as-
sociate of racketeers, amounts
shown as owed to a foreign bank
and interest payments allegedly
made to the bank exceed the total
amount shown in published finan-
cial statements of the bank as
loans receivable and interest
income.

4. Evasion of Tax Payments.—
Taxpayers faced with the prospect
of enforced collection action of
substantial amounts of additional
tax have converted assets to cash
and transferred funds to foreign
banks. Later the funds are rein-
vested in the United States through
employment of nominees who act
as financial representatives for a
fee.

5. Transactions in Securities.—By
opening accounts with foreign
banks and financial institutions,
taxpayers are able to buy and sell

on the U.S. stock markets without
disclosing their interest in or in-
come from the transaction.

6. Fictitious Foreign Tax Cred-
its,.—Taxpayers have taken credit
on U.S. tax returns for foreign
taxes which were never paid.

Information gathered from a recent
study was the basis for testimony
given by Treasury officials before
the Congressional Committees
which sponsored Public Law 91—
508. The law, when fully imple-
mented, will provide a basis for re-
quiring the financial community to
maintain records which will help
investigators detect and document
foreign financial transactions.

Interesting Cases

A notorious member of one of New
York's organized crime families
was sentenced to 6 months in
prison for failure to file an income
tax return for 1962. Investigation
disclosed an attempt to conceal his
transactions and investments in a
legitimate business through ficti-
tious names and use of nominees.
He acquired stock in the company
in a fictitious name and later by
threats and assault forced the
president of the organization to buy
back the stock at a price substan-
tially above the market value.

Louis A. Ruggirelio, identified in
court as one of Michigan's most
notorious gambling racketeers, was
sentenced to 5 years in prison and
fined $15,000 for attempting to
evade income taxes for the years
1963 through 1965. During the
trial, the Government presented
128 witnesses and 762 exhibits.
Members of the jury informed the
U.S. Attorney they were impressed
with the clear, precise and impar-
tial testimony of the Service agent.
They felt the turning point of the
trial was the professional presenta-
tion by the document expert from
the U.S, Treasury Department.

William J. Hussey, Brooklyn, New
York, former Chief investigator for
the New York Telephone Company
was fined $4,000 and placed on
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probation for 2 years for evasion of
his income taxes for the years 1959
through 1962, The additional in-
come, was attributed to cash Hus-
sey received for leaking informa-
tion to racketeers.

Lillian Pasco Failford (Belt), Phoe-
nix, Arizona, was sentenced to 4
years in prison for evasion of in-
come tax for 1963 and for aiding
and abetting interstate transpor-
tation in furtherance of prostitu-
tion. Before her move to Phoenix
in 1962, she operated a brothel in
Ohio. She was absorbed into the
Phoenix social set within months
after her arrival, and parties given
in her lavish $150,000 home were
covered in the society pages of the
local newspaper.

Special Agents assisted in the in-
vestigation of perhaps the largest
“juice” loan operation (shylocking)
in the United States. Eleven mem-
bers of this ring received prison
sentences ranging from 3 to 15
years and were immediately re-
manded to the custody of the At-
torney General for violations of the
Truth in Lending Law. Judge Edwin
A. Robson, in imposing a sentence
of 15 years on Steve Annoreno,
commented that he was the leader
of one of the worst crime situations
in large cities in America today. He
said that evidence was unmistak-
ably clear that interest payments of
5 to 10 percent a week were ex-
tracted from victims who feared
beatings if they failed to pay.

Joseph W. Harper of Pittsburgh,
Pennsylvania, was sentenced to
serve 1 year in prison on each of
five counts for failing to file income
tax returns for the years 1962
through 1966 with sentences to
run concurrently. Harper has a
varied criminal record including
a conviction for violations of the
Federal narcotics laws and two con-
victions for violations of state lot-
tery laws. Other arrests include
larceny, illegal sale of liquor with—
out a license, and a Federal wager-
ing tax violation.

Alfred George Felice, characterized
by a Miami newspaper reporter as
a major Miami hoodlum, was sen-
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tenced to serve 2 years for attempt-
ing to evade income tax for the
years 1963 through 1968. Felice
is a convicted narcotics trafficker.

Aicohol, Tobacco and
Firearms Strike Force
Participation Stepped-up
The Alcohol, Tobacco and Firearms
Division participates in 18 Or-
ganized Crime Strike Forces now
operating in major crime centers
across the nation.

A common practice among Strike
Force participating agencies is ex-
change of information and assist.
ance. In an investigation in Phila-
delphia a Service undercover agent
purchased a number of stolen
$100,000 treasury bills, which as-
sisted another agency in making an
arrest and recovering $400,000 in
treasury bills.

In Chicago, FBI agents arrested an
organized crime subject in his
home and observed several fire-
arms. The information was reported
to the Service and the subject’s
premises were searched, resulting
in 33 firearms seized. Upon ar-
raignment he pleaded guilty to the
violation and was sentenced to 2
years in prison.

A reputed “‘Boss” of Organized
Crime in Florida, entered a plea of
guilty on October 2, 1970, to an
obstruction of justice charge and
was given a 1 year suspended sen-
tence and placed on 1 year
probation.

On October 11, 1970 the Service
served a Federal search warrant at
the residence of a well-known West
Coast bookmaker and loanshark
and seized five firearms. He was
found guilty on two counts and sen-
tenced to 6 months in prison, 5
years probation, and fined $1,000.

Results Achieved Under

the Firearms Program

In 1971, the Service spent 620
investigator man-years on firearms
work. This is a decrease of 7
man-years from 1970. Firearms

investigations produced 2,785
criminal cases, arrests of 2,223 vio-
lators and the seizure of 7,995 fire-
arms. These figures compared with
2,975 criminal cases, 1,957 viola-
tors arrested, and 30,307 firearms
seized in 1970. In the area of regu-
latory firearms control, investiga-
tion of the activities of 3,772 li-
censed gun dealers were made in
1971. These investigations found
1,964 purchasers of firearms with
criminal records, and 370 whe had
used fictitious names or furnished
other false information in purchas-
ing firearms. More detail on ac-
complishments under the Firearms
Program are set forth in the table
on the following page.

Firearms

Licenses and Permits

The Service processes and issues
approximately 150,000 firearms
dealer licenses each year. The li-
censes are renewed annually and
periodic investigations are made of
dealers’ records, operations and
premises. In 1971, Service investi-
gators made 20,088 license appli-
cation investigations, and 23,684
compliance investigations. Under
the import provision of the Gun
Control Act, 26,658 permits to im-
port 964,122 guns were submitted
for review. This compares with
24,360 permits involving 1,054,-
282 firearms processed in 1970.

The Gun Control Act at Work
The effectiveness of the Federal
firearms laws in bringing criminals
to justice is best illustrated by ac-
tual cases. A few examples follow:

In Connecticut, a Federal indict-
ment was returned against 10 men
all involved in organized crime in
Hartford and New Haven, for viola-
tion of the National Firearms Act
in the unlawful transfer, receipt
and possession of four machine
guns. Some of the guns had been
used in several bank robberies,
and one had been used in a 1968
gang slaying.

In New York, a man and woman
were arrested at Kennedy Airport
for allegedly attempting to hijack

Results of criminal action in firearms cases

Disposals, totat
i ﬁléﬁxfl ty or niolo contendere
Coavicted after trial
Acguitted
Nol-prossed or dismissed

izures:
Firearms
Destructive devices
\#hidu ¢
Pro el i
»A_ne_stspgny ppraised value)

*Included seizure of firearms factory.

an overseas aircraft. Both were
armed. Investigation revealed that
one of the guns was purchased by
a Philadelphia resident from a
Virginia gun dealer. New York city
police raided an apartment in
Brookiyn and seized 41 rifles and
shotguns, 16 handguns, a 15-
pound keg of gun powder, and
radical pamphlets. Service agents
later determined that some of these
guns had been purchased by the
same Philadelphia resident con-
nected with the airport incident,
who was arrested for violation of
the Gun Control Act.

An undercover investigator ar-
ranged to purchase firearms from a
man alleged to be the largest
‘‘fence’’ in the Los Angeles area.
The man arrived at the delivery
point driving a camper truck. He
was arrested, and his truck con-
taining 26 firearms, was seized. A
search of the man's residence un-
covered more than $500,000 in
stolen merchandise.

Bombs and Explosives

Titie I of the Gun Control Act of
1968 amended the National Fire-
arms Act to classify bombs as fire-
arms, and as such, they must be
registered. The Service developed
one of the world's most extensive
libraries on explosive materials,

Numbar of defendants

1970 . 1971

1,309 1,906

824 1,691

i 47

372

57 114

190 421

1970 1971

number *30,307 6,910
do " 1,08

do 294 344

dollars 1,131,852 844,613

pumber 1,957 2,223

and has pioneered many technigues
used to examine and identify mi-
nute particles of debris from sites
of bombings and explosions.

Some significant cases investigated
by the Service involving use of ex-
plosives follow:

In Anaheim, California, a bomb ex-
ploded at 10:30 a.m. on the roof of
a high school. Two hours later, an-
other bomb exploded in another
Anaheim high school, injuring a
student. One week later three
juveniles and one adult were ar-
rested and charged in connection
with the bombings.

In February 1971, a Service in-
vestigator working undercover pur-
chased 42 sticks of dynamite from
a convicted felon in Detroit, Mich-
igan. When a Federal search war-
rant was executed at the felon's
home, 81 sticks of dynamite, two
pistols, a homemade silencer, two
shotguns and over 300 rounds of
ammunition were seized.

]’wo men were arrested by Service
investigators for the bombing of a
car in a Falls Church, Virginia,
police parking lot. Investigation
and laboratory analysis disclosed
explosive powder in the automobile
owned by one of the men arrested
as well as his fingerprints on the
paper bag used to carry the bomb.

Nhw N

Training in Explosives

for Investigators

Assignment of jurisdictional re-
sponsibility for Title X! of the Omni-
bus Crime Contro! Act of 1970 to
the Service created new training ob-
ligations. 1,350 Alcohol, Tobacco
and Firearms investigators were
given general training in the explo-
sives field. An intensified course of
instruction directing attention to
specific techniques peculiar to in-
vestigation of bombing scenes was
developed, and will be presented to
130 specially selected ATF investi-
gators who will form the nucleus of
special squads to be stationed
across the nation. Training will be
conducted at El Paso, Texas, and
the White Sands Missile Range in
New Mexico.

A substantial amount of technical
training assistance to state and
local law enforcement bodies
throughout the nation is provided
under provisions of the 1968 Gun
Control Act.

Training programs cover such tech-

nical subjects as:

. Raids, Searches, and Seizures

. Surveillance of Premises, Ve-
hicles and Persons

. Undercover Techniques

. Interrogation

. Development of Informers and
Evaluation of Information

. Explosives and Firearms

(2]

Assistance to Other

Law Enforcement Bodies
Tracing firearms is an important
feature of the state assistance as-
pect of the Gun Control Act. A Serv-
ic_:e representative visited major
firearms manufacturers in Europe
to establish more effective lines of
communication, and obtain un-
published firearms identification
data and records. Existing com-
munications systems were .aug-
mented by a worldwide Telex Sys-
tem to provide instant links with
firearms makers in 14 countries.
During 1971, 873 requests for as-
sistance in tracing foreign-made
guns were received from federal,
state, and local law enforcement
officers.
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International
Business Growth and
Tax Administration

The immense growth in reciprocal
U.S..-foreign commerce, invest-
ment, and flow of citizens abroad
continued in 1971. Receipts of in-
come from U.S. sources by foreign
investors rose from $714.5 million
in 1964 to $1.27 billion in 1969,
an increase of 78 percent. The
number of foreign corporations
controlled by U.S. shareholders
increased from  approximately
16,000 in 1963 to aimost 30,000
in 1970, reflecting a growth rate of
more than 85 percent. Similar in-
creases in number of U.S. taxpay-
ers living abroad and amount of
tax collections by the Service's Of-
fice of International Operations are
graphically shown in the charts
on the following page.

The boom in foreign business led
to development of trained inter-
national specialists in various
branches of the Service. Their as-
signment includes the usual activi-
ties involved in assessment and
collection of revenue, in areas pre-
senting unique and complex prob-
lems. Service international special-
ists strive to insure that taxpayers
engaged in international business
and investment are protected from
inequitable and unduly burden-
some taxation, both United States
and foreign. -
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Foreign IRS Posts

The aim of the Service is eventu-
ally to perform comparable serv-
ices and functions for the large
body of U.S. taxpayers abroad as
it does for taxpayers in the United
States. To this end it has estab-
lished foreign posts in the follow-
ing cities: Bonn, London, Maniia,
Mexico City, Ottawa, Paris, Rome,
Saigon (temporary), Sao Paulo,
Tokyo.

These posts provide the principal
link between individual taxpayers
and U.S. business entities abroad
and our tax programs at home.

Subject to agreements with foreign
countries, staffs of these foreign
posts advise and assist American
taxpayers abroad with their U.S.
tax problems. They conduct audits,
hold conferences, collect taxes,
gather information, hold discus-
sions with foreign officials on ex-
changes of information and per-
form other duties’ under our
system.

Present staffing of foreign posts is
critically short of actual needs. For
example, the post in Rome, which
has jurisdictional responsibility
over 14 countries located on three
continents, is staffed with only two
technical employees. Further ex-
pansion in the number of foreign
posts and personnel assigned to
them is a primary objective in
realizing the Service's long-range
overseas mission. As an interim
measure, the Service is completing
arrangements to detail additional
technical personnel from Washing-
ton for medium length assign-
ments.

The Service Rep ives pic-
tured above serve tours of duty at U.S.
Embassies abroad. They meet periodically
in Washington for a series of seminars
to keep informed of recent tax develop-
ments. Seated fourth, fifth, and sixth
from the lett, respectively, are OIO Assist-
ant Director, Joseph G. McGowan, Assist-
ant Commissioner (Compliance), Donald
W. Bacon, and OIO Director, C. I. Fox.

Approximately every 2 years the
Revenue Service Representative
(RSR) in charge of each foreign
post returns to headquarters in
Washington for a week of consul-
tation and discussion. This time is
devoted to a comprehensive sur-
vey of developments in the over-
seas program and an exchange of
ideas between the RSR's and the
headquarters staff. From these
meetings evolve new procedures to
improve the overseas operation.
The most recent RSR conference
was held during the week of
June 21-25, 1971.

The Service in Saigon

In February 1970, the Service as-
signed three technical representa-
tives to conduct examinations and
investigations of black market cur-
rency activities in Viet-Nam and
other countries in Southeast Asia.
It was anticipated that the situation
could be brought under contro!
within 18 months. However, exper-
ience proved additional technical
representatives and more time were
needed. The Service now has five
technical representatives in Saigon
and the life of the post has been
extended to August 1972.

Steep Rise in Total
Tax Collections by Office
of International Operations
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Overseas Taxpayer Assistance
Over the past 18 years the Service
has conducted a worldwide tax as-
sistance program.

This year nine revenue agents and
nine tax auditors visited 99 cities
in 50 countries to help some
31,000 taxpayers file their U.S. tax
returns.

in an effort to broaden the base of
its overseas tax assistance pro-
gram, the Service held 196 income
tax seminars for nearly 6,000 tax-
payers in 86 foreign cities in 1971.

This year a mititary income tax
training program was attended by
850 servicemen at military instal-
lations in Europe, the Far East and
the Canal Zone. Military authorities
estimate that more than two-thirds
of our military forces abroad bene-
fit by this program,

Continuing Upswing in
Returns Filed by
U.S. Civilians Living Abroad *
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! includes only those returns filed with the
Office of Intermationa) ‘Operations. It is estimsted
that a3 many more rotucns are filed in the District
offices by other taxpayers living abrosd.

United States

Now Includes Continental
Shelf Areas

Prior to enactment of Section 638
of the Internal Revenue Code, the
right of the United States to exer-
cise tax jurisdiction over income de-
rived from exploration or exploita-
tion of natural resources in the area
of the U.S. continental shelf was
not explicit. The new law defines
the term ‘'United States" as includ-
ing the sea bed and subsoil of those
submarine areas which are adja-
cent to territorial waters of the
United States and over which the
United States has exclusive rights
with respect to exploration and ex-
ploitation of natural resources. -

Significance of the new law is that
individuals and corporations en-
gaged in prescribed activities on
the U.S. continental shelf are to be
treated for tax purposes as if they
were in the United States. To a for-
eign corporation or a nonresident
alien this means the difference be-
tween exemption and U.S. taxation.

A member of the Overseas Taxpayer
Assistance Team, Ralph Kendall (right)
assists a U.S. citizen in London. Members
of the team travel abroad for several
months each year, giving tax assistance
to citizens outside the United States.
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New and Improved

Tax Conventions

New income tax conventions were
signed with representatives of Bel-
gium on July 9, 1970, and Japan
on March 8, 1971. income tax con-
ventions with Finland and Trinidad-
Tobago became effective upon ex-
change of instruments of ratifica-
tion on December 30, 1970. An
estate tax convention with the
Netherlands became effective upon
a similar exchange on February 3,
1971.

A number of significant changes
have been included in recent in-
come tax conventions, including
provisions which (1) define key
terms in more detail; (2) extend
the coverage of certain tax bene-
fits; (3) incorporate new concepts,
designed to encourage interna-
tional trade and investment; (4)
provide incentives for U.S. invest-
ment in developing countries; (5)
erect obstacles to certain tax avoid-
ance schemes; (6) waive statutory
barriers to relief from international
double taxation; and (7) expand
and modernize the provisions un-
der which U.S. and foreign authori-
ties consult and negotiate to resolve
international tax problems. The
new U.S.-Netherlands estate tax
convention empioys a different
approach than earlier conventions
to resolve problems of international
double taxation in the estate area.
This is done by giving primary es-
tate tax jurisdiction to the dece-
dent's country of domicile and
secondary jurisdiction of the coun-
try of citizenship.

The changes in recent conventions
will not eliminate international is-
sues. Nevertheless such revisions
are designed to minimize areas of
controversy and expedite agree-
ments between the United States
and foreign governments.
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Countries which have
income Tax Conventions
with the United States

. Australia

. Austria

. Barbados

. Belgium

. Burundi

. Canada

. Congo

. Denmark

. Finland

10. France

11. Gambia

12, Germany

13, Greece

14, lrefand

15, ltaly

16. Jamaica

17. Japan

18. Luxembourg

19. Malawi

20. Netherlands
Netherlands Antilles

21. New Zealand

22. Nigeria

23. Norway

24, Pakistan

25. Rwanda

26. Sierra Leone

27. South Africa

28. Southern Yemen

29. Sweden

30. Switzerland

31. Trinidad-Tobago

32. United Kingdom

33. Zambia

WONOG A WN —

Countries which have
Estate Tax Conventions
with the United States

. Australia*

. Canada

. Finland
France

. Greece

. Ireland
Italy

. Japan*

. Netherlands
. Norway

. South Africa
. Switzerland
. United Kingdom

*Also has gift tax convention with the
United States.
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Competent Authority
Activity in

Double Taxation Cases
The international enforcement pro-
gram initiated in the early 1960's
resulted in an increase of realloca-
tions of taxable income to certain
U.S. corporations from their foreign
affiliates, under section 482 of the
Internal Revenue Code. This pro-
duced economic double taxation in
some cases, where no correlative
tax adjustment was available to the
foreign company. Revenue Proce-
dure 64-54 was issued to alleviate
this situation by providing unita-
teral relief to U.S. parent com-
panies in cases where double taxa-
tion would otherwise have occurred.
Similar relief has been extended,
under Revenue Procedure 69-13,
to U.S. parent corporations with
domestic subsidiaries operating in
foreign countries.

By the end of fiscal year 1971, re-
lief under both procedures had
been granted to 160 taxpayers in
an amount exceeding $33 million.

The remedy provided under these
procedures is not available for
taxable years beginning after De-
cember 31, 1964. Instead, taxpay-
ers must request the assistance of
the U.S. *‘competent authority”
(the . Assistant Commissioner—
Compliance) charged with adminis-
tration of treaty matters.

In cases where assistance is given,
the U.S. competent authority will
then seek to reach an agreement
with a foreign competent authority
which will provide relief to the U.S.
and foreign taxpayers involved.
Such agreements are reached in
most cases, on the basis of mutual
understanding and cooperation.

The number of competent author-
ity cases due to section 482 type
allocations (including allocations
by foreign tax authorities) is ex-
pected to show a distinct rise as a
result of the advent of new appeal
procedures under Revenue Proce-
dure 70-18 together with expira-
tion of relief under Revenue Proce-
dures 64-54 and 19-13. Already

34 requests for assistance under
Revenue Procedure 70-18 have
been received. Although no exact
projection can be made, a recent
survey of field offices discloses a
potential caseload many times this
number. To assist-the U.S. compe-
tent authority in handling the ex-
pected increase in complex allo-
cation issues, additional technical
analysts are being recruited and
trained.

The U.S. competent authority is
concerned with double taxation
cases other than those arising out
of Internal Revenue Code section
482 allocations. During the year he
has been involved in many cases
covering a wide range of issues
subject to provisions of our tax
treaties. Issues include questions
as to the country in which certain
items of income have their source,
whether a taxpayer of one treaty
country maintains a permanent
business establishment in the other
country, and the country in which
assets of an estate have a tax
status.

A special problem arises when in-
ternational tax issues involve cor-
porations or individuals of coun-
tries with which we do not have tax
treaties. Mutual agreement proce-
dures previously discussed do not
apply in absence of a tax treaty,
even though tax issues do arise.
This administrative vacuum creates
an unfortunate opportunity for bur-
densome or inequitable tax situa-
tions. The basic solution to this
problem is negotiation of additional
treaties.

Exchange of

Information Program

Tax treaties provide for exchanges
of tax information. Under its rou-
tine exchange program, the Service
furnishes information to other
countries on amounts of U.S.
source income received by resi-
dents of these countries and U.S.
tax withheld on such amounts on
an individual basis. (Copies of tax
returns are not furnished.) Similar
information is received from for-

445-070 0—72—+4

eign tax authorities. Approximately
555,000 information documents
were supplied to foreign authorities
and approximately 123,000 docu-
ments were furnished to the Serv-
ice under the routine exchange
program in 1971.

New procedures involving ex-
change of legal information were
initiated by the Service. Under this
program comprehensive copies of
Federal tax laws, including regula-
tion and explanatory guides, have
been furnished to all countries with
which the United States has tax
treaties. The steadily increasing
number of international tax issues
has created a need for readily avail-
able references to the current tax
laws of other countries.

Withholding Tax
on Nonresident Aliens
and Foreign Corporations

During 1969 the Office of Inter-
national  Operations  collected

$190,128,000 in  withholding
taxes. Persons who pay certain
income to nonresident aliens and
foreign corporations are required to
“withhold”” the tax from such
payments. .

The withholding tax is levied on the
gross amount of U.S. source fixed
or determinable income (largely
dividends, interest, rentals, royal-
ties, fees, etc.) which is paid to

* nonresident aliens and foreign cor-
porations. An alien residing in
Argentina who is entitled to a divi-
dend of $100 from a U.S. corpora-
tion actually receives $70. The
other $30 is tax withheld by the
payer of the dividend, at the rate of
30 percent. Tax treaties with a
number of foreign countries pro-
vide for lower tax rates as well as
exemptions for certain types of
income.

The withholding tax table which
follows shows taxes withheld from
income received by residents and
corporations of 25 foreign coun-

Tax Id from ts to nonr

4

t alien of treaty and nontreaty

counlries—calend;r ;ear 1969

Thousand dollars

' ' Tax with- foreign

‘Tax from , ' Number of
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heid by | govern- tlon docu~
domestic ©  ments ments
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tries and overseas territories which
have tax treaties with the United
Sates. The line next to the bottom
reflects the collection from resi-
dents and corporations of all coun-
tries not having treaties with the
United States.

Withholding agent collections are
listed in the second column. How-
ever, foreign governments with
which the United States has a tax
treaty and certain foreign withhold-
ing agents are also required to
withhold and remit to the United
States. This is the case when the
foreign recipient is actually a
nominee for an alien who is not
entitled to the tax treaty benefits
of the country in which the nominee
is a resident. Withholding tax col-
lected by foreign countries and for-
eign withholding agents is listed in
the third column.

Advantages of collecting the tax
before payment is made to nonresi-
dent aliens are obvious. In most
cases the nonresident alien or for-
eign corporation recipient is not re-
quired to file a tax return, inas-
much as the withholding tax rate is
ordinarily equal to the statutory tax
rate.

Foreign Tax
Assistance Program

Under the Foreign Tax Assistance
Program (FTAS) the Service as-
signs tax advisors, upon request to

" developing ‘countries to assist in

modernizing their tax administra-
tion systems. Another important
aspect of the program involves
training courses for foreign tax offi-
cials offered within and outside the
United States. FTAS is financed
and administered mainly in part
nership with the Agency for
International Development with
technical coordination involving the
Organization of American States,
the Inter-American Development
Bank, the International Monetary
Fund, the United Nations and other
multicountry organizations.
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While the Service's main effort in
helping these countries continued
on an individual country basis,
1971 saw the beginning of a shift
to a multicountry approach. There
was a reduction in the number of
individual country programs from
18 in fiscal year 1970 to 15 at the
close of fiscal year 1971. At the
same time, the Service established
closer links with the technical as-
sistance programs of multicountry
organizations.

A significant development in mod-
ernizing tax administration through
the muiticountry approach was the
meeting of representatives of nine
countries in the Far East to con-
sider creation of an Asian Tax Ad-
ministration and Research (ATAR)
organization. The objectives of
ATAR in tax administration would
be similar to those of the Inter-
American Center of Tax Adminstra-
tors (CIAT), which provides a
means for stimulating and promot-
ing improvements through semi-
nars, direct technical assistance
from member countries and re-
gional meetings for the exchange
of experiences and ideas.

An interest in forming a similar
organization is developing in the
Middle East. Lebanon sent its top
tax administrator to CIAT's Fifth
Annual Assembly to observe the
proceedings and gather material
and ideas for establishing a similar
organization.

The Service encourages formation
of regional, self-help approaches
to tax administration modernization
with the thought that as individual
countries strengthen their tax ad-
ministration systems they can rein-
force each other, thus leading to a
diminishing role in technical assis-
tance for the Service,

Active Country Programs

In the ninth year of the Foreign Tax
Assistance Program, onsite advis-
ory teams continued activity in:
Bolivia, Brazil, Colombia, Costa
Rica, Dominican Republic, Ei Sal-
vador, Guatemala, Honduras, Nic-
aragua, Paraguay, Trinidad and
Tobago, Uruguay, and Viet-Nam.
Two new programs were added:
Guyana and Jamaica. In fiscal
1971, long-term programs ended
in four countries—Argentina,
South Korea, Turkey, and Peru.

1§

Foreign Visitors

The orientation and training of for-
eign tax officials in the United
States continued as a prominent
feature of the Service’s Foreign Tax
Assistance Program. The Service
was host to 407 tax officials from
44 countries. One hundred and
nineteen attended seminars under
the Service's International Tax Ad-
ministration Training Series (IN-
TAX) in subjects such as Middle
Management Development, Super-
visory Development and Training
Management. Programs were spe-
cially tailored to fit particular needs
of the other 288 visitors.

Not ali visitors came from develop-
ing countries. Many came from
such industrialized countries as
Great Britain, ltaly, Japan, and
Germany. The Service's automated
data processing system drew more
attention than any other function.

Support to Other Organizations
The Service continued to provide
technical support to the Interna-
tional Executive Service Corps. This
organization sponsors tax admin-
istration modernization programs
in Singapore and Taiwan. In addi-
tion, support was given to exten-
sive programs in Lebanon and
Saudi Arabia.

Lectures were given by Service per-
sonnel on problems in tax admin-
istration at a seminar sponsored by
the Organization of American States
for Central American countries.

2,613 Officials from

97 Countries Were Trained in
the United States

in Past Nine Years
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Inter-American Center of Tax
Administrators (CIAT)

CIAT continued to grow and to
broaden its services to member
countries by arranging for ex-
changes of technical information
between countries and enlarging
the coverage of its technical publi-
cations. Commissioner Thrower led
the U.S. delegation to the fifth
CIAT Annual Assembly held in Rio
de Janeiro. He delivered a paper on
the significance in tax administra-
tion of a tax fraud program with
criminal sanctions, an area in which
tax officials in developing countries
are showing increasing interest.

Many foreign tax officials visit the Service
each year. Pictured at the right is General
Jung Keun Oh, Commissioner of Naticnal
Tax ini: ion of the Republic of
Korea presenting a desk name plate to
Commissioner Randolph W. Thrower.

CIAT also conducted two technical
seminars in auditing and auto-
mated data processing attended by
representatives of member coun-
tries and representatives outside
the Western Hemisphere. Service
personnel  presented technical

papers and participated in discus-
sions at both seminars.

Training for foreign tax officials continued
at an increased pace. Joseph R. Harmon
(center, first row), Director of the Serv-
ice’s Foreign Tax Assistance Staff is pic-
tured below with Brazilian tax officials
who visited the United States to take part
in an Organization and Methods INTAX
Seminar in Tax Administration.
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Introduction

The legal work of the Service is per-
formed in the Office of the Chief
Counsel. The Chief Counsel ren-
ders opinions to officials of the
Service on substantive legal ques-
tions. The legal staff prepares
Arafts of proposed regulations im-
plementing tax laws and partici-
pates in the rulemaking process in-
volving these regulations. For a
discussion of the regulations pro-
gram see Chapter 1, page 8.
Technical assistance is also fur-
nished to the Treasury Depart-
ment's legislative program.

In litigation, the Chief Counsel rep-
resents and assists the Commis-
sioner in trying and settling cases
docketed in the U.S. Tax Court.
Important court actions are in-
cluded in the appendix beginning
on page 91. The legal staff also fur-
nishes advice relating to refund
litigation, general litigation, crimi-
nal enforcement, and alcohol, to-
bacco and firearms legal matters.
Criminal prosecution cases are
shown under Chapter 3, Enforce-
ment Activities, page 31. Statistics
on legal activities are shown on
Tables 20-27, on pages 123
through 125.

Civil Litigation’

Refund Litigation Activities
During the year, 1,091 refund [iti-
gation cases were disposed of and
1,177 new cases were received,
leaving a total of 3,467 cases pend-
ing at the end of the year. in the
previous year 1,182 cases were dis-
posed of and 1,189 cases were
received.

The Supreme Court rendered one
decision in tax refund suits in which
the Government's position was sus-
tained. In the previous year the
Supreme Court rendered decisions
in four refund suits, with the Gov-
ernment’s position being sustained
in three cases.

Of the 142 opinions involving 199
cases rendered by the Court of
Appeals, 88 were in favor of the
Government, 44 were in favor of
the taxpayer, and 10 were decided
partially for the taxpayer and par-
tially for the Government.

The amount involved in pending
refund litigation cases increased to
$5623.7 million from $495.8 mil-
lion at the start of the year. This in-
crease resulted from receipt of
new cases involving $134.1 mil-
lion and disposal of cases involv-
ing $106.2 milion. The amount of
$134.1 million involved in new
cases received represents a de-
crease from the amount of $155.4
million involved in cases received
in the preceding year. The 1,091
refund suits disposed of during the
year gave rise to refunds of $57,-
900,000 consisting of $5,791,000
refunded pursuant to Court of
Claims iudements. $8.840.000 re-

funded pursuant to district court
judgments, and $43,269,000 re-
funded as a result of settiements.
The total refund of $57,900,000
represents a recovery by the tax-
payer of about 54.5 percent of the
amount of $106,223,000 involved
in completed refund suits. In these
refund suits, the Government's
position was successfully defended
with respect to $48,323,000 of the
amounts claimed for refund. (Com-
parable statistics for the past 5
fiscal years are shown in the table
below.)

Tax Court

Litigation Activity

Docketed Tax Court cases on hand
as of June 30, 1971 totalled 12,-
192, as compared to 11,453 pend-
ing 1 year earlier. 8,299 new cases
were received and 7,560 disposed
of;, the dispositions included 806
decided by the Tax Court on the
merits, 567 dismissed, and 6,187
closed by stipulated agreement of
the parties.

Two cases originating in the Tax
Court were decided in favor of the

Results in refund suits (settl

[Amounts sre in thousands of dollars)

U Num-
;. barof ' ber of
i cases Amounts ! Per- | cases Amounts - ‘Par-
dis-,  Amount saved 1centage . dis= Amount saved . centage '
Fiscal . po in. (notre- notres po: n (notre- - not re-
. year - of dllpllll‘_ lundnd), funded of . dispute funded) tunded
[ — ' . o . B . PR
o 1967 1,292 - $110,958 $47,613 4291 = 1,176 $49,331° $22,760' 46.14
1968 1,296 94,607 © 39,856 42.13 - 1,118 50,703 23,562 46.47
1969 1,563 ° 120,059 72,670° 60.53 ; 1,394 97,500' 56,992 58.45
1970 1.160 84,356 50,262 59.58 1,053 49.246' 26,401° 53.61
1971 1,091 106,223, 48,323 45.49 938 . 63,816 39,841 62.43
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Afl refund suits

and trials ined)

. District Courts 7-‘ )
DR z E

Courtof Claims
.. Num-
‘barof
cases iAmounts Per-
dis- Amount saved centago
po! not re-

in  (notse-
of dispute _funded) funded
116 $61,627 $24,853 40.33
178 43,904 16,294 37.11
169 22,559 15,678 69.50
107 35,110 23,861 67.96
153 © 42,507 8,482 20.00

Deliciencies P
1 and w
penaities Amounts
Fiscal X asserted recoversd Recovery
year . usi ,. U inds) _
7,248 ' 367,995 $109,505 29.76
iggg 5,94 s313.575 98,825 . 31.48
sl me mem ]
PEU 7,560 391,605 143913 38.75
s e e
Cases disposed of by settlement
Toai - °
Deficiencles i
and ' 1
penaities . Amounts i Oversl!
Fiscal ! y
year . __ (thousands)
7 274 312,156 $85,179 27.29
!gg 2.058 . s281,785 : 82,215 ., 29.18
1969 4,776 . 329938 118,978 36.06
1970 5,343 352,328 - 4 105,447 < 29.93
1971 6,187 316997 ! 100788 | 3173
Cases disposed of by triaf !
et ol | R
. ficles i )
" nu:fht:: | defic nc.l:: ! Total !
of cases penaities . amounts & Ovarall
Fiscal .. dispossd asserted & recovered recovery
yaar J' . 0 L. Isands s S "__!-,A troe
“wer T 7 e8e T T sdz240 1 s1ag07 - 3345
ggg 3 2{'? - ‘29.131 : 13,889 47.57
¢ 1969 . 783 . 59,798 22,888 ) 38.28
;1970 " 763 34,926 | 22,654 50.43
i 187 ! 806 | 52,998 i 21,779 41.09

;Figu;;s 1;r settted and tried cases do not add to overall totals, which include a small
led and

number of cases digmissed.

Tax in litigation

{in thousands of dollars]

S e T T T faxourt 777 Ratund

: ! e T2 Fax c“"_" - —__t  htigation

: T Taxesand Ovei~ refuni
Status Total . wa:l}us o nﬁlyn:afl?» . ;ll.lltl

" “Panding July $1,959,930 '+ $1,370,307 = +$93.748 ~ '$435877

CRmmmL VEMAE Tl e - i

810 | : X .

{ Disposedol o ! 2327841 | 1467714 & 136412 : 523715
Amount saved 201.226 |, 143913 , 6990 . 48373
Amountseved | 201,226 I, 143,913 ., B0 .

;'Revised.

Trial court cases, won, lost, or partially won (and partially lost) for the Government

__ Taxcoun
19700 " 19714
T T 1517 207" 3277 a0y
' Lost i 18" e 123, 17 "82. 100
' Decided partiatiy for the taxpayer . R i "
and partially for the Government 4 58, AZD‘_ 161 280

122 opinions rendered involving 26 cases.

1344 opinions rendered involving 424 cases.

1 Figures for 1970 are opinions, involving a tota! of B59 cases. -

1 For 1971, figures represent cases (787 cases invoived in 526 opinions).

Government by the Supreme Court.
The Tax Court entered 526 opin-
jons involving 787 cases. A total of
315 opinions were decided for the
Government; 73 for the taxpayer,
and 138 were decided partially for
the Government and partially for
the taxpayer. In addition, the Tax
Court entered nine Summary Opin-
jons involving nine Small Tax
Cases. Two were decided for the
Government, four for the taxpayer,
and three partially for the Govern-
ment and partially for the taxpayer.
The Courts of Appeals rendered
126 opinions involving 195 Tax
Court cases; 84 were decided for
the Government, 28 for the tax-
payer, and 14 partially for the Gov-
ernment and partially for the tax-
payer.

In the trial or settltement of cases
in Tax Court, the Government was
awarded $144 million in taxes and
penalties out of $392 million put
in issue, and saved $9 million out
of $14 million in overpayments
claimed by taxpayers. As of the
end of the year, $1.5 billion was
involved in taxes and penalties
being contested in the Tax Court.
The first three tables on this page
shows comparable statistics for the
last 5 fiscal years.)

Shown below is the Government's
record of wins, losses and partial
wins in trial courts (Court of
Claims, U.S. District Courts and
U.S. Tax Court) having jurisdiction
of Federal tax cases.

Tort Claims

The Service acted on 198 tort
claims in 1971. This represents an
increase of 32 claims over the pre-
ceding year. Also, the number of
large claims received was greater
than for the preceding year.
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Case Disposals by Office of Chief Counsel

Number of Cases

11,810

Genera! Tax Aleohol
litigation court and
litigation tobacco tax
fitigation
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General Litigation

Legal Services

In the general litigation area, case
receipts increased over the preced-
ing year by 2,261 cases. Disposals
increased from 10,138 cases in
1970 to 11,810 in 1971. The in-
ventory of pending cases stands
at 6,874, an increase of 1,296
cases over the 5,578 pending at
the end of 1970. Increase in re-
ceipts occurred at both the Na-
tional and field levels and related
to cases in litigation and advisory
opinions. Receipts at the field level
inciuded 6,765 cases in litigation
and 5,840 noncourt cases as com-
pared to 1970 field receipts of
5,535 cases in litigation and 4,883
noncourt cases. National Office re-
ceipts included 199 cases in liti-
gation and 260 noncourt cases, as
compared to 1970 figures of 159
and 226, respectively. Field dis-
posais were 5,911 cases in litiga-
tion and 5,554 noncourt cases in
comparison to 1970 disposals of
5,113 cases in litigation and 4,693
noncourt cases. National Office
disposals increased over the 1970
disposals, 97 cases in litigation
and 248 noncourt cases in 1971
compared to 165 cases in litigation
and 167 noncourt cases in 1970.
For detailed statistics on case re-
ceipts and disposals, see Tables 24
through 27 on page 124.

The Supreme Court decided 2
cases in favor of the Government
and one case against the Govern-
ment in the general litigation area.
There were 2 number of cases de-
cided by courts of appeal and in 10
cases petitions for writs of cer-
tiorari were filed and denied. De-
cisions in the general litigation area
involve issues relating to collection
of Federal tax claims and liens and
matters concerning injunctions and
civit enforcement of internal reve-
nue summons. Summons cases
continue to represent a major area
of litigation,

Extensive legal services were fur-
nished by National and field offices
in connection with disclosure of in-
formation, noncollection matters,
and matters arising under the
Freedom of Information Act (5
U.S.C. §552). General litigation
lawyers participated in training
sessions held in all regions in the
Advanced Technical Training Pro-
gram for Revenue Officers. They
also furnished substantial legal
assistance and performed many
services not related to docketed
cases, such as rendering day-to-
day formal and informal advice to
administrative personnel, visita-
tions to service centers, district
offices and participating in general
training programs for collection
personnel.

Revenue Legislation
Assistance Provided

General

The Service continued to play an
active role in development of legis-
lation relating to internal revenue
matters by providing technical as-
sistance to other offices of the
Treasury Department, to staffs of
committees of Congress concerned
with tax matters and, on occasion,
to other executive agencies. Such
assistance inciuded preparing in-
formation reports, technical re-
ports, drafts of bills and accom-
panying technical explanations and
other data relating to legisiative
matters, and attending public hear-
ings and congressional committee
meetings.

To assist the Assistant Secretary
for Tax Policy in formulation of the
Treasury Department's legislative
program, the Service engaged in a
number of research and study pro-
jects in such areas as estate tax
and tax on foreign income.

Tax Legislation Enacted

The Excise, Estate, and Gift Tax
Adjustment Act of 1970 (Public
Law 91-614) shortened time for
filing and paying tax on estate tax
returns from 15 months after the
decedent's death to 9 months. In
the case of the gift tax, the Act
changed the filing of returns and
payment of tax from an annual
basis to a quarterly basis. The Act
postponed scheduled reduction of
the 7 percent excise tax on auto-
mobiles and the 10 percent excise
tax on telephone service until 1973.

Congress enacted a number of
other public laws relating to tax
matters, the most important are
listed and summarized below:

Public Law 91—469, enacted Octo-
ber 21, 1970, permits certain
shipping companies to defer pay-
ment of income taxes upon agree-
ment to deposit the income into a
fund to purchase or replace U.S.-
flag merchant marine ships.

Public Law 91-518, enacted Octo-
ber 30, 1970, provides for a tax
deduction for certain payments
made by a railroad to the National
Railroad Passenger Corporation.

Public Law 91-679, enacted Janu-
ary 12, 1971, provides that in cer-
tain cases a spouse will be relieved
of liability arising from a joint in-
come tax return.

Public Law 929, enacted April 1,
1971, extends the interest equali-
zation tax‘through March 31, 1973.

Public Law 91-673, enacted
January 12, 1971, made several
amendments to the beer provisions
of the Internal Revenue Code. In
general, these amendments (1)
liberalized provisions for refund or
credit of tax on beer returned to the
brewery, lost or destroyed; (2) per-
mit removal of beer for research or
development without payment of
tax; (3) modified provisions defin-
ing the limits of brewery premises
for certain operations; and (4) pro-
vided for establishment of experi-
mental breweries.

Title X! of the Organized Crime
Control Act of 1970 (18 U.S.C.
§5§ 841-848) provides compre-
hensive Federal controls over
traffic in, and storage of, explo-
sives. These controls are adminis-
tered and enforced by the Alcohol,
Tobacco and Firearms Division of
the Internal Revenue Service. The
Act aiso expands Federal author-
ity over unlawful use, and threat-
ened use of explosives, formerly
contained in 18 U.S.C. § 837 and
provides for joint enforcement
thereof by the Treasury Depart-
ment and the Federal Bureau of
Investigation. The provisions of 18
U.S.C. §§ 2514 and 2516 with re-
spect to transactional immunity
and wire communications are now
made applicable to the provisions
contained in 18 U.S.C. §944
(d)—(i).

Title Il of the Omnibus Crime Con-
trol Act of 1970 (18 U.S.C. §
924(c)) provides for more severe
sentencing of persons convicted of
carrying or using a firearm in com-
mission of a (Federal) felony.

Public Law 91-659, enacted Janu-
ary 8, 1971, made several amend-

- ments to distilled spirits provisions
of the Internal Revenue Code.
These amendments (1) liberalized
refunds or allowances with respect
to tax on distilled spirits lost or
destroyed at distilled spirits plants;
(2) made domestic distilled spirits
available to foreign embassies free
of tax; (3) permit ‘“bottiing-in-
bond’ spirits to be bottled after
payment of tax; and (4) extend to
bulk distilied spirits from Puerto
Rico and the Virgin Islands the
privilege, previously available only
for imported spirits, of transfer
from Customs to Internal Revenue
Bond.
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Tax Legislation Pending
Among tax bills awaiting action by
Congress at the end of the year
were the following:

H.R. 20, to provide for export .in-
centives through use of a domestic
international sales corporation
(DISC).

H.R. 25, to simplify the Internal
Revenue Code of 1954 by repeal-
ing obsolete and rarely used
provisions.

H.R. 424, to provide an income tax
deduction, in the case of disabled
individuals, for transportation ex-
penses to and from work and pro-
vide an extra exemption for a tax-
payer or spouse who is disabled.

H.R. 7296, to permit a govern.
mental unit issuing industrial de-
velopment bonds to elect to have a
$10 million, rather than a $5 mil-
lion, limit apply to an issue.

S. 382, to provide tax incentives

-for contributions to candidates for

Federal office.

Legislative Cooperation

The Service furnished technical as-
sistance to the staff of the Joint
Committee ‘on Internal Revenue
Taxation and the House Committee
on Ways and Means in perfecting
bill language and drafting commit-
tee reports on two bills in the
alcohol, tobacco and firearms area.

Legislative Imp!ementation

An important function of the Serv-
ice is to implement tax legislation
once it has been enacted. Imple-
mentation includes issuance of
new and amendatory regulations,
revisions of tax return forms and
instructions, issuance of publicity
primarily through news or techni-
cal information releases, revisions
of Service publications, and issu-
ance of special instructions and
procedures to field offices. (For a
fuller discussion of some of these
programs, see Chapter 1 and the
Appendix.)
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Interpretative

Activities

Interpretative activities remained at
a high level during the fiscal ygar.
There was a substantial increase in
the number of cases formally
submitted. Personnel of the Chief
Counsel's office participated with
representatives of the Assistant
Commissioner (Technical) in devel-
oping solutions to problems of par-
ticular urgency, and arrangements
were made for the Chief Counsel's
Office to informally review all Reve-
nue Rulings prior to their publica-
tion. Many questions of significant
impact arose as a result of develop-
ing regulations under the Tax Re-
form Act of 1969.

Among the corporate reorganiza-
tion problems considered were
those resulting from recent changes
in the Code which permit new types
of triangular corporate acquisitions
whereby a subsidiary uses stock of
a parent in making acquisitions.

Consideration was also given to the
scope and ramifications of the Su-
preme Court's significant decisions
in Nash v. United States, 398 U.S.
1 (1970), and United States v.
Davis, 397 U.S. 301 (1970). The
Nash decision has required a com.
plete reexamination of the Service's
previous positions concerning the
tax effect of transfers of accounts
receivable where the transferor
used a reserve for bad debts. In
light of the Davis decision consid-
eration is being given to establish-
ing guidelines as to when distribu-
tions to shareholders result in a
“meaningful reduction’’ of their in-
terests so as to qualify for capital
gains rather than dividend
treatment.

In the natural resources area the
Chief Counsel's Office was asked to
determine the nature of economic
interests of oil companies where
a domestic governmental unit or a
foreign country owns the resources.
This matter was still under study at
the end of the year.

One of the persistent problems in-
volving individual taxpayers was
resolved by the publication of Rev.
Rul. 71-247, L.R.B. 1971-23, 8.
It was concluded that for purposes
of the travel expense deduction, the
“home” of an employee who is as-
signed to work at widely scattered
temporary locations is the fixed
abode where he resides with his
wife and children.

Personnel of the Chief Counsel's
Office participated extensively in
the development of Rev. Rul. 70—
544, C.B. 19702, 6 and Rev. Rul.
70-545, C.B. 1970-2, 7. These
two published rulings contain com-
prehensive descriptions of the Fed-
eral income tax impact on individ-
uals, exempt pension funds, sav-
ings and loan associations, and real
estate investment trusts of the sale,
ownership, and purchase of frac-
tional interests in pools of real es-
tate mortgages administered by the
Government National Mortgage As-
sociation. These two Revenue Rul-
ings should provide valuable guid-
ance to the mortgage industry.

Tax exempt organizations received
a great deal of attention. The char-
itable status of ‘‘public interest law
firms'" was one of the problems
considered. These firms litigate for
the public good in some chosen
area of national interest, such as
preservation of the environment or
consumer protection. Because the
legal issues were novel and com-
plex the issuance of all rulings to
such organizations was suspended
for 60 days in the fall of 1970.
Chief Counsel's Office participated
in an intensive study which cul-
minated in the issuance of guide-
lines for these firms to follow to
obtain favorable rulings. The legal
rationale was also developed to
support the announcement that pri-
vate schools would no longer be
entitled to a charitable classifica-
tion if they maintained a racially
discriminatory admissions policy.

Attention was also given to proce-
dural questions that the Service
was required to consider in imple-
menting its duties and responsibili-
ties under the National Environ-
mental Policy Act of 1969 (NEPA).
This Act required agencies to pre-
pare and publicize environmental
stalements in connection with all
proposed major actions signifi-
cantly affecting the quality of the
environment. The Service was re-
quired to develop its own in-house
procedures and guidelines. A docu-
ment was prepared and forwarded
to the Treasury Department.

New Small Tax Case
Procedures in the
United States Tax Court

Taxpayers with small disputes now
have a quick and inexpensive way
to secure a court “trial. The Tax
Reform Act of 1969 established
simplified and less formal proce-
dures in the U.S. Tax Court for tax-
payers with relatively small dis-
puted amounts (where neither the
disputed amount of the deficiency
nor the claimed overpayment of in-
come or gift taxes exceeds $1,000
in any one taxable year or $1,000
in estate tax). When the small case
procedure is used, the Court need
not prepare written findings of fact
and may support its decision with
a brief summary opinion outlining
the basis of the decision. Decision
and summary opinion are not a
precedent for future cases. Deci-
sions in such cases are not appeal-
able by either party.

The small case procedure may be
used only on the request of the tax-
payer, but even if the taxpayer so
requests, the Tax Court may refuse
to use the procedure if, either on
its own motion or at the Govern-
ment’s request, it determines be-
fore trial that important reasons
exist for conducting the trial under
regular procedures. In addition, the
Court may discontinue small tax
case procedures and handie the
case under the regular procedures
if, before the decision becomes
final, it becomes evident that the
contested deficiency or overpay-
ment is an amount greater than
$1,000."

A petitioner whose disputed tax is
within the statutory amount who
wishes to have his case handied
under the small tax case proce-
dures may so elect at the time he
files his petition. A simplified peti-
tion form is available upon request
from the Clerk of the Court. The
Court will ordinariy permit a tax-
payer to elect small tax case proce-
dures at any time prior to trial. The
Court may also permit a petitioner
to withdraw his election at any time
before the trial.

Upon the filing of the answer, the
case is treated by the Court as
ready for trial and no reply is re-
quired unless the Court so directs.
Affirmative allegations in the an-
swer are ordinarily deemed denied.

Trials of small tax cases are con-
ducted as informally as possible
consistent with orderly procedure,
and any evidence deemed by the
Court to have probative value is ad-
missible. A petitioner may appear
for himself or he may be repre-
sented by any person admitted to
practice before the Court. The hear-
ing is stenographically or otherwise
recorded, but a transcript need not
be made a part of the record unless
the Court directs. Neither briefs nor
oral arguments are required but the
Court may hear oral argument or
permit filing of briefs or memoran-
dum briefs. If briefs are permitted
by the Court, the Judge or Com-
missioner ordinarily require that
they be filed in a relatively short
time so that the case may be de-
cided promptly. ’

A small tax case session is ordi-
narily presided over by a Commis-
sioner (there are presently five
Commissioners) and although final
action in small tax cases must be
taken by a Judge of the Court, the
Commissioner may announce his
recommended disposition from the
bench. The procedures make it eas-
ier and less expensive for taxpayers
with small cases to bring their
cases before the Tax Court and
obtain a prompt disposition.

Small tax cases may be tried in
cities located in all 50 states and
the District of Columbia.
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Introduction

Although branches of the Service
participate in planning, overall
leadership and special skills are
provided by the office of the Assist-
ant Commissioner (Planning and
Research). This office also per-
forms regular staff studies and re-
search for the office of the Assist-
ant Secretary of the Treasury for
Tax Policy.

As modern concepts and tech-
nology have provided more oppor-
tunities for greater efficiency and
sophistication in tax administra-
tion, it has become necessary to
perform systems analysis, and
planning and research on a continu-
ing basis.

It required years of planning to de-
sign the automatic data processing
system, and it will take many more
years to improve the system, using
the best technology available.
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Storage and Retrieval

of Images of Tax Returns
Large scale requirements for ac-
cess to returns will continue to
burden the Service as long as puli-
ing and refiling original documents
remains a standard practice.

In January 1971, testing was begun
to determine the feasibility of using
microfilmed images of individual
tax returns and documents, in lieu
of the original documents.

Microfilm viewer-printers are used
for retrieval of the data by provid-
ing an image on a screen or a hard
copy reproduction. Taxpayers in
two test districts (Springfield,
Illinois and Cleveland, Ohio) can
visit or telephone their district
office and receive a quick answer to
questions regarding their returns.

Integrated

Data Retrieval System

(IDRS)

The Service is using the most ad-
vanced technology to speed replies
to the vast number of inquiries it
receives concerning taxpayer ac-
counts. With an ever increasing
volume of returns filed, the Serv-
ice has committed itself to keeping
pace with the newest developments
in computerization by installing the
Integrated Data Retrieval System
(IDRS).

Starting in October 1971, the sys-
tem will be operational on a limited
basis in eight states in the south-
west part of the country.

Here is how IDRS works: If the in-
quiry is by telephone, the taxpayer
is asked to hold the line while a
Service employee in the receiving
office consults the computer. An
employee in Little Rock, Arkansas,
for example, can interrogate the
computer by sending a message on
a terminal resembling a typewriter
keyboard to the service center in
Austin, Texas. Information con-
cerning the taxpayer's account is
flashed within seconds on a video
screen above the keyboard in Little
Rock. If necessary, the employee
can obtain a printed copy of what

is on the screen. The Service em.
ployee in Little Rock can then pick
up the telephone and answer the
inquiry. «

The major advantage of IDRS is
that Service employees gain quick
access to information stored (many
miles away) in computers for an-
swering taxpayer inquiries on many
active accounts. Questions about a
taxpayer's account status can be
answered while he is on the tele-
phone or standing at the informa-
tion booth.

The key to IDRS is a system of
video display-inquiry stations to be
located in Service offices. These
stations will be linked to large
random-access computer files in
service centers. This arrangement
enables the Service to produce, al-
most instantaneously, a taxpayer's
record in an office far removed from
the service center where the tax-
payer's return is processed.

The system affords almost im-
mediate access to a particular file,
eliminates paperwork, and provides
for rapid updating of files.

Planning-Programming-
Budgeting System
Continues to Evolve

Planning - Programming - Budget-
ing System (PPBS) techniques were
continued by the Service in its 5-
year program planning. Program
analyses and coordination facili:
tated developing spring preview
estimates for review of the Serv-
ice’s budget proposals.

Estimates of revenue increases, by
type of tax (which are expected to
result from program increases con-
tained in the Service's budget
request), were developed for inclu-
sion in the Treasury's general esti-
mates of revenue receipts as re-
flected in the President's budget.
Relating revenue increases from
enforcement programs to program
costs makes it possible to project
the effects of Service budget on
Federal receipts. A gain of about $5
occurs for each additional dollar of
enforcement manpower.

The Service prepared a compilation
of data for a Special Analysis of
Programs for Reduction of Crime
for the Office of Management and
Budget. This material accompanied
the Federal Budget and consisted of
an analysis of actual and estimated
crime reduction program outlays
for FY 1970-1972 and outlined
(1) program cbjectives, (2) impor-
tant budget year program changes,
(3) actual and projected program
accomplishments, (4) legisiation
enacted in the past 12 months af-
fecting the program, and (5) steps
taken in the last year toward im-
proved interagency and intergov-
ernmental cooperation and coordi-
nation. Service material covered:
Income tax fraud, alcohol and to-
bacco tax evasion, firearms, ex-
plosives, and specialized activities
against organized crime.

Analytical Studies
Sharpen
Program Development

The Service conducted a number of
analytical studies during the year.
These include:

Audit Strategy Study

The short-term phase of the Audit
Strategy Study was completed this
year. This phase was concerned
with  investigating alternatives
aimed at achieving an optimum
balance of several significant tax
administration  objectives. The
long-term phase of the study is
continuing, aiming for additional
refi its in audit planning tech-
niques by taking into account the
impact of tax appeal actions, ap-
plication of different audit proce-
dures, flexibility of future audit
operations, utilization of informa-
tion aids, and more refined esti-
mates of the indirect effect from
enforcement.

Statutory Unallowable

Items Test

The Service conducted a test of
the feasibility of developing 2 low
cost program for screening all tax
returns for deductions which ap-
pear unallowable by statute. Pre-
liminary results indicate that this
program may result in correcting
over 300,000 returns producing

-revenue of approximately $20

million.

Redefinition of Individual
Income Tax Audit Classes

A study of Individual Income Tax
Audit Classes was conducted with-
the objectives of (1) defining new
audit classes of taxpayers whose
returns require similar audit skills
and (2) providing for increasing the
effectiveness of classification tech-
niques and use of scarce audit
manpower.

As a result of this study, business
returns with adjusted gross income
under $10,000 were separated into
four groups, two groups with low
compliance and high average
amounts of tax change (farm and
nonfarm), and .two with higher
compliance and lower tax change
(farm and nonfarm).

Discriminant Function
Formulas

for Small Corporation Returns
A study was organized to develop
discriminant function formulas to
select for audit corporation returns
with assets of less than $1 million.
If this effort proves successful a
new classification system will be
installed in 1973 to increase the
effectiveness of audit in the cor-
poration return area.

Special Study

of Delinquent Accounts

and Returns

Twelve studies are underway to
develop more efficient procedures
for achieving compliance with fil-
ing and payment requirements of
the Internal Revenue Code. Five
relate to unpaid accounts, three

relate to a more effective filing con-
trol of Forms 1040 (including the
utitization of information docu-
ments such as Form 1099, 1065,
11208, and W2), and the remain-
ing four relate to a more efficient
system for maintaining filing con-
trol of Business Master File re-
turns. These studies are conducted
with a view to improving the yield/
cost experience in the three areas
cited as well as measuring the ef-
fect of the programs on improving
voluntary compliance. It is antici-
pated that these studies will result
in improvement in allocating en-
forcement manpower to under-
staffed programs.

Study of IRS Organization

In 1969 the Commissioner
launched a comprehensive study of
the entire Service organization to
ascertain whether tax administra-
tion responsibilities were being dis-
.charged in an efficient and effective
manner, and to insure that the
Service would be able to adapt to
the changing environment of the
1970's.

To conduct the study a group of
Service and Treasury executives
was appointed. A number of sub-
studies were also undertaken by
National, Regional, and District Of-
fice officials; and the resulting re-
ports were submitted to the group
for consideration. The group’s re-
port and recommendations have
been submitted to the Commis-
sioner.

Organizational changes designed to
make the Service more responsive
to needs of taxpayers will be imple-
mented in FY 1972, These changes
involve creation of a new Taxpayer
Service Division to upgrade Service
efforts to provide assistance, infor-
mation, materials, and other serv-
ices to the taxpayer. A newly es-
tablished Assistant Commissioner
for Accounts, Collection, and Tax-
payer Service (ACTS) will super-
vise the new division as well as the
Coltection Division and the Data
Processing organization of the Na-
tional Office. At Regional Offices the
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organization supervised by Assist-
ant Regional Commissioners for
Collection and Data Processing is
being combined under an Assistant
Regional Commissioner for ACTS.
The Collection Division in each of
the 58 IRS District Offices is being
redesignated the Collection and
Taxpayer Service Division, and in
the larger districts, will inciude a
separate Taxpayer Service Branch.

Other recommendations of the
study group are being evaluated.

The Taxpayer
Compliance Measurement
Program (TCMP)

The Taxpayer Compliance Measure-
ment Program is the major long-
range scientific research program
of the Service. It is designed to an-
swer basic questions about how
well taxpayers voluntarily comply
with tax laws. The Service must
have meaningful measures of the
total tax administration job. These
measures are obtained through the
TCMP and other programs and are
compared with current operations
to determine what portion of the
tax administration job is left un-
done, and what programs are
needed to close the gaps.

TCMP has helped to identify and
classify size and frequency of er-
rors on income tax returns. It pro-
vides the basis for analyses, based
on sampled data, to channel the
Service's scarce resources into
programs aimed at noncompliant
taxpayers.

In 1971 TCMP data were used for
refinement of Service programs,
and to answer inquiries on tax-
payer compliance. In addition,
plans were developed for inquiries
into the estate tax and information
returns area.
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Research Emphasizes
Improved

Tax Administration

During 1971, efforts were directed
toward (a) alleviation of problems
in the income tax withholding sys-
tem, (b) development of legislative
and regulatory proposals on ad-
ministrative aspects of the tax sys-
tem, (c) design of changes in ad-
ministrative procedures to improve
compliance, and (d) expansion
of the Federal-State cooperative
program for exchange of tax
information.

Income Tax Withholding

Provisions of the Tax Reform Act
of 1969 resulted in underwithhold-
ing of tax for employees in certain
situations. The new low income al-
lowance was built into withholding
schedules applicable to all wage
earners. This resulted in a prob-
lem for some employed couples.
For withholding purposes, each
spouse is given a low income al-
lowance, but only one low income
allowance is applicable on their
joint return. Standard deduction al-

- lowances are built into the with-

holding system without limitation
to amount. The increase in the per-
centage standard deduction pro-
vided by the Act aggravated under-
withholding problems of employees
who claim the maximum standard
deduction or whose itemized de-
ductions are less than the percent-
age deduction allowance assumed
for withholding.

A legislative proposal is being de-
veloped to reduce underwithhold-
ing which stems from the disparity
between the top tax rate used for
withholding and marginal rates ap-
plicable to income of employees
with high wages.

Research was also directed at de-
velopment of an alternative with-
holding method for employees who
have frequent periods of unem-
ployment during the year. These
taxpayers have an overwithholding
problem which the Service hopes
to alleviate.

Legislati and R lation:

The Service made a review and re-
evaluation of legislative changes
related to administration, proposed
by the Service in earlier years, but
still pending. A package of new pro-
posals as well as revisions, was
presented for inclusion in the
Treasury’s tax legislative program.

An analysis of experience with the
Federal tax deposit program re-
sulted in a revision of the regula-
tions covering the deposit of with-
held income tax and social security
taxes by employers. The revisions
were designed to ease deposit re-
quirements for small employers
and simplify the rules. To help
meet the Treasury's cash fiow
needs, the new regulations require
more frequent deposits by large
employers.

The Service presented its views to
the Assistant Secretary for Tax
Policy on a number of subjects. For
example, the administrative as-
pects of a value added tax were
discussed and information was de-
veloped on proposed revisions of
estate and gift tax reporting and
payment requirement,.

Administrative procedures

The Service collaborated with the
health insurance industry in a com-
prehensive study of problems the
industry encountered in complying
with information reporting require-
ments for health care payments.
Several changes have been made
through new regulations, rulings,
and administrative actions.

Arrangements were completed with
the Department of Agriculture and
Housing and Urban Development
for more comprehensive reporting
of income payments made under
programs they administer. For ex-
ample, farm support payments in
the form of materials and supplies
and FHA payments to contractors
are now covered by information
reports.

Another development in adminis-
trative procedures relates to em-
ployee pension, profit-sharing, and
other deferred compensation plans.
Work is nearing completion on a
master file system for processing
all returns related to these plans.
The stucture of the system will be
similar to the existing Business
Master File and Individual Master
Fite. Its scope will incude all funded
employee plans except those gov-
ernmental units.

Federal-State
Cooperative
Exchange Program

The scope of the Federal-State co-
operative program for exchange of
information was enfarged in several
respects.

Agreements on coordination of tax
administration have been con-
cluded with 48 states and the Dis-
trict of Columbia. (During the year,
argeements were concluded with
Alabama, Connecticut, and Louisi-
ana.) Nearly half of these agree-
ments have been negotiated or re-
vised in accordance with a model
designed to provide the best
cooperation.

Selected standard data elements on
magnetic tape from the Service's
Individual Master File were fur-
nished to State tax administrators
in 31 states and the District of
Columbia. These data covered
nearly two-thirds of all individual
returns filed with the Service for
the 1969 tax year.
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Technical assistance to the States
has also been extended in several
forms. Aid has been offered in
formulating state plans for incorpe
tax withholding, in assessing merits
of alternative state tax sources, and
in outlining problems that can be
expected in administering a new
state income tax.

The Service is exploring the possi-
bility of expanding the cooperative
audit program to include State un-
employment insurance agencies.
The program would have State
agencies perform audits on State
unemployment tax returns which
the Service cannot audit because of
limited resources. The results of
these State audits would be used by
the Service to make adjustments
on Federal returns.

In recognition of the growing auto-
matic data processing capabilities
of State unemployment insurance
agencies, the Service, in collabora-
tion with the Department of Labor,

developed a system for State com-

puterized certification of credit
which employers claim on their
Federal unemployment tax returns
for contributions paid under State
unemployment tax laws. The new
system has been introduced in
Georgia and Mississippi on a test
basis. Testing will permit the Serv-
ice to make necessary adjustments
prior to the effective date (Janu-
ary 1, 1972) for extension of em-
ployer coverage as provided by the
Employment Security Amendments
Act of 1970. The computerized sys-
tem will be implemented nation-
wide in 1973 when the number of
Form 940 returns is expected to
rise above 3 million in contrast to
the current total of about 1.7
million.

Statistics of
Income Highlights
for 1969

Estimates of individua! income and
business receipts for 1969, shown
in the annual Statistics of Income
reports, revealed moderate gains
over 1968.

Individual taxpayers reported ad-
justed gross income in excess of
$603 billion (up 9 percent), which
resulted in taxable income of $389
billion after allowing for personal
exemptions and deductions.

in the business sector, almost $1.9
triflion in business receipts were
recorded by corporate and noncor-
porate entities. Corporations ac-
counted for 83 percent of receipts
($1.5 trillion) and showed net in-
come of $82 billion. Partnerships
had net profit of $10.5 billion on
receipts of almost $86 billion. Re-
ceipts of sole proprietors reached
$234 billion and net profit
amounted to $34 billion.

The table and chart on the follow-
ing page focus on the frequency
and amount of personal deductions
and exemptions claimed on individ-
ual income tax returns. The table
reveals that the tota! amount of
deductions and exemptions for
1969 was almost 21 percent
greater than that for 1965, ac-
counted for by the tremendous
increase in itemized deductions
(up 58 percent) over the same pe-
riod. The chart shows distribution
of returns by form of deduction
and average deduction reported,
classified by size of income.

A list of Statistics of income publi-
cations in the past year appears on
page 95.
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Number of Returns and Average Deduction by Size of Adjusted Gross income

Average Deduction
$5.000 4,000 3,000 2,000

' Standard Deduction vs. ltemized Deductions

Millions of Returns

Size of
0 Adjusted Gross Income 0

All Retumns

Under $5,000
5.6 Standard Deduction

"~~~ Itemized Deductions

Type of Returns
Total returns
individual, total ¢

AGI under $10,000
AG{ $10,000 and over

Corporation, totat

Forms 1120 and 1120 Suecnal total
Assets under $50,000

Assets $50,000 under $l,000.000
Assets §$1,000,000 or more

Form 1120-S

Emptoyment

Estate and Gift
Exempt organization
Excise

Others®

————- $5,000 Under $10,000

he average range is from $2,879 for returns with Inwma of $15, 000 under $20,000 to $549,087

T
on returns with incomo of $1,000,000 or more,

Increased Use

of the Tax Models

in 1971

Originally developed 8 years ago to
meet Treasury's need for timely
estimates of the revenue effect of
proposed tax legistation, individual
and corporation tax models have
proved valuable tools for economic
planning. In 1971, new programs
were developed to provide greater
flexibility and increased production
capability.

Each model consists of a set of gen-
eralized computer programs used
with specially formatted data files
made up of records included in the
Statistics of Income files. Statis-
tical information is generated from
a specific model file by use of in-
struction cards designed by statis-
ticians and economists.
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Individual income tax returns: Number of returns, personal deductions and

exemptions

item

All mdwudual returns tuul

income year

X 1966 1967 1968 1969

mmnnas;l

_‘ 67,596 76.180 71.652 73,729 75,834

Stand.vddeductwnvetums'l 39,724 41,600 41,877 41,698 40,919

Itemized deduction returns

Number of ex‘emp!ioni

Total parsonal deductions and
exemptions

Amount of exemptions
Amount of standard deductions .
Amount of itemized deductions

 27.872- 28,560 29,774 32,030 34915
"™ 190,741 194,962 198,036 201,288 206,197

[Million dallars}

185,802 193,363 200,548,212,024 225,555

" 114,445 116,977 118,822 120,773 123,718
20,618 21,820 22,103 22,074 21,627
50,739 54,566 59,623 69,177 80,210

1 {nciudes returns with no adjusted gross income.

Beginning with the models for tax
year 1968, programs were im-
proved by development of a simpli-
fied computer language that made

preparation of instruction cards
easier. The programs were de-
signed to be used directly with any
existing Statistics of Income file
with little special preparation. The

! Data by size class are estimate

of year estimate.

Selected Types of Returns Filed in 1970, Estimated for 1971, and Projected for 1975 and 1980 by Calendar Year

[Thousands)
Actual ¢ Estimate ? Projected 3 chungn
1970 1971 1975 1980 1971 to 1980
113,356 111,278 ' 119,970 . 132,004 18.63
77,281 75,401 81.511 | 91,378 21.19
55,184 51,038 44,489 41,539 ~18.61
21,960 24,225 36,875 49,681 105.08
1,781 1,835 2,076 ' 2,437 32.81
1,510 H 1,530 1,696 ' 1,962 28.24
651" 661 718 ' 809 22.39
756 764 854 N 1,000 30.89
103 106 124 152 43.40
248 265 336 424 €60.00
21,872 21,876 23,527 24,416 11.61
287 344 373 465 35.17
530 543 653 799 47.15
' 686 718 707 333 —53.62
10918 10,561 11,123 12,177 15.30

ment Security Amendments of 1970 which atfect Form 940 returns
: ts of returns 1954 through June 30; remai filed
j2ar exmated ue 'ln ua’dmon to Form 1040, includes Forms 1040C, NR, PR,

TIncludes estimated etfects of the Tax Reform Act of 1969 on an

Form 1040 beginning with returns filed in 1971 and the Employ-

programs are capable of generat-
ing up to 100 different statistical
tables in one computer run.

During the past fiscal year, nearly
50 tax model runs were completed.
Tabulations showed a distribution
of nonbusiness and business re-
turns by revised audit classes.
These were used in determining
field office workloads for the next
several years, and in analyzing dif-
ferent withholding rates. .

Tax model data are also provided
to other government agencies on a
reimbursable basis. Extensive tabu-
lations were prepared for the De-
partment of Agriculture which
showed sources of income for
farmers in various geographic re-
gions of the country related to their
profit or loss from farm operations.

445~070 0—72——6

Returns
Filed Projections

Developing unified projections of
return filing is an important part
of Service planning. The projec-
tions are used for many types of
planning including development of
returns processing and audit work
plans, budget allocation of man-
power, and determination of facil-
ity requirements. Projections are
made for short- and long-range
time periods, and are revised an-
nually to incorporate recent eco-
nomic thinking and tax law
changes.

The employment situation, together
with the effect of ths Tax Re‘orm
Act of 1969, have caused a drop of
1.9 millicn irdividua! returns be-
tween 1970 apd 1971 calendar
years. A slight increase is expected
between 1971 and 1972 and a
substantial increase of 2.4 million
returns between 1972 and 1973.

s Includes Form 1120 with assets not re
*Includes Forms 1040€S, 1065, 1041, f004 2438 and 1042.

Due to the Employment Security
Amendments Act of 1970:and the
normal growth of 125,000, employ-
ment returns are expected to in-
crease by 1.1 million between 1972
and 1973. This reflects an increase

. in Forms 940 as a result of exten-
sion of unemployment insurance
coverage to firms having one or
more employees instead of four or
more.

The total returns file workload is
expected to grow from 113.4 mil-
lion in calendar year 1970 to 120
million in 1975, and should reach
132 million by 1980. Projections of
some major categories of returns
are shown in the table above.
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Towards More Normal
Conditions in
Financial Management

The Service received budgetary in-
creases for FY 1971 of about 1,700
man-years and $73.3 million over
the prior year. For the first time in
2 years this Congressional author-
ization was not placed under sub-.
sequent employment or expendi-
ture restrictions. The Operating Fi-
nancial Plan, which is based on the
Congressional authorization, thus
again became fully usable as the in-
strument for managing the Serv-
ice's resources.

The year was not without some un-
usual financial developments. The
Service asked for and received sup-
plemental appropriations to meet
its new responsibliities under the
Tax Reform Act of 1969 and the
Organized Crime Control Act of
1970. These funds totalied $6.2
million of which $5.2 million were
for personnel and equipment nec-
essary to launch the Service's new
explosives control program.

Two important projects were ad-
vanced by reprogramming funds.
One provided for additional equip-
ment and personnel at the new
service centers, and other provided
equipment needed to complete test-
ing of the Integrated Data Retrieval
System (IDRS) in the Southwest
Region.

Reimbursable operations were ex-
panded when the Service was called
on to participate in two special law
enforcement programs: The United
Nations security project and the
Sky Marshal operation for protect-
ing commercial airlines from hi-
jacking. The Service contributed a
majority of the personnel for these
emergency programs and was re.
imbursed for about 709 of the
nearly $2.5 million cost.

At the end of the year the Service
had used 99.89% of its total author-
ization, leaving an unobligated bal--
ance of $1.7 million.

For more financial detail see tables
28 and 29 on pages 126 and 127.
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Man-years authorized and realized

Percontage
. '

Appropriation 1970 . 197} 1970 1971 1970 1971
Salaries and expenses 1,560 1,560 1,515 1,566 97.1 100.4
Revenue accounting and '

processing 23,399 23,110 22,965 22,125 98.1 95.7
Compliance 44,009 45,281 43,615 45,045 99.1 99.5
Total . 68,968 69,951 68,095 68,736 98.7 98.3
Increase 1971 over 1970 ... +983 ... +641 ... ~4
Personnel Summary
Man-years Number on rolis
Location and type realized at close of yoar
1970 18971 1970 ' 1971
Service, total ' 68,683 68,972 . 68,098 68,987
Permanent 60,900 61,657 61,290 . 61,952
Temporary 7.783 7,315 6,808 7,035
National Office ' 14,103 14,359 4,079 4,236
Field service, totat? 64,580 64,615 64,017 64,751
Data processing, total ' 22,011 21,071, 20,172 20,059
Callection, total 11,366 11,761 11,689 11,688
Revenue officers 6.044 6,034 6,094 6,029
Other 5,322 5,727 5595 5,659
Audit, total .+ 20,444 20,536 20,995 21,192
Revenue agents 12,850 12,933 12,932 12,936
Office auditors and tax technicians 2,957 2,957 2,977 2,949
Other? ‘4,638 4,647 5,086 5,307
Intelligence, total ‘Y 2,453 2,588 ; 2,547 2,676
Special agents . 1,808 1,896 1,857 1,912
Other ‘ 645 688 690 764
Alcohol and tobacco tax, total ’ 2,854 3,120 3,004 3,470
investigators 1,207 1,372, 1262 1,616
inspectors—~general 396 408 398 416
Inspectors--on premises 410 423 422 429
Other ' 841 918 =922 1,009
Appellate, totat [ 1,462 1,412 1,470 1,392
Appellate canferees 635 626 526 634
Auditors 145 139 143 137
Other 682 647 701 621
Administration, District office 1,649 1,678 1,673 1,683
inistration, Regional H ters 922 947 972 997
Regionat Counsel ! 752 798 788 855
667 707 707 739

Regional Inspection

! Inctudes terminal leave man-years for entire Service.

Zincludes Office of Internati Op!
Center.

| C "

Center and IRS Data

dincludes overseas employees hired locally (2 in 1871 and 2 in 1970).

Service Again

Exceeds Savings Goal

As a result of continued emphasis
on management improvement and
cost reduction activities, the Serv-
ice exceeded by $24,000 the $13.2
million savings goal established at
the beginning of the year.

Of the total savings realized, $2.7
million is attributable to six major
projects implemented during the
year, several of which are described
elsewhere in this report. Continu-
ing management programs, re-
ports, incentive awards and posi-
tion management accounted for
$2.1 million in savings. The bal-
ance, $8.4 million, was derived
from hundreds of operational im-
provements implemented through-
out the Service.

New Laws Affect

Training Activities

The passage of major Service-
related legislation had considerable
impact on training programs. The
Tax Reform Act of 1969 required
an extensive training effort to ac-
quaint Service technical personnel
with its provisions. Approximately
25,000 employees took part in this
technical training. The Service's tax
law courses were also studied and
revised in light of the Tax Reform
Act.

P. ge of the Expl s Control
Act necessitated added training for
investigators responsible for en-
forcement provisions of this law.
The Service also assisted in train-
ing state and local law enforcement
personnel in cooperation with the
Law Enforcement Assistance Ad-
ministration of the Department of
Justice.

Advanced Techniques

in Training

In 1971 computer-assisted instruc-
tions were used to train operators
of input station terminals that are
part of the Direct Data Entry Sys-
tem located in service centers. Next
year, about 10,000 people will be
trained in the Direct Data Entry
System using this newly developed
technique.

Closed-circuit television is now
used extensively for instructor
training, briefing techniques, and
Chief Counsel trial attorney train-
ing. An automated shorthand re-
fresher training course, utilizing
practice tapes with speed varia-
tions to match individual needs is
in use at the National Office.

A program for Continuing Profes-
sional Development, which em-
ploys prerecorded cassette tapes
covering a wide variety of topics in
professional areas of interest for
general management, is also being
used effectively throughout the
Service.

Other Training Courses

Meet On-Going Needs

The Service offers a broad selection
of training courses to meet the de-
velopmental needs of its personnel,
and to provide job skills for
recruits.

Computer systems play a large role
in Service operations and a number
of courses have been designed to
teach computer-related  skills.
These courses range from basic
programming and systems analysis
and design to specialized programs
dealing with the Direct Data Entry
and Integrated Data Retrieval
Systems.

The basic training course for Reve-
nue Agents underwent major revi-
sion, to include more emphasis on
audit techniques. One of the basic
courses in the Service's compre-
hensive management training pro-
gram, the Advanced Seminar for
Supervisors (MDP-1), was also
thoroughly analyzed and revised
during 1971. -

Cooperative

Education Programs

The Service's cooperative educa-
tion programs continue to grow
through increased participation in
the original co-op program for ac-
counting majors and through es-
tablishment of new programs for
students in other majors. Three
new Service cooperative education
programs were initiated for Special
Agent, Revenue Officer, and Tax
Auditor trainees.

The program provides students
with a means of extending their
classroom experiences by working
at jobs related to their fields of
study. It provides the Service with
a means of selecting and employ-
ing high quality students during
their undergraduate years. The
Service makes special efforts to re-
cruit minority students inte cooper-
ative education programs. During
the 1970 calendar year, 463 stu-
dents from more than 200 schools
participated in the accounting co-
op program.

Recruitment Efforts
Extended in Excellent
Labor Market

The 1971 recruitment picture was
characterized by an abundance of
high quality applicants, many of
whom ranked in upper portions of
their graduating classes and at the
top of Civil Service registers. There
was no serious shortage of account-
ants for Revenue Agent, internal
Auditor and Special Agent posi-
tions. Other technical positions
were also filled with comparative
ease.

Recruitment efforts were extended
to students with less than 4 years
of coliege, to fill a number of sup-
port positions for some compliance
activities. These positions were de-
signed to handle more routine
tasks, thereby freeing higher level
employees to work on more difficult
cases. Support positions estab-
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lished were: Revenue Representa-
tive in Collection, Tax Fraud In-
vestigative Aide in Intelligence, and
Internal Revenue Aide for various
activities.

Tax Fraud Investigative Aides, for
example, will work with Special
Agents and perform semitechnical
and administrative aspects of in-
vestigations. Better utilization of
critical manpower will yield a more
effective and flexible force of crimi-
nal investigators as well as dollar
savings. The new Aide positions
also will become fertile ground for
identifying potential Special
Agents.

Service Among

First Agencies to

Offer Scholarships

The Service's scholarship program
was established to provide 21 dis-
advantaged high schoo! seniors
(three from each region) with
careers in accounting. After 4 years
of alternating work assignments
and study at accredited colleges
and universities, the scholars will
become revenue agents.

This program differs from other co-
operative work-study agreements
in two ways: First, it provides a 4-
year period of study; and second,
the Service, under authority from
the Civil Service Commission, may
pay travel and per diem expenses
to and from school, tuition and
matriculation fees, and costs for
books and supplies.

Staffing Pace Picks Up

at New Service Centers

Redistribution of work to three new
centers will cause a reduction in
staffing of 4,200 permanent posi-
tions at the present service centers.
This reduction should be accom-
plished through attrition and volun-
tary transfers to the new centers.

Almost all position openings at the
new centers had been announced
by year's end and selections made
for key management positions.
When operational, each center will
employ about 2,000 permanent
employees.
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Labor-Management Relations

Executive Order 11491 is the cur-
rent instrument governing labor-
management relations in the Fed-
eral Service. lts impact on the
Revenue Service is being noticed in
many ways.

The National Association of Inter-
nal Revenue Employees (NAIRE)
represents 909, of the Service's
organized employees. NAIRE
sought through use of unit clarifi-
cation petitions (with the Service's
support) to restructure its bargain-
ing units from 74 separate units
to three nationwide units. The peti-
tions were dismissed by a Regional
Administrator of the Department of
Labor and again by the Assistant

A labor relations seminar for execu-
tives has been developed; and
planning for training of labor rela-
tions specialists is underway. The
National Office has provided field
offices with assistance in connec-
tion with negotiations, unit and
election questions, and unfair labor
practice complaints.

New Grievance Guidelines

In November 1970, the Civil Serv-
ice Commission issued new regula-
tions or grievance procedures for
Government employees. The Serv-
ice designated a task force to de-
velop new regulations. The Service
was one of the first Government
agencies to fully implement the
Py ol

Secretary of Labor for Labor-Man-
agement Relations. The matter was
on appeal to the Federal Labor Re-
lations Council at year end. In the
meantime, the Service and NAIRE
agreed to enter into a “multi-unit"”
‘bargaining arrangement for Dis-
trict Offices represented by NAIRE.

The Service had been one of the
most highly organized agencies of
the Federal Government prior to
advent of Executive Order 11491.

it has since become more highly or- .

ganized as certified units are now
in existence in 57 of 68 districts,
all functioning service centers, the
Data Center, the National Com-
puter Center and two regional
offices. During the past year, four
new units were organized, covering
1,300 employees. Two units
of more than 1,000 employ-
ees changed their exclusive
recognition.

Written agreements formalizing the
relationship between the Service
and various unions representing its

employees continued to grow. -

Thirty-six agreements are now in
effect covering 28,827 employees,
representing an increase of ap-
proximately 10,000 during the past
year.

's gri directives.
Despite the short period of time
from publication of regulations to
the effective date of April 1, 1971,
a formal training course was devel-
oped, and 31 Treasury employees
were qualified as Appeals and
Grievance Examiners. Employees
may submit grievances on any
feeling of dissatisfaction, and reso-
lution of a grievance is sought at
the lowest level of supervision.

Vice President
Commends Revenue
Employment Practices

At ground-breaking ceremonies for
the new Memphis service center,
Vice President Agnew commended
Service employment practices. He
noted that “those wishing employ-
ment here will find the Internal
Revenue Service to be one of the
most enlightened of employers
whether in government or private
industry. They stand at the fore-
front of recruiting and training the
handicapped and employment of
minority groups and disadvan-
taged."”

The Service's continuing efforts in
the area of minority recruitment
were given added impetus by im-
plementation of the President's
16-point program to assist Spanish
Americans.

The Service continued its practice
of employing the handicapped. The
Western Service Center was hon-
ored as Utah's top employer by the
Governor's Committee on Employ-
ment of the Handicapped. Fifty-
two blind Taxpayer Service Repre-
sentatives in 30 states answered
taxpayer inquiries throughout the
country. Seventy-six blind persons
on duty serve as attorneys, pro-

grammers, tax law specialists, |

clerks, taxpayer service representa-
tives, and dictating machine
transcribers. Liaison has been es-
tablished with Gallaudet College
(the Nation's only liberal arts col-
tege for the deaf) to identify and
select graduates in accounting and
business administration for IRS
positions. Retarded persons have
been hired by many Service offices
in lower graded, repetitive-type
positions, and the roster of their
success stories is long and
impressive,

Assessment Center

Helps Identify

Managerial Potential

The Assessment Center technique
has been employed on a limited
basis in the past 2 years to provide
selecting officials with an objective
look at candidates for management
positions during a 2-day series of
simulated work situations. It was
continued as a part of the 1971
Executive Selection and Develop-
ment Program and was expanded
at the supervisory level, A pilot ef-
fort was also undertaken at the
midmanagement level.

A New Look

at Performance Appraisal
The Service issued a “Supervisor's
Guide to Performance Appraisal’
designed to create a climate which
will support each employee's ef-
forts towards doing a better job.
The guide offers suggestions on
how to strengthen supervisor-
employee relationships through
open discussions of performance
and mutual exchanges of expecta-
tions, and introduces the concept of
shared goal-setting.

oy

Centiphone
Increases Quality of
Taxpayer Service

The Service experimented with wide
area telephone circuits to improve
accessibility to taxpayers in rural
areas. Known as Centiphone (Cen-
tralized Taxpayer information by
Telephone), this system will permit
all taxpayers throughout a given
state to call district offices at the
local call rate.

In addition to making it easier for
the taxpayer to obtain tax assist-
ance, the Centiphone system is ex-

Jack McSpadden, blind Taxpayer Service
Representative, Little Rock, Arkansas
District received the initial phone inquiry
over the Centiphone System being in-
stalled in Little Rock, He is flanked by
District Director Fred W. Johnson on the
laft and :Assistant District Director E. E.
Cook, Jr. on the right.

pected to reduce costs, since it will
encourage taxpayer use of the tele-
phone instead of more expensive
personal visits or correspondence.

On the basis of 1971 test results,
the Service plans to expand the
Centiphone concept nationwide
over the next 4 years. Over one-
half of the Service's 58 districts
plan to install Centiphone during
the next year.
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Other Telecommunications
Progress

Negotiations with the communica-
tions industry resulted in providing
modern electronic switching sys-
tems for the three new service
centers and upgrading telephone
service at existing service centers.
The Service also began develop-
ment of telecommunications sup-
port for expansion of the Integrated
Data Retrieval System (IDRS)
which  eventually will require
22,000 miles of specially condi-
tioned telephone lines, as well as
microwave circuits and submarine
cable facilities.

A Goal

of Improved Protection

Bomb threats remain a major con-
cern. One bomb detonated in 1971
and caused the death of an em-
ployee in the Los Angeles District.
About 60,000 man-hours of pro-
ductive time were lost by the Serv-
ice during building evacuations.
However, the number of protest
demonstrations and bomb threats
involving the Service dropped from
the previous fiscal year. More effort
was put forth in evaluating and im-
proving contingency plans and
physical security measures for pro-
tection of personnel and facilities.

Physical Space

Programs Move On

Work on the three new service cen-
ters was progressing well at year's
end. Completion is scheduled for
the Fresno Center in December
1971; Memphis, in January 1972;
and Suffolk, in July 1972,

The Data Center was moved from
unsatisfactory space in downtown
Detroit to a temporary suburban
location. The new permanent build-
ing for the Data Center inside the
city is scheduled for completion by
February 1973. Preparations have
begun for installing the Integrated
Data Retrieval System in 10 serv-
ice centers and over 200 remote
stations.
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The Service also activated three re-
gional training centers, during
1971. The Southeast regional cen-
ter was opened in Atlanta, the Mid-
Atlantic center in Philadelphia and
the Southwest regional center in
Dallas.

Service Contracts

for Decentralized Printing

of Tax Packages

For several years the Service has
been seeking an effective means of
securing major tax form packages
from commercial sources. Recent
decentralized procurement for
major tax forms, through area
bidding, has reduced printing costs
and production time. The seven
regional areas are treated inde-
pendently for competitive bidding
resulting in annual savings of
$195,000. Printed tax forms are
shipped to regional service centers
where envelopes are inserted and
labels applied.

Fast Retirement of

Returns Yields Savings
Records disposal programs re-
sulted in release of space and
equipment valued at $1,425,000
for reuse by the Service, up nearly
$20,000 from last year. The “‘im-
mediate retirement’ program, in
which individual tax returns are
transferred to a Federal Records
Center 6 weeks after processing
will be extended from one to four
regions. Estimated benefits include
release of $50,000 worth of space
and savings of 75 man-years.

Inventory of Forms and

Form Letters Reduced

For the fourth consecutive year, the
Service-wide inventory of forms and
form letters decreased. The fiscal
year 1971 decrease was 4.1 per-
cent. The table below summarizes
the year's forms management
activities.

Accident Prevention

on Target

The President’'s Mission SAFETY=
70 program—a 6-year campaign
aimed at reducing the number of
disabling injuries and costs by 30
percent by the end of calendar year
1970—was  successfully con-
cluded. The Service’s 1970 fre-
quency rate of only 2.1 disabling
injuries per 1 million man-hours
worked was a 40 percent improve-
ment for the 6-year period.

Service personnel operated motor
vehicles a record 113 million miles
while on official business with an
accident frequency rate of only 6.7
per million miles driven, resulting
in the second lowest motor vehicle
accident frequency rate achieved
by the Service.

Thé Service acted on 100 claims
under the Military Personne! and
Civilian Employee’s Claims Act of
1964, settling 50 in favor of em-
pioyees who suffered personal
property losses incident to their
employment. This is a decrease of
8 percent over. the number of
claims handled last year.

Faorms and form letters

Prescribed by
Total

National Office (used at headguar-
ters and service-wide)

Regional offices (used by regional’

headquarters components or 2 or. |

more district offices)

District offices (used by local dis-’
tricts and their subordinate offices)

Service Centers
Data Center

bp-nlng 'i-\viy ! Closing
inven- devel- Elimi-' inven- Net
tory: oped nated tory change

14,328° 1,728 .2,311° 13,745 —583
,

6,238 495 693 6,040 —198

5399. 376, 915 4,860 ~539

7i0, 185 170, 724  +14
L772 648' 505, 1915  +143
209 25 28" 206 -3

Minority Business Enterprise
The Service has been active in the
President’s program to assist Mi-
nority Business Enterprise. IRS has
placed, through the Small Business
Administration, contracts totalling
in excess of $130,000 with new
minority businesses to assist them
in becoming self-supporting, pro-
ductive employers.

Electronic

Composition Sounds

New Note

Two years ago, the Service began
contracting with outside firms to
convert manuscript material for a
variety of printed documents onto
magnetic tape to permit future up-
dating without resetting type nor-
mally associated with hot-metal
type-setting methods. The new
method requires less storage
space; and facilitates producing
finished products or reprints more
rapidly and at lower cost. Each con-
tractor uses a different system for
identifying certain alpha-numeric
characters. This ordinarily pro-
hibits interchangeability between
contractors and prevents updating
or change by other than the origi-
nal contractor.

The Service's new standard system
will be required for use with all ap-
proved printing contracts, and will
allow Service data to be processed
in any contractor's file maintenance
system, even though the original
file may have been created by an-
other contractor. The standard sys-
tem will be used at the Government
Printing Office to generate typeset
composition on a computer-driven
highspeed electronic composer, de-
signed for compatibility with the
proposed IRS information retrieval
system.

Electronic composition will have a
far-reaching effect on the printing
industry in areas of cost reduction
and expedited production. The
Service currently is using this sys-
tem to produce complex indices,
catalogues, and tax rate tables, as
well as text material.

Inspection—Co-Guardian
of Service Integrity

The Service faces a demanding task
in maintaining the public’s confi-
dence in the integrity of its opera-
tions. Through its Internal Security
and Internal Audit Operations,
Service management is provided
with timely, factual, and objective
information on any matter that rep-
resents a potential threat to
integrity.

Management has responsibility for
taking corrective action on facts
developed through audits and in-
vestigations. If evidence of a viola-
tion of a Federal criminal law is
disclosed, pertinent data are fur-
nished to the Department of
Justice for prosecution.

Internal Audit Program
Emphasis on Collection
and Enforcement

Internal Audit Division programs
provide for periodic reviews of all
operations of the Service, with em-
phasis on activities closely associ-
ated with collection of revenue and
enforcement of tax laws. Examina-
tions of automatic data processing
activities are made on a continuing
basis by internal auditors.stationed
at regional service centers. These
reviews provide management with
information as to the efficiency and
effectiveness of operations and the
adequacy of controls, and point out
those areas in which corrective ac-
tions are needed. Corrective ac-
tions on internal audit findings
result in improved operating proce-

.dures and strengthened controls,

and often result in additional reve-
nue or savings, which for fiscal year
1971 are estimated at $41.8
million.

E of impr it result-
ing from internal audit findings
follow:

About $20 million in additional
penaities were recommended for
due to impl ation
of a program designed to secure
better compliance by employers in
payment of withheld taxes. internal
audit tests disclosed substantial
li with st y re-
quirements for timely deposits o
such taxes. Processing procedures
and programs were not adequate to
identify employers making only
token or late deposits; therefore,
noncompliance penalties were as-
serted only against employers who
had made no deposits. Tests
showed that employers who made
at least one deposit, but otherwise
did not make timely payments in
amounts sufficient to meet statu-
tory requirements, were respon-
sible for delays in receipt of about
$1 billion in revenue.

Corrective action in one case in-
volved the examination of income
tax returns filed by a corporation
constructively owned by one indi-
vidual, and resulted in proposed
assessments of $1.9 million. In re-
viewing closed cases internal
auditors noted that the corporation
had accumulated earnings sub-
stantially in excess of reasonable
needs, thus avoiding the payment
of income tax by its shareholder.

. Information in the case file did not

support the examining officers con-
clusion that the assertion of the tax
under Section 531 of the Internal
Revenue Code did not apply.

A computer program designed by
Internal'Audit identified over 1,600
income tax returns filed in one
large district on which nonexistent
or duplicate exemptions had been
claimed. More than $1.1 million
had been refunded on the basis of
these false claims. Management
plans to use these computer
routines for nationwide detection
of similar returns.
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Decade-Ending Year
Record in
Attempted Bribery Cases

The Service-wide program of educa-
tion and indoctrination of em-
ployees in their duties and obliga-
tions in suspected bribery attempts
shows effective resufts. During
fiscal year 1971, 134 employees re-
ported possible attempts to bribe,
resulting in 47 arrests, an all time
high.

Since January 1, 1961, 878 Serv-
ice employees, engaged in every
level of Service operations, have re-
ported bribery attempts., During
the decade 236 persons were ar-
rested or indicted for bribery at-
tempts. As of June 30, 1971, 156
had been convicted or had pleaded
guilty and another 51 were await-
ing trial.

The program is illustrated on the
graph at the right. The top line
shows the number of attempted
briberies reported, the shaded sub-
section shows the number of ar-
rests or indictments each year.

The following case examples show
that attempts to bribe are not con-
fined to particular amounts, loca-
tions, or occupations:

In the same day, busy New York
Inspectors made five separate ar-
rests for attempted bribery with
amounts ranging from $100 to
$3,500. Arrested were a woolen
jobber, a textile waste dealer, presi-
dent of*a leather goods firm, the
former president- of a demolition
and salvage corporation, and a pub-
lic accountant.

Within another 24-hour period in
the New York area four attempted
bribes in amounts totaling $1,300
were made to four different Serv-
ice employees by an accountant, a
businessman, a gynecologist, and
a former Service employee.
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Attempted Bribery Investigations / 1962-1971

150

140

130

120

110

100

80

70

60 Investigations initiated

50

1962 1963 1964 1965 1966

A New Jersey trucking company op-
erator offered a revenue agent
$1,500 for a favorable audit. He
subsequently pleaded guilty to at-
tempted bribery and was sentenced
to 3 years probation and fined
$10,000.

In lltinois, two brothers, partners in
a supermarket, offered $1,000 to
influence an audit conducted by a
revenue agent.

A Florida taxpayer and his attorney
offered a revenue agent $2,500 to
influence his decision on a tax
examination.

A Massachusetts insurance sales-
man was found guilty of attempting
to bribe a ~evenue agent with $300.
He served 3 months in prison and
was placed on probation for 2
years.

In fiscal year 1971, 33 Service
employees received letters of com-
mendation for their cooperation in
reporting bribery offers. In address-

Arrests or indictments

1967 1968 1969 1970 1971

ing himself to the Attempted Brib-
ery program, the Commissioner
stated that by giving recogni-
tion” to employees, we hope to
emphasize that '‘an agent who
develops a case despite great
trial and inconvenience, rather
than simply turning away from it,
is serving us all.”" The 33 Serv-
ice employees attest to the com-
mon resentment by Service per-
sonnel against those taxpayers or
their representatives who seek
to thwart civil assessments or
criminal prosecutions through brib-
ery. Upon the arrest of an individ-
ual who had made a bribe offer of
$100,000 to a Service employee,
United States Attorney Frederick
B. Lacy, New Jersey Judicial Dis-
trict, stated in a press release on
December 1, 1970, “The courage
and integrity of the men of the In-
ternal Revenue Service led fo this
arrest. | am proud to be associated
with agents who, by their shining
example, have demonstrated to the
cynical segment of the public that
probity cannot be eroded by
bribery.”

Guilty pleas in attempted bribery
cases outnumbered convictions by
juries by more than 2 to 1. Of 170
individuals brought to trial, 111
pleaded guilty, evith 45 being con-
victed by juries and 14 acquitted.

Complex Multi-Subject
Investigations Produce
Substantial Results

Teams of internal auditors and
internal security inspectors investi-
gate breaches of integrity involv-
ing fraud by employees and by tax-
payers in collusion with employees.
These inquiries are far-reaching in
both scope and results.

One investigation resulted in the
arrest or indictment in 1968 of 31
employees or former employees
and 13 taxpayers or tax practi-
tioners on charges of attempting to
bribe an Interna! Security Inspec-
tor. To date, 24 have been con-
victed (including 11 in 1971) and
criminal prosecution is pending
against 10 other individuals.

Charges were dismissed against
six (three due to death) and four
were acquitted.

Subsequent controlled tax exami-
nations of taxpayers whose returns
were previously examined by the
arrested employees have resulted
in proposed additional tax and pen-
alties of $6.3 million as of June 30,
1971. Weaknesses in examination
and review procedures noted dur-
ing the investigation were brought
to management's attention.

Criminal Actions Highest

in Three Years
Initiation of prosecution actions
reached a 3-year peak this fiscal

year. A total of 66 individuals were
arrested or indicted of whom 12
were employees or former em-
ployees. Comparison of prosecutive
actions initiated for the past 3
fiscal years is shown by the table
below.

At the end of the year, trial or in-
dictment was still pending against
75 taxpayers and 28 employees or
former employees.

Investigation continued into at-
tempted infiltration of the Service
by organized crime figures. In one
case, eight criminais were indicted.

Persons involved in breaches of integrity

or former ploy
Revenue Service

Taxpayers, tax practitioners, and others

Total

Number arrested or Indicted
1969 1970 1971 Total

of Internat

12 21 12 45
aa 37 54 13%
56 58 66 180

Pictured left to right are Mrs, Meryl
Smith, Brooklyn District Revenue Agent,
Vernon D. Acree, Assistant Commissioner
(Inspection), Hans Seidemann, Manhat-
tan District Revenue Agent, and Raymond
N. Kiely, Director, Internal Security Divi-
sion. Mrs. Smith and Mr. Seidemann had
just been commended by Commissioner
Thrower for their actions in reporting
bribery attempts and cooperation with the
Service in action taken.
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Record Number of
Security Investigations
Completed

Internal Security investigations of
all types completed during the year
totalled 14,263, a 41 percent in-
crease over fiscal year 1970, due
to improved procedures. In addi-
tion, 16,887 checks of police rec-
ords were made on persons con-
sidered for temporary short-term
appointments or for positions cre-
ated for special economic and edu-
cationa! programs. Investigations
are also conducted on certain ap-
plicants for enroliment to practice
before the Treasury Department,
and on accidents involving Service
employees or property.

The tabulation at the right shows
the types of investigations com-
pleted during the past 2 years and
the related disposition. It should
be noted that one of the most re-
warding aspects of Inspection ac-
tivities is that many investigations
result in exoneration of wrongfully
accused empoyees. As in prior
years the vast majority of accused
employees were cleared after
investigation.

Assistance to
Other Agencies

The Service conducted 1,359 in-
vestigations for other Treasury
components.  Inspectors ,joined
other Service enforcement agents
to become the first contingent in
the President’s program for pro-
tecting American passengers and
airplanes from hijackers. For the
period September 10, 1870
through January 10, 1971, Inspec-
tors, sometimes numbering as high
as 32, were engaged in this pro-
gram. In honoring these Inspectors,
Commissioner Thrower pointed out
that the success of this program
attested to their ability to blend
courage with discretion.
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and disciplinary actions
‘i’ypa of Investigation and Action

“Total Investigations Closed

Personnel Invastigations

Number of cases closed, total

Character and Security investigations

1970 1971 -
10,107 14,263

7,863 ' 11,600
5,593 8,946

Conduct investigations 396 499
Speciat inquiries 1.874 2,155
Actions taken by Service management officials as a result of |
Personnel Investigations
Rejections ! for employment 146
Disciptinary actions, tota! 435 541
Separations, totat 7 161 181
Bribery, extortion, or collusion 12 8
Embezzlement or theft of Government funds or
property 2
Failure of employee to pay proper tax . 6
Fatsification or distortion of Gavernment reports,
records, etc. 91 91
Unauthorized outside activity 6 2
Failure to discharge duties properly ' 6 6 !
Divulgence of contidential information 1 ]
of fees or iti (] 1
Personal and other misconduct 31 65
Suspension from duty and pay 23 37
i warnings, or 251 323 .

isciplinary actions (i di ctosed
without action, and others) 7.428 10,913
Other Investigations

Number of cases closed, tota! 2,244 2,663
Applicati for ission to before the - .

Internal Revenue Service 724 899

Charges against Attorney's, CPA's, and Enrollees 102 60

Federal Tort Claims 184 214
Attempted Bribery 88 . 129

Discrimination o 2
investigations for other Treasury bureaus 1,146 1,359 .

' under

y actions in previous years.

?|Includes resignations, retirements, or other separations while employees were under

or before

] ative
investigation disclosed derogatory information,

During October 1970, a similar
mission required the services of
30 tnternal Security Inspectors for
5,893 man-hours to assist the
Secret Service in protecting digni-
taries attending ceremonies at the
United Nations.

During the ““May Day Demonstra-
tions,” from April 24, 1971,
through May 5, 1971, 27 National
Office Inspectors were sworn in as
Deputy United States Marshals
and contributed 1,938 man-hours
in the protection of facilities and
personnel.

At the request of the Territorial
Governor, the Service detailed rev-

was made on disciplinary action where

enue agents and special agents to
investigate allegations of wide-
spread tax evasion on the part of
prominent Virgin Island residents.
Internal Audit coordinated and
supervised the work of these em-
ployees, whose activities resulted
in two successful criminal prose-
cutions and additional tax assess-
ments of $3 million. Widespread
publicity concerning the cases has
resulted in a significant increase in
voluntary tax compliance. During
prior years, Internal Audit has pro-
vided assistance to the Virgin |s-
lands in developing a modern tax
system. During this time, tax rev-
enues increased from $8.9 mil-
lion in 1962 to 56.9 million in
1970.

Advisory Groups

Assist the Service

Advisory Groups suggest ways in
which the Service can improve itg
operations and they furnish expert
advice pertaining to particular as-
pects of tax administration. At
present there are five such groups
appointed. They are: The Advisory
Group to the Commissioner, the
Art Advisory Group, the Advisory
Committee on Exempt Organiza-
tions, the Advisory Committee on
the Horse Industry, and the Ad-
visory Committee on the Cattle
Industry.

The Advisory Group to the Com-
missioner was established on June
17, 1959. It comprises distin-
guished professionals concerned
with Federal taxation and provides
constructive suggestions on ways
in which the Service can improve its
operations. The group met on Octo-
ber 12-13, 1970. The members

oare:

Donald C. Alexander, Esq.
Dinsmore, Shohl, Barrett,
Coates and Deupres

Central Trust Tower
Cincinnati, Ohio 45202

William T. Barnes

Lybrand, Ross Bros. & Montgomery
1100 Connecticut Avenue, NW,
Washington, D.C. 20036

Professor Norton M. Bedford

University of lilinois at
Urbana-Champaign

Department of Accountancy

College of Commerge and Business
Administration

Urbana, [Il. 61801

Professor J. Keith Butters

Harvard University

Grad School of B
Administration

Soldiers Field

Boston, Mass. 02163

Sheldon S. Cohen, Esq.
Cohen & Uretz

1703 M Street, NW.
Washington, D.C. 20036

F. Cleveland Hedrick, Jr., Esq.
Hedrick & Lane

1001 Connecticut Avenue, NW.
Washington, D.C. 20036

William M. Horne, Jr.

Reed, Smith, Shaw & McClay
Shoreham Building
Washington, D.C. 20005

Waiter L. Kidd'
Director of Taxes

American Telephone & Telegraph Co.

195 Broadway
New York, N.Y. 10007

Jeff Blair Mcllroy
Public Accountant

P.O. Box 4345

Little Rock, Ark. 72204

A. Waldo Sowell, Jr.

CPA, Alexander Grant & Co.

2550 National Bank of Georgia Bldg.
Atlanta, Ga. 30303

Maurice E. Stark, Esq.
Stark & Crumley
Warden Building

Fort Dodge, lowa 50501

Arthur B. Willis, Esq.
Willis, Butler & Scheifly
615 S. Flower Street
Suite 1100

Los Angeles, Calif. 90017

The Art Advisory Group was estab-
lished by the Commissioner of
Internal Revenue on February 1,
1968.

This group consists of members
representing the three major seg-
ments of the Art World—museums,
universities, and dealers. The
Group provided advice on the valu-
ation of works of art for Federal
tax purposes at meetings held on
July 23-24, 1970, November 12—
13, 1970, and April 7-8, 1971.

Dr. Richard F. Brown
Director

Kimbell Foundation
Fort Worth, Tex.

Mr. Charles E. Buckley
Director

City Art Museum

St. Louis, Mo.

Mr. Anthony M. Clark
Director

Minneapolis Institute of Arts
Minneapolis, Minn.

Dr. Perry B, Cott
Chief Curator (Ret.)
National Gallery of Art
Washington, D.C.

Mr. Charles C. Cunningham
Director

Los Angeles County Museum of Art
Los Angeles, Calif.

Mr. Louis Goldenberg
Art Deater
Wildenstein & Co.
New York, N.Y.

Dr. George H. Hamilton
Professor

Wililams College
Williarstown, Mass.

Mr. Bartiett H. Hayes
Director

American Academy
Rome, Italy

Dr. Sherman E. Lee
Director

Cleveland Museum of Art
Cleveland, Ohio

Mr. William S. Lieberman

Director

Painting & Sculpture, Drawings &
Prints

Museum of Modern Art

New York, N.Y.

Prof. Charles F. Montgomery
Yale University
New Haven, Conn.
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Mr. Frank Perls
Art Dealer

Perls Gallery
Beverly Hiils, Calif.

Mrs, Esther W. Robles
Art Dealer

Esther Robiles Gallery
Los Angeles, Calif.

Mr. Alexander P. Rosenberg
Art Dealer

Paul Rosenberg & Co.

New York, N.Y.

Mr. Theodore Rousseau
Vice Director

Metropolitan Museum of Art
New York, N.Y.

Dr. Merrifl C. Rueppel
Director

Daltas Museum of Fine Arts
Dallas, Tex.

Mr. Eugene V. Thaw
Art Dealer

E. V. Thaw Co.

New York, N.Y.
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In November 1969 the Commis-
sioner announced the appointment
of 15 distinguished Americans to
the newly created Advisory Com-
mittee on Exempt Organizations.
These widely experienced people
agreed to advise the Service in
charting the outer limitations of the
tax law regarding religious, educa-
tional, charitable, and other or-
ganizations which constitute the
majority of tax exempt organiza-
tions.

The committee met on Septem-
ber 28-29, 1970 and January 25—
26,1971,

Membership is as follows:

Dr. Cariton P. Alexis
iate Prof of Medici

Howard University
2401 Sixth Street NW.
Washington, D.C. 20001

Mr. Donald T. Burns
Arthur Young & Co.

615 South Flower Street
Los Angeles, Calif. 90017

Charles Q. Galvin, Esqg.

Dean, School of Law

Southern Methodist University
Dallas, Tex. 75222

Mr. H. J. Heinz Il
Chairman of the Board
H. J. Heinz Co.

1062 Progress Street
Pittsburgh, Pa. 15212

Dr. Adelaide Cromwell Hill
Boston University
Afro-American Studies Center
10 Lenox Street

Brookline, Mass, 02146

Dr. John R. Hogness
Executive Vice President
University of Washington
Seattle, Wash. 298105

Mr. James Roger Hull

Chairman of the Board

Mutual Life Insurance Co. of
New York

Broadway at 55th Street

New York, N.Y. 10019

Hon. Louis J. Lefkowitz
Attorney General

State of New York

80 Centre Street

New York, N.Y. 10013

Harry K. Mansfield, Esq.
Ropes and Gray

225 Franklin Street
Boston, Mass. 02110

Bishop Francis John Mugavero
75 Greene Avenue
Brooklyn, N.Y. 11238

Fred C. Scribner, Jr., Esq.*

Atwood, Scribner, Allen & McKusick
Commerce Building

Porttand, Maine 04110

Rabbi Ralph Simon
Congregation Rodfei Zedek
5200 Hyde Park Bivd.
Chicago, lIl. 60615

Mr. Richard J. Whalen
3846 Macomb Street NW.
Washington, D.C. 20016

Rene A. Wormser, Esq.
Wormser, Koch, Kiely & Alessandroni
4444 Madison Avenue
New York, N.Y. 10022

*Chairman.

In October 1970, the Commission-
er announced the formation of an
Advisory Committee on the Horse
industry. Composed of 15 distin-
guished citizens whose experience
and special knowiedge of the in-
dustry has long been recognized,
the Committee includes represent-
atives of the academic commu-
nity and professional groups con-
cerned with horses.

The primary purpose of the Com-
mittee is to apply its special exper-
tise to counsel the Service in im-
piementing important changes
such as those regarding the hold-
ing period for livestock for capital
gains treatment, the exchange of
livestock, and hobby losses. Mem-
bers of the Committee also take
part in the development of policies
and comment on administrative
guidelines or proposed rulings
dealing with horses.

The Committee held meetings on
January 21 and 22, 1970. Mem-
bership of the Committee is as
foLIows:

Albert G. Clay

Secretary of the American Horse
Council, Inc.

Mt. Steriing, Ky.

Benjamin Eshieman, Jr.
Partner, Eshleman-Vogt Ranch
Corpus Christi, Tex.

William S. Farish 1l
President, Blue Creek Ranch Co.
Houston, Tex.

W. Sidney Felton
Co-founder and General Counsel of

- the United States Pony Clubs, Inc.
Prides Crossing, Mass.

Mrs. Katherine Haley
Thoroughbred owner
Ventura, Calif,

Max C. Hempt

Owner of Hempt Farms and Officer in
numerous horse organizations

Mechanicsburg,. Pa.

Edward H. Honnen

Chairman of the Board of Trustees.
American Horse Council, Inc.

Denver, Colo.

Warner L. Jones, Jr.

President, Thoroughbred Breeders ot
Kentucky, and Board Member,
Churchill Downs and the
American Horse Council, Inc.

Goshen, Ky.

Robert H. Kieckhefer

Chairman, American Quarter Horse
Assoc.

Judges” Committee

Prescott, Ariz.

Robert G. Lawrence

Member, University of Maryland
Horse Council and Author of
numerous articles rejating to
quarter horse industry

College Park, Md.

Kenneth Merdith

C.P.A. specializing in financial
matters relating to the
horse industry

Wichita, Kans.

Gayle Mohney

Attorney representing Keeneland
Association and Breeders
Sales Co.

Lexington, Ky.

Ogden Phipps

Chairman, The Jockey Club, and
Vice-chairman the American
Horse Council, Inc.

New York, N.Y.

Hart H. Spiege!

Counsel for both horse and cattie
ranchers and former Chief
Counsel of the IRS

San Francisco, Calif.

Frederick L. Van Lennep

Treasurer and member of the Board
of Trustees, American Horse
Council, Inc.

Lexington, Ky.
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In October 1970, the Commis-
sioner formed an Advisory Commit-
tee on the Cattle iIndustry. A
primary purpose of the Committee
is to counsel the Service in imple-
menting important changes in the
tax law such as those regarding the
holding period for livestock for
capital gains treatment, the ex-
change of livestock, and hobby
losses.

The Committee will advise the
Service on development of policies
for administering new code provi-
sions dealing with cattle, and will
be asked to comment upon pro-
posed administrative guidelines or
revenue rulings.

The Committee held meetings on
January 11 and 12, 1971. The
members of the Committee are:

Tobin Armstrong
General Manager & owner of
Particcion and Armstrong Ranches
" Armstrong, Tex.

Dr. W. T, Berry, Jr.

Executive Secretary, American
Hereford Association

Kansas City, Mo.

Harvie Branscomb, Jr. Esq.
Branscomb, Gary, Thomasson & Hall
Corpus Christi, Tex.

Frank D. Brown, Jr.
Mr. Ararat Farms
Port Deposit, Md.

Gordon M. Cairns

Dean, College of Agriculture,
University of Maryland

College Park, Md.

Ben H. Carpenter

Chairman of the board & Chief
Executive Officer, Southland
Life Insurance Co.

Dallas, Tex.

Donald V. Hunter

Vice President, National Livestock
Feeders Association

Centerville, S. Dak.

John M. Marble
Rancho Tularcitos
Carmet Valley, Calif.

Robert H. Rumler

Executive Secretary, Holstein-
Friesian Association of America

Brattleboro, Vt.

Nelson E. Tamplin
Partner, Ernst & Ernst
Denver, Colo.

‘John Trotman
President, Trotman Cattle Co.
Montgomery, Ala.

Gordon VanVieck
Vice President, American National
Cattlemen’s Association

Organization—
Principal
Officers

Organization of the
Internal Revenue Service

Internal Revenue
Regions and Districts

Principal Officers

Historical
List of Commissioners

Plymouth, Calif.
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i Principal Officers of the
| internal Revenue Service

As of June 30, 1971

National Officers

Office of the Commissioner

Commissioner

Harold T. Swartz (Acting)
Deputy Commissioner
Vacant

Assi to the C:

Edwin M. Perkins

Assi to the C

Roger V. Barth

Assi: to the Ci
William H. Connett

Chairman, Tax Forms Coordinating

Committee

James N. Kinsel

Assistant to the Deputy
Commissioner

Donald C. Dawkins

Director, Foreign Tax Assistance
Staff

Joseph R. Harmon

Administration

Assistant Commissioner
Edward F. Preston
Director, Program Staff
Julius H, Lauderdale
Division Directors:
Facilities Management
Leo C. Inglesby
Fiscal Management
Alan A. Beck
Personnel
Albert J. Schaffer
Public Information
Wwm. |. Greener, Jr.
Training
Stanley Goidberg
Equal Employment Opportunity
Officer
Philip N. Sansotta

Compliance

Assistant Commissioner
Donald W, Bacon
Deputy Assistant Commissioner
Leon C. Green
Division Directors:
Alcohol, Tobacco, and
Firearms
Rex D. Davis
Appeliate
Arthur H. Klotz
Audit
Singleton B. Wolfe
Collection
Harold E. Snyder_
Intelligence
Robert K. Lund
Office of International
Operations
Clarence I. Fox, Jr.

| 82 / Annual Report / Organization—Principal Officers

Data Processing

Assistant Commissioner
Dean J. Barron
Deputy Assistant Commissioner
Vacant
Division Directors:
Management Information
William E. Patmer
IRS Data Center, Detroit,
Mich
Ernest Shaw
Operations
Clinton L. Walsh
National Computer Center,
Martinsburg, W. Va.
Eddie Heircnimu
Systems
Donald G. Elsberry

Inspection

Assistant Commissioner
Vernon D. Acree, Jr.
Division Directors:
Internal Audit
Francis |. Geibel
Internal Security
Raymond N. Kiely

Planning and Research

Assistant Commissioner
Albert W. Brisbin
Division Directors:
Planning and Analysis

Vacant
Research

James R, Turner
Statistics

Vito Natrella

Systems Development
Lancelot W. Armstrong

Technical

Assistant Commissioner
Harold T. Swartz
Deputy Assistant Commissioner
Richard J. Stakem
Division Directors:
Income Tax
John W. S. Littleton
Miscellaneous and Special
Provisions Tax
Linder Hamblen
Technical Publications and
Services
August F. Pohlig

Office of Chief Counsel

Chief Counsel
K. Martin Worthy
Technical Advisor to Chief Counsel
Robert B. Jacohy A
Special Assistant to Chief Counse/
W. Dean Mathis
Special Assistant to Chiet Counsel
Lester Stein
Associate Chiei Counsel (Litigation)
John T. Rogers
Division Directors:
Alcohol, Tobacco, and Firearms
Legal
John F. McCarren
General Litigation
J. Walter Feigenbaum
Enforcement
William F. McAleer
Retund Litigation
Robert A. Bridges
Tax Court Litigation (Acting)
Robert A. Bridges

Regional and District Officers

Associate Chief Counsel (Technical)
Richard M. Hahn
Special Assistant to Chief Counsel
Arthur B. White

Division Directors:
Interpretative
John L. Withers
Legislation and Regulations
James F. Dring

Operations and Planning
William P. Crewe

Central Region

All Regional Offices at 550 Main
Street, Cincinnati, Ohio 45202,
unless a different address is indi-
cated

Regional Commissioner

Charles G. Keebler

Accict

t Regional C issioners:
Administration

Arthur J. Collinson

Alcohol, Tobacco, and Firearms
Fred Murrell

Appellate

W. Frankiin Hammack
Audit

Michael A. DeGuire
Collection

William J. Grabo
Data Processing
Wayne S. Kegerreis
Intelligence

Harold B. Holt

District Directors:
Cincinnati, Ohio 45202
Paul A. Schuster
Cleveland, Ohio 44199
Frank S. Turbett, Jr,
Detroit, Mich. 48226
Thomas A. Cardoza
indianapolis, ind. 46204
James E. .Daly
Louisville, Ky. 40202
Robert J. Dath
Parkersburg, W. Va. 26101
Hugh D. Jones

Director, Central Service Center,
Covington, Ky. 41019

Everett L. Meek

Regional Counse!

Clarence E. Price

Regional Inspecto;

Edward A. Conroy
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1

Mid-Atlantic Region

All Regional Offices at 2 Penn Center
Plaza, Philadelphia, Pa. 19102,
unless a different address is indi-
cated

Regional Commissioner

Edward J. Fitzgerald

Assistant Regional Ce
Administration
Americo P. Attorri
Alcohol, Tobacco, and Firearms
Vacant
Appellate
Victor Cuniglio
Audit
Dwight L. James
Coliection
William F. Culliney
Data Processing
Anthony L. Carrea
Intelligence
Amerigo R. Manzi

District Directors:
Baltimore, Md. 21202
{rving Machiz
Newark, N.J. 07102
Roland H. Nash, Jr.
Philadelphia, Pa. 19108
Alfred L. Whinston
Pittsburgh, Pa. 15222
H. Alan Long
Richmond, Va. 23240
James P. Boyle
Wilmington, Del. 19802
James H. Kennedy

Director, Mid-Atlantic Service Center,
Philadelphia, Pa. 19155
Norman E. Morrill

Regional Counse!

William J. Hagen (Acting)

Regional Inspector, Bankers Securi-
ties Building, Wainut and Juniper
Streets, Philadelphia, Pa. 19017

Emanuel M. Schuster

Midwest Region

All Regional Offices at 35 East
Wacker Drive, Chicago, lll. 60601,
unless a different address is indi-
cated

Regional Commissioner

North-Atlantic Region

All Regional Offices at 90 Church
Street, New York, N.Y. 10007,
unless a different address is indi-
cated

Regional Commissioner

Alvin M. Kelley John J. Flynn

Assistant Regional Co issi 5! i Regi I C issi £
Administration Administration
William F. Sullivan Vacant

Alcohol, Tabacco, and Firearms
Vacant

Appeliate

Charles F. Miriani
Audit

John W. Baudendistel
Collection

Roger C. Beck

Data Processing
Norman B. Bergeson
Intelligence

John J, Olszewski

District Directors:
Aberdeen, S. Dak. 57401
John B. Langer
Chicago, 1il. 60602
Edwin P. Trainor
Des Moines, lowa 50309
John F. Hanton
Fargo, N. Dak. 58102
Frederick G. Kniskern
Milwaukee, Wis. 53202
Walter S. Stumpf
Omaha, Nebr. 68102
Richard P. Vinal
St. Louis, Mo, 63101
Eugene C. Coyle
St. Paul, Minn. 55101
George O. Lethert
Springfield, il. 62704
Jay G. Philpott

Director, Midwest Service Center,
Kansas City, Mo. 64170
Arnold S. Dreyer

Regional Counsel
Frank C. Conley

Regional Inspector
Vacant

.
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Alcohol, Tobacco, and Firearms
Edward . Fox

Appellate

Theodore C. Rademaker
Audit

William M. Wolf
Collection

Robert M. McKeever
Data Processing
Marshall P. Cappelli
intelligence

Vacant

District Directors:
Albany, N.Y. 12210
Donald T. Hartley
Augusta, Maine 04330
Whitney L. Wheeler
Boston, Mass. 02203
William E. Williams
Brooklyn, N.Y. 11201
Eimer H. Klinsman
Buffalo, N.Y. 14202
John E. Foley
Buriington, Vt. 05402
Fulton D. Fields
Hartford, Conn. 06115
Joseph J. Conley, Jr.
Manhattan, N.Y. 10007
Vacant
Portsmouth, N.H. 03801
Frank W. Murphy
Providence, R.. 02903
John J. O'Brien

Director, North-Atlantic Service Cen-
ter, Andover, Mass. 01812
Francis L. Browitt

Regional Counsel, 26 Federal Plaza,
New York, N.Y. 10007

Marvin E. Hagen

Regional Inspector, 26 Federal Plaza,
New York, N.Y. 10007

Sidney M. Wolk

Director, Service Center,
Brookhaven, N.Y. 11716
Earl L. Torgerson

Southeast Region

All Regional Offices at 275 Peach-
tree Street, NE., Atlanta, Ga.,
30303, unless a different address
is indicated

Regional Commissionei
William J. Bookholt
Administration
Richard C. McCullough
Alcohot, Tobacco, and Firearms
William N. Griffin
Appellate
Vance N. Bates
Audit
Harold B. Bindseil
Collection
William H. Loeb
Data Processing
Edward G. Pranczke
Intelligence
Edmund J. Vitkus

District Directors:
Atlanta, Ga. 30303
Walter T. Coppinger
Birmingham, Ala. 35203
Dwight T. Baptist
Columbia, §.C. 29201
Harold M. McLeod
Greensboro, N.C. 27401
John E. Walt
Jackson, Miss. 39202
James G. Martin, Jr.
Jacksonville, Fla, 32202
Andrew J. O'Donnell, Jr.
Nashvilie, Tenn. 37203
James A. O'Hara

Director, S.outheast Service Center,
Chamblee, Ga. 30006
Daniel H. Hollums

Regional Counsel
Henry C. Stockell, Jr.

Regional Inspector

" Earl L. Fuoss

Director, Serv. Ctr., Memphis, 'fenn.
Claude A. Kyle

Southwest Region

All Regional Offices at 1114 Com-
merce Street, Dallas, Tex. 75202,
uniess a different address is indi-
cated b

Regional Commissioner
Clyde Bickerstaff (Acting)

Western Region

All Regional Offices at 870 Market
Street, San Francisco, Calif.
94102, unless a different address

is indicated

Regional Commissioner
Homer O. Croasmun

Assist. Regional C issi 5! Assist Regional C S:
Alcohol, Tobacco, and Firearms Administration
Billy L. Gaunt Joseph T. Davis
Appeliate Alcohol, Tobacco, and Firearms
G. Clinton Witt Brenton G. Thorne
Audit Appellate
Lawrence M. Stewart Gardiner B. Willmarth
Coliection Audit
Alfred N. Kay George S. Heard
Data Processing Collection

George M. Oliver
Inteliigence
Robert D. Elledge

District Directors:
Albuguerque, N. Mex. 87101
Maurice E. Johnson
Austin, Tex. 78701
R. L. Phinney
Cheyenne, Wyo. 82001
T. Blair Evans
Dallas, Tex. 75201
Ellis Campbell, Jr.

Denver, Colo. 80202
Arthur A. Kennedy

Littte Rock, Ark. 72203
Fred W. Johnson

New Orleans, La. 70130
Carl R. Gromatzky
Oklahoma City, Okla. 73102
Clyde L. Bickerstaff
Wichita, Kans. 67202
Harry F. Scribner

Director, Southwest Service Center,
Austin, Tex. 78740
Ervin B. Osborn

Regional Counsel, 1025 Elm Street,
Dallas, Tex. 75202
William B. Riley

Regional Inspector, 1511 Bryan
Street, Dallas, Tex 75201
David O. Lowry, Jr.
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Charles D. Moran
Data Processing
Willard L. Pierson
Intelligence
Herman F. Kuehl

District Directors:
Anchorage, Alaska 99501
Lewis J. Conrad
Boise, Idaho 83701
Calvin E. Wright
Helena, Mont. 59601
Nelson L. Seeley
Honolulu, Hawaii 96813
Robert M. Cutts
Los Angeles, Calif. 90012
Frank S. Schmidt
Phoenix, Ariz. 85025
Alden W. McCanless
Portland, Oreg. 97204
Vacant
Reno, Nev. 89502
Warren A. Bates
Salt Lake City, Utah 84110
Roland V. Wise
San Francisco, Calif. 94102
Raymond F. Harless
Seattle, Wash. 98121
Neal S. Warren

Director, Western Service Center,
Ogden, Utah 84405
Robert H. Terry

Regional Counsel, 447 Sutter Street,
San Francisco, Calil. 94018

Richard C. Schwartz

Regional Inspector, 1076 Mission
Street, San Francisco, Calif. 94103

Henry A, Feltz

Director, Service Center, Fresno,
Calif. 93726

Leonard E. Semrick




Historical List of
Commissioners
of Internal Revenue

Office of Commissioner of Internal Reve-
nue created by Act of Congress, July 1,
1862

In addition, the following were Acting
Commissioners during periods of time
when there was no Commissioner holding
the office: John W. Douglass, of Pennsyl-
vania, from Nov. 1, 1870, to Jan. 2, 1871;
Henry C. Rogers, of Pennsylvania, from
May 1 to May 10, 1883, and from May 1
to June 4, 1907; John J. Knox, of Minne-
sota, from May 11 to May 20, 1883; Robert
Wiltiams, Jr., of Ohio, from Nov. 28 to
Dec. 19, 1900; Miltard F. Wast, of Ken-
tucky, from Apr. 12 to May 26, 1921; H. F.
Mires, of Washington, from Aug. 16, to
Aug. 19, 1930; Pressly R. Baldridge, of
lows, from May 16 to June 5, 1933;
Harold N. Graves, of lilinois, from Jan. 23
to Feb. 29, 1944; John S. Graham, of
North Carolina, from Nov. 19, 1952, to
Jan, 19, 1953; Justin F. Winkle, of New
York, from Jan. 20 to Feb. 3, 1953;
0. Gordon Delk, of Virginia, from Naov. 1
to Dec, 4, 1955, and from Oct. 1 to Nov. 4,
1958; Charles I. Fox, of Utah, from Jan. 21
to Feb. 6, 1961; Bertrand M. Harding, of
Texas, from July 11, 1964 to Jan. 24, 1965;
and William H. Smith of Virginia, from
Jan. 21 to Mar. 31, 196%; Harold T.
Swartz of Indiana, from June 23, 1971 to
Aug. 5, 1971,

George S. Boutwell
Massachusetts
July 17, 1862/Mar. 4, 1863

Joseph J. Lewis
Pennsylvania
Mar. 18, 1863/June 30, 1865

William Orton
New York
July 1, 1865/0ct. 31, 1865

Edward A. Rollins
New Hampshire
Nov. 1, 1865/Mar. 10, 1869

Columbus Delano

Ohio
Mar. 11, 1869/0ct. 31, 1870

Alfred Pleasonton
New York
Jan, 3, 1871/Aug. 8, 1871

John W. Douglass
Pennsylvania
Aug. 9, 1871/May 14, 1875

Daniel D. Pratt
Indiana
May 15, 1875/July 31, 1876

Green B. Raum
Iliinois
Aug. 2, 1876/Apr. 30, 1883

Walter Evans
Kentucky
May 21, 1883/Mar. 19, 1885

Joseph S. Miller

West Virginia

Mar. 20, 1885/Mar. 20, 1889
John W. Mason

West Virginia

Mar. 21, 1889/Apr. 18, 1893
Joseph S. Miller

West Virginia

Apr. 19, 1893/Nov, 26, 1896

W. St. John Forman

Illinois
Nov. 27, 1896/ Dec. 31, 1897
Nathan B. Scott

West Virginia
Jan. 1, 1898/Feb. 28, 1899

George W. Wilson

Ohio
Mar. 1, 1899/Nov. 27, 1900

John W. Yerkes
Kentucky
Dec. 20, 1900/Apr. 30, 1907

John G. Capers
South Carolina
June 5, 1907 /Aug. 31, 1909

Royal E. Cabell
Virginia
Sept. 1, 1909/Apr. 27, 1913
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William H. Osborn
North Carolina
Apr. 28, 1913/Sept. 25, 1917

Daniel C. Roper
South Carolina
Sept. 26, 1917/Mar. 31, 1920

William M. Williams
Alabama
Apr. 1, 1920/Apr. 11, 1921 '

David H. Blair
North Carolina
May 27, 1921 /May 31, 1929

Robert H. Lucas
Kentucky
June 1, 1929/Aug. 15, 1930

David Burnet

Ohio
Aug. 20, 1930/May 15, 1933

Guy T. Helevering
Kansas
June 6, 1933/0ct. 8, 1943

Robert E. Hannegan
Missouri
Oct. 9, 1943/Jan. 22, 1944

Joseph D. Nunan, Jr.
New York
Mar. 1, 1944 /June 30, 1947

George J. Schoeneman
Rhode island !
July 1, 1947 /July 31, 1951

John B. Dunilap
Texas
Aug. 1, 1951/Nov. 18, 1952

T. Coleman Andrews

Virginia

Feb. 4, 1953/0ct. 31, 1955
Russell C. Harrington

Rhode Island

Dec. 5, 1955/Sept. 30, 1958

Dana Latham
California
Nov. 5, 1958/Jan. 20, 1961

Mortimer M. Caplin

Virginia

Feb. 7, 1961/July 10, 1964
Sheldon S. Cohen

Maryland

Jan, 25, 1965/Jan. 20, 1969

Randolph W. Thrower
Georgia
Apr. 1, 1969/June 22, 1971

Appendix
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Taxpayer Publications

The wide range of matters covered
by Taxpayer Publications is most
apparent from the list of titles
reflected in this appendix. Approxi-
mately 19 million copies are dis-
tributed each year and the demand
for more information is growing.

Practically all items listed are re-
viewed each year to determine
continuing needs and revision re-
quirements. New material is added
to reflect new laws, regulations,
rulings, court decisions, and other
precedent setting developments.
Other changes reorganized ma-
terial or simplify language.

A few titles on the list (such as
Your Federal Income Tax, Tax
Guide for Small Business, and
Farmer's Tax Guide) contain all the
information generally needed by
some large class of taxpayers. Most
others deal exclusively with a par-
ticular type of income, deduction,
or other tax matter. Those that deal
with subjects already covered in
booklets like Your Federal Income
Tax include details that are not ap-
propriate for the large booklets.
Still others, such as Pension Trust
Procedures and Guide for Qualifi-
cation, contain rather complex ma-
terial intended for use of tax prac-
titioners, Service personnel, and
other specialists. A small group of
publications are intended to be
used in the Nationwide Taxpayer
Education Program. Although, the
list represents a program to de-
termine the public’'s need for pub-
lished information about the tax
laws and to develop publications in
the form best suited to fill that
need.
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The following list shows the titles
of all publications included in the
program for the fiscal year. The
unit price is shown after the titte
for items not distributed free of
charge.

Publication Number/Title

17
Your Federal Income Fax. Price 75¢ *

54
Tax Guide for U.S. Citizens Abroad

76

Law and Regulations Relating to the
Treatment of Annuities for Income
Tax Purposes. Price 45¢

(revised 5-69)

225
Farmer's Tax Guide

308
Farmer's Gas Tax Credit

334
Tax Guide for Small Business.
Price 75¢

337

taw and Regulations Relating to
Employee Pension, Annuity, Profit-
Sharing, Stock Bonus and Bond
Purchase Plans Including Plans for
Self-Employed Individuals. Price 70¢
(revised 7-68)

349
Federal Use Tax on Trucks, Truck-
Tractor and Buses

az7

Pension Trust Procedures and Guides
for Qualification Under Section
401(a) and 405(a) of the Internal
Revenue Code of 1954. Price 35¢

378
Federal Gas Tax Credit or Refund for
Nonhighway and Transit Users

448
A Guide to Federal Estate and Gift
Taxation. Price 25¢ (revised 12—-67)

463
Travel, Entertainment and
Gift Expenses

501
Your Exemptions and Exemptions
for Dependents

502
Deduction for Medical and
Denta! Expenses

503
Child Care and Disabled
Dependent Care

504
Income Tax Deduction for
Alimony Payments

505
Tax Withholding and Declaration
of Estimated Tax

506
Computing Your Tax Under the
Income Averaging Method

507
Tax Information on Schotarships
and Fellowships

Tax information on Educational
Expenses

509
Tax Calendar and Check List for 1971

510
Information on Excise Taxes for 1971

511
Sales and Other Dispositions of
Depreciable Property

512
Credit Sales by Dealers in Personal
Property

513
Tax Information for Visitors to the
United States

514
Foreign Tax Credit for U.S. Citizens
and Resident Aliens

515
Withholding of Tax on Nonresident
Aliens and Foreign Corporations

Tax Information for U.S. Government
Civilian Employees Stationed Abroad
517

Social Security for Clergymen and
Religious Workers

518

Foreign Scholars and Educational
and Cultural Exchange Visitors

519

United States Tax Guide for Aliens
‘520

Tax Information for American
Scholars Abroad

521

Moving Expenses—Tax Information
for Employees and Employer

522

Adjustments to income for Sick Pay
523

Tax Information on Selfing

Your Home

524

Retirement Income and Retirement
Income Credit

525

Taxable income and Nontaxable
income

526

Income Tax Deductions for
Contributions

527

Rental Income and Royalty Income
528 .
tnformation on Filing Your

Tax Return

529

Other Misceltaneous Deductions
530

Tax Information on Deductions
for Homeowners

531

Reporting Your Tips for Federal
Tax Purposes

532

Tax information for Students

and Parents

533

tnformation on Sel-Employment Tax
534

Depreciation, Investment Credit,
Amortization, Depletion

535

Tax Information on Business
Expenses

536

Losses From Operating a Business
537

Installment and Deferred-Payment
Sales

538

Tax information on Accounting
Periods and Methods

539

Withholding Taxes From Your
Employee’s Wages
540
Tax Information on Repairs,
Replacements, and Improvements
541

Tax information on Partnership
Income and Losses
542 )

Corporations and the Federal
Income Tax

Tax information on the Sale of
a Business

Sales and Exchanges of Assets
545 °
Income Tax Deduction for Interest
Expense
546
Income Tax Deduction for Taxes
547
Tax Information on Disasters,
Casualty Losses, and Thefts
548
Tax Information on Deduction for
Bad Debts
549
Condemnations of Private Property
for Public Use
550
Tax Information on Investment
income and Expenses
551
Tax Information on Cost or Other
Basis of Assets
552
Recordkeeping Requirements and a
Guide to Tax Publications
553
Highlights of 1970 Changes in the
Tax Law
554
Tax Benefits for Older Americans
555
Community Property and the Federal
Income Tax
556
Appeal Rights and Claims for Refund
557
How to Apply for Exemption for
an Organization
558
Tax Information for Sponsors of
Contests and Sports Events
559
Federal Tax Guide for Survivors,
Executors, and Administrators
560
Retirement Plans for Self-Employed
Individuals
561
Valuation of Donated Property
563
Tax Return Fifing Requirements for
U.S. Citizens Abroad
564
Tax tnformation on Mutual Fund
Distribution
566
Questions and Answers on
Retirement Plans for Seif-Employed
Individuals
567
Tax Advice on Civil Service Disability
Retirement Payments

568

Federal Tax Information for Civil

Service Retirees

569

Answers to Questions Most

Frequentiy Asked by U.S. Taxpayers

Abroad

570

Tax Guide for U.S. Citizens Employed

in U.S. Possessions

571

Tax-Sheltered Annuity Plans for
ploy of Public Schools and

Certain Tax-Exempt Organizations

572

Tax Information on Investment Credit

573

Interest Equalization Tax Highlights

574

Filing of U.S. Annual Return of

Income to be Paid at Source

686

Certification Required to Obtain

Reduced Rates Under Income

Tax Treaties

707

Excise Tax Information on Imported

Foreign-Made Automobiles

721

Comprehensive Tax Guide to United

States Civil Service Retirement

Benefits. Price 704
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Tax Forms Activity

The following new forms were issued:

Number /Title
Pub. 493 )
Supplement to Employer's Tax Guide
Pub. 713
income Tax Tables and Tax Rate
Schedules
W-2P
Statement for Recipients of
Annuities, Profit-Sharing
Distributions, Etc.
W-4P
Annuitant's Request for Federal
Income Tax Withholding
w-2 (Vi)
Wage and Tax Statement (U.S.
Virgin islands)
914E
Employer's Quarterly Return of
Withheld Income Tax
990-AR .
Annual Report of Private Foundation
1041-B
Charitable Remainder Trust
1087-0I1D
Nominee's Information Return for
Original Issue Discount
1099-Med.
U.S. Information Return for
Recipients of Medical and Health
Care Payments
1099-0ID
U.S. Information Return for Original
Issue Discount
4683 ;
U.S. Information Return on Foreign
Bank, Securities, and Other
Financial Accounts
4684
Casualty and Theft Worksheet for
Individuals
4686 )
Payer's Request for Identifying
Number of Supplier or Provider of
Medical and Health Care Services
4720
‘Return of Initial Excise Taxes on
Private Foundations, Foundation
Managers and Disqualified Persons
(under sections 4941, 4943, 4944
and 4945 of the IRC)
4726-FY
Maximum Tax (part of 1040-FY
Package)
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7005

Application for Additional Extension
of Time to File Corporation Income
Tax Return
The following forms were reinstated:
2950

Statement in Support of Deduction
for Payments to an Employees’
Pension, Profit-Sharing, Stock
Bonus. Trust or Annuity Plan

and Compensation Under a
Deferred-Payment Plan

2950 Instructions

Instructions for Form 2950

The following forms were transferred
to Justice Department:

678 & Special Tax Stamp

Assembly #3

Special Tax Return: Application for
Registry and Special Tax Stamp—
Opium, etc.

679 :

Opium Order Blank Requisition

680

Special Reports——See Part
151.478—Regulations No. 5

785

Certificate of payment in the case of
a lost or destroyed special-tax stamp.
See 151.113 of Regulations No. 5
786

Order For Stamps—Narcotic

802

Exempt Narcotic Preparations—
Manufacturer's Return

802-A

Quarterly Narcotic Return of Class 5
Manufacturer-—Receipts

802-B

Quarterly Naroctic Return of Class 5
Manufacturer—Dispositions

802 Summary No. 2

Report of Exempt Narcotic
Preparations

802 Summary No. 3

Report of Taxabie Narcotics

810

Quarterly Return of Importer,
Manufacturer, Producer, or
Compounder of Taxable Narcotic
Drugs and Preparations

810-A

Quarterly Narcotic Return of
Importer, Producer or
Compounder—Receipts

810-8

Quarterly Narcotic Return of
Importer, Manutacturer, Producer,
or Compounder——Dispositions
810-C

Quarterly Return of Importer,
Producer, or Compounder of Taxable
Narcotic Drugs and Preparations

810-D

Quarterly Return of Importer,
Manufacturer, Producer, or
Compounder of Taxabte Narcotic
Drugs and Preparations

810-E .

Annual Return of Taxable Narcotic
Drugs and Preparations on Hand
810-F (page 1, page 2, page 3)
Quarterly Summary (Instructions are
on page 2, Form 810)

810-G (page 1, page 2, page 3)
Cumulative Summary (Instructions
are on page 2, Form 810)

811

Monthly Return of Wholesale Dealer
in Taxable Narcotic Drugs and
Preparations

811-A

Monthly Return of Wholesale Dealers
in Taxable Narcotic Drugs and
Preparations

811-B

Monthly Return of Taxable Narcotic
Drugs and Preparations Disposed of
811-C

Wholesale Dealer's inventory of
Taxable Narcotics

1315 3
Power of Attorney in Matters Relating
to Official Narcotic Order Forms
1964

Certification of Exempt Official
(Narcotics)

2513 & 2513 Cover

U.S. Official Order Form—Opium,
Coca Leaves, Opiates

The following forms were eliminated:

Pub. 35

Income Tax Withholding Table—
10 Day Period

Pub. 36

Income Tax Withholding Table—
28 Day Period

Pub. 192

Combined Withholding Table
Weekly Periods

704

Estate Tax Preliminary Notice
705

Estate Tax Preliminary Notice
731

Exemption Certificate

4214 :
New Tax and Tax Changes in the
Railroad Retirement Tax Act

Supreme Court Decisions

Criminal Cases

On April 5, 1971, the Supreme
Court in United States v. Freed,
401 U.S. 601 (1971), in a unani-
mous decision held that the Na-
tional Firearms Act (26 U.S.C.
§§ 5801-5872), as amended by
Title 1l of the Gun Control Act of
1968, does not involve any vio-
lation of the Self-Incrimination
Clause of the Fifth Amendment. The
1968 amendments were designed
to eliminate the defects in the Na-
tional Firearms Act revealed by the
Supreme Court's decision in
Haynes v. United States, 390 U.S.
85 (1968). The Court in Freed held
that a person charged with pos-
sessing a firearm not registered to
him in the National Firearms Reg-
istration and Transfer Record could
not plead the Self-Incrimination
Clause as a defense since the
amended Act fully protects a per-
son against incrimination for past
or present violations, and creates
no substantial hazard of future in-
crimination. The Supreme Court
also concluded that the District

Court erred in dismissing the in-.

dictment for absence of an allega-
tion of scienter, holding that the
Act requires no specific intent or
knowledge by the possessor of an
unregistered firearm that the fire-
arm is unregistered.

A very significant issue in the law
enforcement area is the construc-
tion to Title VIl of the Omnibus
Crime Control_and Safe Streets
Act of 1968 (18 U.S.C., App.
§ 1202(a)(1)). The Service and the
Department of Justice construes
this Act as prohibiting the mere
‘“‘receipt” or ‘‘possession” of a
firearm by any person convicted of
a felony. Construction of the Act
is now before the Supreme Court
in United States v. Bass, cert.
granted 401 U.S. 993 (1971).
In Bass the Solicitor General re-
quested review of the decision of
the Second Circuit in United States
v. Bass, 434 F. 2d 1296 (2nd Cir.,
1970), which held that in order to
remove doubt as to its constitu-
tionality the statute would be con-
strued as requiring an allegation
that the “receipt’ or *‘possession"’
were “in commerce or affecting
commerce.”” Three other circuits
have upheld the Government’s con-
struction of the statute and held
the statute as so construed to be a
constitutional excercise of the
Commerce Power. United States v.
Daniels, 431 F. 2d 697 (9th Cir.
1970); United States v. Synnes,
438 F. 2d 764 (8th Cir. 1971); and
Stevens v. United States, 440 F.
2d 144 (6th Cir. 1971).

Milton C. Jorn was tried in Federal
District Court on the charge of
willfully assisting in the prepara-
tion of fraudulent income tax re-

‘turns (26 U.SIC. 7206(2)). Fol-

lowing the impanelling of the jury,
the Government called to the stand
a taxpayer whom defendant al-
legedly had aided in preparing his
return. At defense counsel's sug-
gestion, the judge warned the wit-
ness of his constitutional rights.
While the witness expressed a will-
ingness to testify, stating that he
had been warned of his rights when
first contacted by the Service, the
judge refused to permit him to
testify until he had consulted an at-
torney. Despite the Government's
assurance that the remaining wit.
nesses had been warned of their
rights by the Service upon initial
contact, the judge stated that the

warnings were probably inade-
quate. Thereupon he discharged the
jury and abortgd the trial so that
the witnesses could consult with
attorneys. The case was set for re-
trial before another jury, but on de-
fendant’s pretrial motion the judge
dismissed the information on the
ground of former jeopardy. The
Government filed a direct appeal to
the Supreme Court which affirmed
the judgment of the district court.
United States v. Jorn, 400 U.S. 470
(1971). The Supreme Court con-
cluded that the sustaining of a mo-
tion in bar based on a plea of for-
mer jeopardy is appealable by the
Government, as long as the motion
was sustained prior to the impanel-
ling of the jury in the subsequent
proceeding at which the motion was
made. The remaining and most cru-
cial question before the Court was
in what circumstances retrial is to
be precluded when the initial pro-
ceedings were aborted prior to ver-
dict without the defendant's con-
sent. The Supreme Court felt that
an assessment of the source of
the problem prompting the mis-
trial or which side benefited from
the mistrial did not adequately sat-
isfy the policies underpinning the
double jeopardy provision, and that
where a judge, acting without the
defendant's consent, aborts the
proceeding, the defendant has been
deprived of his valued right to have
his trial completed by a particular
tribunal. In examining the circum-
stances surrounding the discharge
of the jury, it seemed apparent to
the Supreme Court that the trial
judge made no effort to exercise a
sound .discretion to assure that,
taking all the circumstances into
account, there was a manifest ne-
cessity for the sua sponte declara-
tion of the mistrial. It was conclud-
ed that the defendant’s reprosecu-
tion would violate the double
jeopardy provision of the Fifth
Amendment.
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The Supreme Court on June 28,
1971, in United States v. Harris,
403 U.S. 573 (1971, by a five
to four vote reversed the decision
of the Court of Appeals for the
Sixth Circuit in United States v.
Harris, 412 F. 2d 796 (1969), in
a case involving the issue as to
whether there was probable cause
for the issuance of a search war-
rant to search the defendant's
home for nontaxpaid distilled
spirits. The Court of Appeals relied
on Aguilar v. Texas, 378 U.S. 108
(1964), in stressing that the fact
that the search warrant stated that
the informant was known to the
agent as a ‘‘prudent’’ person, re-
vealed no underlying facts as this
credibility, and on Spinelli v.
United States, 393 U.S. 410
(1969), in holding that the asser-
tion of the affiant that the appellant
had a reputation with the affiant of
being a trafficker in itlegal whiskey
may not be used to give additional
weight to allegations which would
otherwise be insufficient.
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A majority of the Court held the
affidavit sufficient to support the
warrant when considered in its en-
tirety. The warrant detailed the
informant's personal extensive pur-
chasing of nontaxpaid spirits from
the defendant at the premises to
be searched and stated that the
agent had found the informer to be
a “prudent’” person. The affidavit
also set forth the agent's own
knowledge of the appellant’s repu-
tation as a liquor law violator, in-
cluding the fact illicit whiskey had
been, within the past 4 years, found
in an abandoned house under ap-
pellant's control.

Justice White, who cast the decid-
ing vote, merely concurred in the
judgment of reversal on the
grounds that when considered as
a whole the affidavit was sufficient.
and joined three of the other jus-
tices who voted for reversal in
concluding that the fact that the in-
formant made a statement against
his own pena! interest provided an
additional basis for crediting his
tip. Thus, neither Aguilar, supra,
nor Spinelli, supra, where in terms
overruled by a majority of the court.
However, the precedent effect of
these cases has been materially
reduced.

On April 5, 1971, the Supreme
Court upheld the admission of cer-
tain incriminating statements of a
defendant which were ovérheard
by warrantless electronic eaves-
dropping on the part of Govern-
ment agents by means of a trans-
mitter which an informer consented
to wear during his meetings with
the defendant, United States v.
White, 401 U.S. 745 (1971)
Since the informer could not be lo-
cated at the time of trial, testimony
as to the conversations was elicited
from the agents who conducted the
electronic surveillance. The Court
found no difference for constitu-
tional purposes between an in-
former writing down for official use
his conversations with a defendant,
or the simultaneous transmission
of the conversations by concealed
radio equipment to recording de-
vices located elsewhere or to Gov-
ernment agents monitoring the
transmitting frequency.

Supreme Court Decisions

Civil Cases
The Supreme Court, on a direct ap-
peal by the Government, reversed
a District Court.holding that sec-
tion 501(c)(14)(B) was unconsti-
tutional on the ground that it
arbitrarily discriminated between
plaintiff and other similar nonprofit
mutual insurers. The section in-
volved limited the tax exemptions
to certain nonprofit corporations
organized before September 1,
1957. The taxpayer was a nonprofit
corporation chartered by the Mary-
land legislature in 1962 to insure
the accounts of member savings
and loan associations. It sought
exemptions notwithstanding the
statutory cutoff date. After review-
ing the legislative history of a
newer enacted bill which would
have extended the cutoff date to
January 1, 1963, the Supreme
Court found that Congress had a
rational basis for declining to
broaden the exemption. "“The fact
that Congress enacts a statute
containing a ‘grandfather clause’
* * * does not of itself indi-
cate that Congress has made an
arbitrary classification.”” The Court
ruled that Congress does not ex-
ceed its power to tax nor does it
violate the Fifth Amendment when
it refuses to exempt from tax newly
formed corporations, the multi-
plication of which might burden
otherwise valid federal programs.
United States v. Maryland Savings-
Share Insurance Corp., 400 U.S. 4
(1970), reversing per curiam 308
F. Supp 761 (D. Md. 1970).

On March 22, 1971, the Supreme
Court granted the Government's
petition for certiorari in Generes v.
United States, 427 F. 2d 279 (5th
Cir. 1970), cert. granted 401 U.S.
972 (1971). The question to be
resolved is whether the ‘“‘signifi-
tant," rather than the “‘dominant,”
motivation test is to be applied in
determining whether losses result-
ing from a taxpayer’s advances or
payments on guarantees of loans
to a corporation in which he is
a shareholder-employee are ‘‘proxi-
mately related”’ to the taxpayer's
trade or business. The problem
arises where an individual taxpay-
er bears a dual relationship——as
shareholder and also as employee
—to the corporation whose de-
fault gives rise to a bad debt loss.
The Fifth Circuit rejected the Gov-
ernment’s position that business
bad debt treatment is appropriate
only where protection of the sal-
aried position is the dominant mo-
tivating force and held that where
a taxpaper shows he was signifi-
cantly motivated by a desire to pro-
tect his salaried position the re-
quisite proximate relationship ex-
ists. This holding, which paradoxic-
ally allows a business bad debt
deduction where the principal or
dominant reason for creating the
debt was a nonbusiness reason, fol-
lows the Second Circuit decision in
Weddle v. Commissioner, 325 F.
2d 849 (2nd Cir. 1963), and is in
conflct with the Seventh Circuit in
Niblock v. Commissioner, 417 F.
2d 1185 (7th Cir. 1969).

On June 7, 1971, the Supreme
Court decided United States v.
Mitchell, 403 U.S. 190 (1971)
rev'g. 430 F. 2d 1 (5th Cir. 1970)
and 430 F. 2d 7 (5th Cir. 1970),
and held that a wife's one-half in-
terest in the income of the marital
community in Louisiana requires
her to report and pay tax on that
one-half interest even where joint
returns are not filed or where the
wife prior to divorce renounces the
community. The Court determined
that a wife's interest in community
income gives her vested title and
ownership of a half share of that
income which subjects such half

share to income tax by the Federal
Government and the Louisiana re-
nunciation provisions were ineffec-
tive to relieve her of the liability for
federal income taxes.

On June 14, 1971, the Supreme
Court reversed an opinion of the
United States Court of Appeals for
the Ninth Circuit and held that cer-
tain premiums paid to the Federal
Savings and Loan Insurance Corpo-
ration (FSLIC) by a state-chartered
Savings and Loan Association were
not deductible as an ordinary busi-
ness expense in the year paid.
Commissioner v. Lincoln Savings
and Loan Association, 403 U.S.
345 (1971) rev'g. 422 F. 2d 90
(9th Cir. 1970). This case, which
could affect several thousand sav-
ings and loan companies insured
by FSLIC, involved the question of
deductibility of premiums paid to
a '‘secondary reserve maintained
by FSLIC for the purpose of back-
ing up the “primary reserve’ which
in turn secures the insured ac-
counts of Federal savings and loan
associations and qualified state-
chartered associations. The Su-
preme Court held that the pre-
mium payments differed from the
premium paid to the FSLIC's pri-
mary reserve in that they consti-
tuted a distinct secondary reserve
in which savings and loan associa-
tions retained limited right of
transferability, prospective refund
rights, and certain income rights
generated from the secondary re-
serve itself. The Court concluded
that the secondary premium pay-
ments created a nondeductible
capital investment, the expendi-
tures for which could be deducted
only when taken from the reserve
by FSLIC to pay losses or to be
credited as premiums to the pri-
mary reserve.

In Donaldson v. United States, 400
U.S. 517 (1971), the Supreme
Court denied the taxpayer's motion
to intervene in a summons enforce-
ment proceeding directed to a

third-party witness seeking produc-

tion of that party's records. The-
Court held that a taxpayer has no
automatic right to intervene in a

summons enforcement proceeding.

The Court noted that the language

in Reisman v, Caplin, 375 U.S. 440

(1964), to the effect that any in-

terested party may appear or inter-

vene before the hearing officer as

well as before the district court in

a summons enforcement proceed-

ing, was permissive only. Also, the

Court held that a summons may be

issued under section 7602 in aid

of an investigation if it is issued in

good faith and prior to a recom-

mendation for criminal prosecution.

There is no abuse of process to

use a summons in an investigation

of possible criminal conduct, so

long as the summons is issued prior

to a recommendation for criminal’
prosecution.

The Supreme Court, in a 5—4 deci-
sion, held that the funds withheld
by the debtor-in-possession during
the Chapter XI| bankruptcy pro-
ceeding for withholding and social
security taxes incurred during the
proceeding do not constitute trust
funds under section 7501(a) which
are payable to the Government
prior to payment of expenses of
administration in the subsequent
bankruptcy proceeding. United
States v. Randall, 401 U.S. 513
(1871). In its opinion, the Court
stated that there has been a pro-
gressive legislative development in
bankruptcy marking a decline in
the grant of a tax préference to the
United States and an ascending
priority for costs and expenses of
administration.
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In United States v. United States
Coin and Currency, 401 U.S. 715
(1971), the Supreme Court re-
solved conflicting opinions of low-
er courts by holding that the Self-
Incrimination Clause of the Fifth
Amendment could be raised as a
defense in wagering tax forfeiture
cases. The Court held that the prin-
ciples set out in Marchetti v. United
States, 390 U.S. 39 (1968), and
Grosso v. United States, 390 U.S.
62 (1968), which precluded the
criminal conviction of gamblers
who properly assert their privilege
against  self-incrimination  as
grounds for their failure to comply
with the registration requirements
of the wagering tax law, also al-
lowed the raising of the same de-
fense in wagering tax forefeiture
cases. The Court further held that
its decision should be given com-
plete retroactive effect.
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Actions of Lower Courts
Civil Cases

In United States v. Johnson Elec-
trical Corp., 442 F. 2d 281 (2nd
Cir. 1971), the Court upheld the
Government's contention that the
interest on taxes which accrued
after the date of the filing of
the petition in the bankruptcy
court is collectible after the pro-
ceeding. The tax claim in the
proceeding was paid in full with-
out post-petition interest as part of
a confirmed plan of arrangement
under Chapter X| of the Bankruptcy
Act. The Court stated that Bruning
v. United States, 376 U.S. 358
(1964) controlled on the issue of
the collectibility of post-petition in-
terest even though in Bruning the
tax claim was not paid in full and
in Johnson it was paid in full on
confirmation. The Supreme Court in
Bruning held that the filing of a
petition in bankruptcy does not stop
the running of interest on Federal
tax claims.

In the first appellate decision con-
struing section 3505(b), the Fifth
Circuit in United States v. Algernon
Blair, Inc., 441 F. 2d 1379 (5th
Cir. 1971), affirmed the district
court in holding a prime contractor
iiable under section 3505(b) for
funds furnished to the subcontrac-
tor-taxpayer to meet its payroll.
The Court stated that the uncon-
tested facts clearly established that
when the funds for the net payrolls
were advanced, the prime contrac-
tor had actual notice or knowledge
that the subcontractor could not
and would not pay the withholding
taxes. The constitutionality of sec-
tion 3505(b) was upheld.

In Home Construction Corpora-
tion of America v. United States,
439 F. 2d 1165 (5th Cir. 1971),
the Court of Appeals for the Fifth
Circuit rejected the position of the
Government that an “'F" reorga-
nization is fimited to minor formal-
istic changes in a single corporate
enterprise and held that the consol-
idation of 123 operating corpora-
tions into a newly created corpo-
ration constitutes a recrganization

such as is defined in section 368
(a)(1)(F), thereby allowing a carry-
back of postconsoiidation net oper-
ating losses to preconsolidation
years of the constituent corpora-
tions under section 381(b)(3). In
so holding, the court followed the
decision of the Ninth Circuit in
Stauffer v. Commissioner, 403 F.
2d 611 (9th Cir. 1968), and re-
affirmed its alternative holding in
Davant v. Commissioner, 366 F.
2d 874 (5th Cir. 1966), both of
which the Government argued were
incorrect. The decision raises seri-
ous unanswered questions that
have an impact beyond the net
operating loss carryback area (the
problem areas include sections 381
(b)(1), 172(b), 1244 and 1502), is
contrary to Rev. Rul, 69~185, C.B.
1969-1, 108, and conflicts in prin-
ciple with the decision of the Court
of Claims in Columbia Gas of Mary-
land, Inc. v. United States, 366 F.
2d 991 (Ct. Cl. 1966).

On May 21, 1971, the Court of Ap-
peals for the Fifth Circuit, in a per
curiam opinion, affirmed the deci-
sion of the district court which had
held that plaintiff's camper tops
were not designed to be used pri-
marily as living quarters within the
meaning of section 4063(a)(1) and
therefore were subject to the manu-
facturers excise tax imposed by
section 4061(b)(1). Herren v.
United States, F. 2d
(5th Cir. 1971), affirming per
curiam 317 F. Supp. 1198 (S.D.
Tex. 1970). Nine days_earlier the
Tenth Circuit affirmed a lower court
decision holding that simitar camp-
er tops manufactured by the plain-
tiff therein were designed to be
used primarily for living quarters
and therefore exempt from the tax.
Bill Woodward, d/b/a Bill Wood-
ward Pickup Campers v. United
States, 442 F, 2d 333 (10th Cir.
1971). Since a conflict has been
created, there exists the possibility
of Supreme Court review.

In affirming per curiam the decision
of the district court, the Court of
Appeals for the Eighth Circuit, fol-
lowing the Tax Court’s decision in
Estate of Viola E. Bray, 46 T.C. 577
(1966), aff'd per curiam 396 F. 2d
452 (6th Cir. 1968), held that ex-
penses incurred by an estate in
the sale of property may be offset
against the sales price in deter-
mining gain or loss for income
tax purposes even though such
amounts have been allowed as a
deduction for estate tax purposes.
Commerce Trust Co., Exr. v. United
States, 438 F, 2d (8th Cir. 1971),
affirming per curiam 309 F. Supp.
1317 (W.D. Mo. 1969). In view of
this decision and the number of
recent lower court decisions all
adverse to the Government, the
Service reconsidered its position
on the “Bray’’ issue as set forth in
Rev. Rul. 5643, C.B. 1956-1,
210, and in Rev. Rul. 71-173,
I.R.B. 1971-14, 12, it was an-
nounced that the Service would fol-
low the decision in the Bray case
and that Rev. Rul. 56—43 was re-
voked. Expenses of sale under the
circumstances described may now
be used as an offset on the estate’s
income tax return and as a deduc-
tion on the estate tax return.

In a case involving the interrela-
tionship of the tax laws and other
Federal Statutes, with particular
effect on the credit life insurance
industry, the Tenth Circuit reversed
a decision of the Tax Court and
held that premium income report-
ed by a credit insurance company
could not be properly allocated as
income under section 482 to re-
lated banks which had initially sold
the policies in connection with
loans to their own borrowers. First
Security Bank of Utah v. Commis-
sioner, 436 F. 2d 1192 (10th Cir.
1971). The Court held that the
rendering of services by the banks
(which the Court called *‘generat-
ing"” income) was not sufficient to
sustain an allocation of a portion of
the premiums to the banks from
their controlled credit insurance
company. The Court of Appeals
held that the banks did not earn
the income because (1) they were
not licensed insurance agents; (2)

they were impliedly prohibited by
Federal law from operating an in-
surance business; (3) their cost
and effort in selling insurance was
negligible; (4) they had no under-
writing risk. This opinion is in'direct
confiict with that of the Seventh
Circuit in Local Finance Corp. v.
Commissioner, 407 F. 2d 629 (7th
Cir. 1967), and a petition for a
writ of certiorari was therefore filed
with the Supreme Court by the
Commissioner on June 18, 1971.

On June 24, 1971, the Court of Ap-
peals for the Sixth Circuit reversed
the decision of the district court
which had sustained the long-
standing position of the Govern-
ment that the accumulated earn-
ings tax imposed by section 531
is a '‘deficiency” so that interest
begins to run from the due date of
the corporate income tax return.
Ray E. Loper Lumber Co., Inc. v.
United States, 444 F. 2d 301
(6th Cir, 1971), reversing F.
Supp (W.D. Ky. 1970). The
reasoning underlying the appellate
court’s holding that interest begins
to run only after the Commis-
sioner has given notice and demand

for payment was that the accumu. -

lated earnings ‘tax is not self-
assessing, i.e., it is not a tax which
is required to be shown by a tax-
payer on his return. Now pending
before the Court of Appeals for the
Ninth Circuit is the case of Bardah!
Mfg. Corp. v. United States, 25
AFTR, 2d 70-429 (W.D. Wash.
1969), in which the position of the
Government was sustained. An af-
firmance would create a conflict
with the decision of the Court of
Claims in Motor Fuel Carriers, Inc.
v. United States, 420 F, 2d 702 (Ct.
Cl. 1970) wherein it also was held
that interest does not begin to run
until after notice and demand be-
cause the accumulated earnings
tax was classified as an “‘addi-
tional amount” or ‘‘addition to the
tax'’ within the meaning of section
6601(f)(3). This issue has a sig-
nificant affect upon the numerous
cases in which deficiencies are as-
serted under section 531 and it in-
volves substantial interest revenue.

Statistics of Income
Reports Published
Corporation income Tax Returns,
196? (250 pp., $2.25) Individual
Income Tax Returns, 1969, Pre-
liminary (31 pp., $0.25 Corpora-
tion Income Tax Returns, 1968,
Preliminary (30 pp., $0.30) U.S.
Business Tax Returns, 1968, Pre-
liminary (37 pp., $0.40) Individ-
ual Income Tax Returns, 1968
(268 pp., $2.75) U.S. Business
Tax Returns, 1967 (382 pp.,
$3.50)
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Statistical Tables

Notes:

All yearly data are on a fiscal year
basis, unless otherwise specified.
For example, data headed 1971
pertain to the fiscal year ended
June 30, 1971 and *July 1,” in-
ventory items under this heading
reflect inventories of July 1, 1970.

In many tables and charts, figures
have been rounded and may not
add to the totals which are based
on unrounded figures.

Internal revenue districts are listed
in this section by the names of
headquarters cities. Each district
is identical with the boundaries of
the State in which the headquarters
city is located except for the States
recapitulated at the bottom of
tables 1, 5, 6, and 14. A map ol
the districts appears on page 81.

Collections; Refunds,
and Returns Filed

Internal revenue collections by
sources and by internal revenue
regions, districts, States, and other
areas/100

Internal  revenpue collections by
sources and by quarters/107

3

Internal revenue collections by
sources, fiscal years 1970-71/108

4

internal revenue collections by
principal sources, fiscal years 1940-
1971/109

13

internal revenue refunds including
interest/112

6

Number of returns filed, by internal
revenue regions, districts, States and
other areas/113

7

Internal revenue collections, cost,
employees, and U.S. population, 1942
through 1971/114

8

Internal revenue tax on manufactured
products from Puerto Rico/114

Alcohol and Tobacco Taxes
9
Establishments qualified to gag

Stamp Taxes

15

Number of occupational tax stamps
issued, by class of tax and by internal
revenue  regions, districts and
States/116

Examination of Tax Returns
16

Number of returns examined by class
of tax and by internal revenue re-
gions, districts, and other areas/120
17

Additional tax and penalties recom-
mended after audit examination by
mended after audit examination
by class of tax, and by internal reve-
nue regions, districts, and other
areas/121

Cases Receiving
Appellate Consideration
or in Litigation

Appellate Division
18

Receipt and disposition of cases not
before the Tax Court (nondocketed
cases)/122

19

Receipt and disposition of income,
estate, and gift tax cases petitioned
tothe Tax Court (docketed cases)[122

in the production, distribution, stor-
age, or use of alcchol and alcoholic
liguors/114

10

Establishments qualitied to engage
in the production or exportation of
tobacco products and cigarette
papers and tubes/115

11

Permits relating to distilled spirits
under chapter 51, IR Code/115

12

Permits for operations relating to
alcoholic beverages under the Fed-
eral Alcohol Administration Act/115
13

Permits relating to tobacco under
chapter 52, IR Code/115

14

Label activity under Federal Alcohof
Administration Act/115

Office of the Chief Counsel
20

Processing of income, estate, and
gift tax cases in the Tax Court/123
21

Receipt and disposal of Tax Court
cases in courts of appeals and in
Supreme Court/123

22

Receipt and disposal of refund suits
filed by taxpayers in Federal Courts/
124

23

Decisions of courts of appeals and
Supreme Court in civil tax cases/124
24

Receipt and disposal of collections,
injunction, summons, erroneous re-
fund, and disclosure cases/124

25

Receipt and disposal of insolvency
and debtor proceedings/124

26

Receipt and disposal of miscel-
laneous court cases, lien cases not
in court, noncourt general litigation
cases and appeal cases/125

27

Caseload report/125

Cost of Administration

28

Obligations incurred by the internal
revenue service/125

29 -

Obligations incurred by the internal
revenue service, by appropriation
and activity/127

30

Quantity and cost statistics for print.
ing/127
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Table 1.—Internal revenue collections by sources and by internal revenue regions, districts, States, and other

areas
lIn thousands of dollars. See tabls 3, p. 108 for tax rates and turther breakdows of national totals by sources]
Individual income and employment taxes
Internal ravenue regions, districts, States,
2nd other areas ! Total internal '
Corporatian Income tax Income tax
(States represented by single districts indicated in colleclions income tax 2 not withheld | withheld and Railroad Unemployment
pareniheses; totals for other States shown at bottom Tolal and sell-em- old~a£ retirenent insurance
of table) ployment disability
taxd 4 insurance 3¢
(&) @ &) @ ) ®) m
Unlted States, total 291,647,198 | 30,319,953 | 140,671,311 | 26,209,843 | 112,444,250 1,043,878 972,409
North-Attantic Reglon. 41,740,715 0,147,169 | 29,770,850 4,684,591 | 24,801,492 59,012 225,550
Albany 2,085, 515 336,515 171,029 1,506, 4,334 10.976
492, 58] 64, 435 93.171 9, 4,634 3,007
5,522,954 38, 807 770. 954 3,417,255 6,348 30,102
3.813,097 381,327 , 847 2,335, 4 12,263 21,433
3,331,860 639,554 427,632 2,067,076 214 18,882
22,123 26, 891 . 858 143,073 L1 1,253
(Connectic: 3, 881, 652 598, 271 $73,326 2,319,928 26 20,4714
(See (c) helow. 21,072, 529 6,072,659 1,530, 800 11,832,472 30,02 111,286
?"w 64, 53,648 78,792 00, % , 758
Rhode Island) 857,168 135, 061 98, 142 580, 463 23 5,379
28,072,778 3,935,666 3,660,882 [ 16,88, , 734 139,340
5,087,721 456, 363 50, 3,365,313 118,95 18,440
7.256,872 1,395,769 1,028.815 4,128,878 , 591 37,54
7,186,616 833,240 36, 362 4,390,211 i74.289 38,088
4.392,173 482, 960 484,305 2,921, 83: 14,110 26,905
3,029,008 341, 280 455,963 1,524,111 51,781 13,426
1,150,389 426, 054 104,878 564, 4,934
17,076,307 2,562,99 | 12,257.567 2,349,613 9,157,656 55,380 94,858
3,093,816 524,759 2 358 429,111 1,844, 2,347 17,293
1,494,115 180, 243 1,178,270 5, 562 904,198 9,060 9,449
1.073, 162,657 865, 481 177,412 680, 139 7.634
4,315,444 706, 189 2,211,915 457,913 1,797,981 1,289 20.791
- §MISSISSIDPI).. 674,86 88, 4 643,203 163,383 374, %1 546 4,303
. (Fiorida), 4,401,124 §92, 055 3,473,684 1,080. 607 2,336,399 40, 146 22,492
(Tennesz 2,023,831 308, 631 1,625,638 385,674 1,225,214 1,854 12,8%
, 611, 4,398,787 20,703, €02 3,275,407 17,213, T4t 72,334 142,120
; - 3,959,538 765.024 9,314 33,4% 2,363,653 58 21,576
ee (d) below, 1,211,812 984,759 , 648 4,618,789 26,698 35,787
Michigan), 1],985, 441 1,641, 460 994, 369 657,891 14,729 56,115
ndiana) 3,943,639 S, 045 6. 2,319,147 1,656 17,331
kentucky . 2,711,076 324,595 305, 505 26, 505 28,614 7,620
West Virginia). 733,516 117.903 152,187 427,9% 49 3.686
S — , 461, 837 5,031,303 3,845,556 17,561,199 320, 607 154,972
outh Dakota) 41, 489 25, 2 71,39t 130,971 2 1,181
12,111,329 2,233,227 1,321,166 7,313,992 114,853 69,183
1,568, 022 252,839 383,113 851,181 528 .19
45, 081 , 144 76,734 134,563 30 1.143
3,377,567 586, 283 444,839 2,02 183 16 18,092
1,149,855 , 828 223,495 616,057 043
5,074, 608 796, 268 572,292 3,089,110 557
(Minnesota, 3,527,583 6, 529 404,634 2,210,471 092
(See (b) below, 2,165,314 347,822 347,891 1,118,667 957
11,701,677 2,269,482 3,034,029 10,021,054 81,828
421,102 4, 360 88,118 216,630 L 145
4,990,802 600, 131 820, 946 2,518, 285 22,322
171, 368 1,929 51, 515 , 559 765
3,784,605 629,348 758,659 2,118,921 20.772
2,731,766 198, 547 269,700 2,023,353 . 949
Little Roch.. . 76, 535 2, 557 163, 440 369,697 4,198
Now Orlean: . (Loulmna)_ 1.804, 469 264,030 347.215 1,068,201 9,186
Oklahama Cit .. {Oklahoma). . 1,844,825 272,502 289, 169 901, 201 8,790
Wichita__ {Kansas), 1,276, 206 175,028 29, 663, 205 5,700
Western Repion. 24, 862, 963 2,905,333 4,004,487 | 15,550,502 128,533
Anchorage. 189,4% 5,884 28,053 140, 221 31.] 733
73,463 49,353 77,807 330,636 5 , 000
0, 754 30,493 86,680 159,078 51 1,439
8, 851 74,022 95,383 411,660 19 3,23
. 9,958, 292 1,312,923 1,576,889 6, 206,305 1,093 53,549
. 4,095 131,511 206, 556 598,163 203 5,203
1,343,988 158, 664 241, 485 874,677 1.107 8,076
22,977 50,770 84, 244,316 3 2,206
(Utah), ... ... 510,42} 7,652 81.5 331.058 1,032 2.802
San Frangisce. {See (2) below). . . 7,671,615 712,876 1,123,757 4,758.318 78,787 35,575
(Washington)._ .. .. 2,399,815 291,12 401,764 . 436, (66 S84 12,687
of International Operations. ... . 1,549,361 7,47 65,145 1,275,870 1,51 5,169
Puerto Rico. P 271,351 1,691 9,169 62,05% | .. . ...... 4,93
Other. PN 1278011 65, 454 1,182,555 6,976 1.113,814 1,531 234
Undislrlhuled:
Federal tax deposits and depository receipts . .. 226,65% —23,3719 267 129 267,368 2 39
Gasoline, lubnealing oil, & excess | CA credits 7. 634.643 25,451 o R Fr. .
Transtarred to Government ol Gua —10,092 . —IO 097 . - P
Withheld laxes of Federal umplnyns 288,741 —~288, 741 P - R PR
Clearing account for Excise taxes—aviation luel
and oil—Air Force and Navy__........ - Fe 2 e e
Totals for States not shown above
{a) Calitornia_ 17,629,907 2,025,799 13,834,273 2,700, 646 19, 964, 624 79,880 89,124
b Itlinois. 14,276,643 2,581,049 10, 357,685 1,669,057 8,492, 117,830 8,140
New Yorl 30,302, 941 7 430,056 20,975,335 3,024,308 17,741,615 46,835 162,576
(d} Ohia. .. . 11,237,410 1,749, 783 8,324,237 1,257,144 6,982,443 27,287 7, 353
(8) Pennsylvania . 11,578,783 1,316. 200 8,986,102 1,420,667 7,312,043 188, 400 64,993
M Texas...... ... , 407 1,229, ‘79 6,277,877 1,579,605 4,637,207 17 9 43,094
100 / Annual Report / Statistical Tables

Table 1. nal r
areas—Continued

(In thousands of dollars, See tabla 3, p. 108 for tax rates and lurther breakdown of national totals by sources]

by sources and by internal revenue regions, districts, States, and other

Alcohol taxes

Excise taxes, Distilled spirll3 taxes
internal revenue refions, distsicts, States and other total (sum — e e e e s
areast (States represented by single districts | Estate tax | Gift tax ol columns Total
ndicated in parentheses; tolals tor other States 11, 26, 30, {mported N
shown al bottom of table} 37, 40and Total (coilected] Domeshic * | Rectifi- | Occupa-| Otherte
55) by cation ¢ { tional ¢
customs)
@) [&)) 19) {an 12) (13) 14) 15) (16) an
United States, total .. _..._._...... ... 3,352,641 | 431,642 | 16,471,851 | 4,800,452 | 3,525,487 | 775,391 ( 2,703,540 25,001 | 11,152 402
North-Atlantic Reglon_ . 822,107 | 111,895 | 1,895,432 | 641,152 | 475,204 | 259,371 | 212,033 | 1,838 | 1,979 Et
Albam 25,70 4,1 25,181 16,259 150 5'; ...... 190 9... -
19,1 ] 8,754 2, $1 2,259 2,20 18 2} )
145, 15! 14.619 299.6713 178,115 164,65 | 91,001 2,47 801 367 1
99, 58! 7,464 120,712 77.188 B " a2l 3
70, 22 8,078 100,197 39,615 . . 39% )
5,37. 45 2,093 80 e 0 {..en.us
108, 69 6,224 254,705 5.118 2 ('5
310, 16 68,319 | 1,096,799 229,003 k)
12,68 889 15,93: 13,169 3 '3 1
Providence. . 24,31, 1,342 12,444 3,092 . B 1
Mid-Atlantic Reglon. 47, 74! ,968 | 2,542,648 763,756 6,625 1 1,420 30
Baltimore. - (Mavylam! and D.C. 99, 81, 11,762 345, X 255, 742 3,516 238 5
(New Jer: { 133, 60 9,862 516, 8¢ 270,783 112 442 7
(See (c; be ow). 121,95 15,742 676, 7. 146, 585 1,190 3 2
. (See (e) below). 8, 05: 13,583 390, 4: 88,534 787 317 9
1, 29: 5,888 23 6
8, 02¢ 4,131 S&z i
323,554 | 37,303
9, 319 4,596 9% 68
0, 365 2,611 M 23
1,418 1,520 55 26
5,982 NIV 14 59
Jackson. 14,124 1.980
Jacksonville.. 151,595 | 20,448
Nashville.. 30, 752 3,834
Central Reglon . s, 50,583
inci (See(d) below; 9,033 9,622
- (See (d) below)_ - 5,570 | 13,494
104,599 | 15,938
3, 795 8, 206
26, 398 3,989
0, 56 1,334
e . || assas0 b 73,88
- {South Dakota)_ B , 517 24
- Sen b) below). 177,398 ) 44,09
..... B 38,862 3,0%
Nnﬂ Dakota - 4,214 39
(Wisconsin). 54,8351 6,0%
- (Nebraska). 22,024 2,012
. (Missouri). 1,967 9,112
_ (Minnesola).. 44,484 6, 225 136, 71 52,236
- (See (b) below) - 38,800 2,793 297, 40 254,372 2 Iﬂﬂ
R 335,854 | 49,905 | 1,763,132 | 206,684
. }New Mexico). 10, 062 1,1 8.8l 7 [$)
. (See (l) hn!ow) 95,263 | 16,380 913,139 66, 543 RPN
5,748 93 19, -
. (See (I) beluw). L 15.437 143,4C1 29,923 - .
3,934 3 6,789 PR
1,310 37,195 581 - .
4,583 4,3 40, 683 2
3,487 337,349 76 .
3,169 36, 251 .
46,539 | 1,569,306 620,253 06
47 3,952 18 enee
1.234 5,831 60 -
56 3,3 1,113 [
41 14,892 , 86 3
1,177 2,886 159,748 167
2,057 6, 586 , 45
2,604 35,301 13143 ¥
1,252 14, 18! FRRN.
. 93 15, 01 2! Joe
San Francisco. 13,780 769, 222 372,298 7]4, 431 516
eattie_ . , 522 147,984 3 14
Office of Inte 500 97,14 80,373 61
Puerto Rico. 58 92,955 80,313 BO ZBS 63
- 443 4,186 *) o oeee
Federal tax deposils and depository receipts °.

Gasoline, lubricating oil, & excess FICA credits 7

Clearing account for Excise taxes-avi
and ot —Air Forceand Navy.. ......

~17,39

- 202

Totals for states not shown above

23) Calitornia 429170 | 28,557 | 1,312,100 532047 [ 338,111 | 75,143 281,072 683 | 1,187 15
216,198 | 46,887 1 072,824 | 439,860 | 333625 | 42190 | 347,555 ( 2938 942 1

©N 6,688 | 87,972 | 1302830 [ 362,065 { 233,853 | 168.300 | 63,45 865 | 1,226 15
(d) Chio.. . 144,603 | 231161 995,671 1893 | 204,642 [ 62,346 [ 140,237 | 1,3% | 667 H
(€} Pennsy! 180,007 | 29.325] 1.067,155| 235,520 | 476,661 (. ......| 173.9%1 | 1,877 n2 1
) Texas 179,694 | 31817 56, %, 21,626 |° 19,928 1313 | 28 &
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by sources and by internal revenue regions, districts, States, and other

Table 1. nal r

areas—Continued

|in thousands of dollars. Ses table 3, p. 108 for tax rates and lurther breakdown of national totals by sources

Alcohel taxes—Cantinued

(3
Internal revenue regions, districts, States, and other Wines, cordials, etc., laxes Bear taxes
sreas ! (States represented by single districts indi-
cated in parentheses; totals for other States shown
at bottom of table) imported ccupa- Imported Octupa-
Fotal (collected Domestic tional Total (collected | Domestit * lonal
by Cusloms) taxes 1 by Customs) taxes 1
ag) a9 20 @ @ @y 8 (2%
United States, total. .. ...oocoooomen —onnne 117,213 17,259 157,270 2,744 | 1,107,722 6,584 | 1,007,657 3,482
North-Atlantic Region 159 131,772 3,307 127,931 535
Albany. (See () below). 6 15,539 15,482 57
Maine). _. 5t 3 . 37
(Massachuselts).._. 17 11,35 12
(See (c) below). 9 . 145
{See (c) below). 10 103
43 6
4 35
15 101
1 a
4 2
128 255
2 34
2 13
3 83
1 66
8 58
1 i
156 630
78 53
2 87
126 7
162 108
2 118
384 12l
2 110
732 d 23;
eﬁd)helnw 172 , 6! 3 2
(See(d)beiow; 206 14,07 23 14,021 2
(Michigan). 253 41,76, 400 41,346 A
$ ndiana) S:l‘ f%v §Jug %
K entuck 3
y 7 13 8
“ 313, 42 a3 317,425 586
outh Dakota) 1 3
ee (b) below, 1 29
- 4 7
4 3] PRSP 1 1
383 %5 108 l; 122‘
2,34 189 2,152 3 i
331 162 5 3 18
....... 5 22
...... 1,113 797 ars a0 bi
Albuquergue.. . (New Mesxico; 2 1
Austin... - (Ses (1) helow] 973 665 «) 07 36
heyenne. )
las. 97
nver. 7
itthe Rock 15
6 1
5 1:
WichRta. . 1
Wastern Reglo a5 1t
Anchorage_ 1
ise.. 2 3
i 1
2
92 1
34
90 2;
Nevada). 3
) guuh),., p 2
. (See (2) betow). 70 7
(Washington). _ 90 1
ther. .
Undistributed:
Federal tax deposits and depository receipts ¢
Gasoline, lubricating oil, and excess FICA credits 7.
Transfarred {o Government of Guam. .
Withheld taxes of Fedecal employees.
Clearing account for Excise taxes—aviati
and Oil—Air Foree and Navy. . .ooveeoes wonformmmmennmaslinann e
- Totals for states not shown above
(a) California 105,057 1,706 103,089 262 68,880 1,064 67,621 189
(b) Hllinois. . 6,615 1,449 5, 150 16 39,620 303 39.266 51
) Naw York 31,599 6,873 4,687 39 96, 607 2,239 93,9% 412
dg Ohio..... 2,480 540 1,562 318 2.1 ) 43,692 S0
e) Pennsylvant 1,507 . 1,503 4 57,353 |. 57,204 149
® Texas... 1,070 ™ 404 13,77 Bz 456
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{in thousaads of dollars. See table 3, p. 108 for tax rates and further breakdown ol national totals by sources}

Table 1.—internal revenue collections by sources and by internal revenue regions, districts, States, and other

Internal revenure regions, districts, States, and other areas! (States represents
districts indicated in parentheses; totals lor other Slates shav(m at bol!u% ;Iﬂ;aeb‘{e;)y sinale

Federal tax depasits and dapository receipts *
Gasoline, lubricating oil and exces:inCA 2(9
Teansferred to Goverameant of Guam.

Withheld taxes of Federal employees.
Ciearing account lor excise taxes—avi;

Totat Other +»

(26) (29)

2,208, 585 2,282
1,088

72
23,928

530,002

Tnaeesz | T
1,162

2,342
1,819
1,185,061

above
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Table 1.—Internal revenue collections by sources and by internal revenue regions, districts, States, and other

areas—Continued

{In thousands of dollars. See table 3, p. 108 for tax rates and further breakdown of national totals by sources}

Manufacturer’s excise laxes

Retailers exciss taxes

Internal revenue némns. districts, States, and
other araas t (Sfites represented by single Non- Motor fion-
districts indicated in parentheses; totals for :nmmerc:al vehicle Com-
other States shown at bottom of table) Gasaline aviation chassis Total | merical | Otherts
fuel other of rubber) | bodies, aviation
than in parts and fuel
gasolmc tubes, and | and ac- gasviine
trear cessories
[€3)) 32 5y An (38) (39)
3,841,478 10,918 2,404,420 4,838
. 262,901 »7 2,354 a
- , 399 7 303 1
- L 443 14 89 1
29,892 E 1, 15! 3
,933 33 11, 42 3
16,872 346 1,38 7
863 4
9, 832 120 6. 541 4
172,892 26 6, 08! 198
973 3 n 8
1,872 1 26 3
€53, 243 2,265 145, 14 37!
21,307 355 4
. 071 1,097 103, 35! 1l
332,510 2 3711 7.
243,663 809 3,90 g
322 135 1,04 5.
s n{ 2. 2
141, 834 1,141 ;13,509 760
62,146 209 2,77 !
, 834 132 3, 24¢ 63
12,476 83 27 3
30,171 195 1,87 -129
,635 34 50! 4
10,279 316 1,826 23
11,354 17 3,05 12
73,40 269 2,014,400 567
12,613 158 1,738 93
135,380 305 33, 74( nz
43,677 192 . 968, 67. 184
29,278 175 8. 10 EX]
50,693 106 1,87 56 56 |.
, 785 33 26 30 32
490,425 1,41 0,022 598 596
, 837 17 262 0 0 1.
270,194 203 69.838 7 5
14,210 76 2,02% 2
. 336 10 2.04 1
47,23 180 8, 41 il
6,174 141 2,06 75
77,553 456 4,36] 10 109
44, 868 256 1,89 k3 87
23,898 79 2,11 60 60
1,362,437 3472 15,7 1,256 1,256
4.9 45 4 77 7
855, 567 1,705 1,92 383 383
15,11 23 12 1 7 7.
109,158 619 . 6,681 1 193
22,572 208 12,846 1,884 1 151
26,578 86 38 746 2
11,301 115 82 S
295,359 544 3,078 1: 142
21,809 128 56 12 121
383,29 760 94,126 8! 599
12 30 1 3
2,101 39 14 8
485 n & 3
3 2 1 654 3
Los Angeies. 186, 869 27 4,08 (57,793 2 278
Phoenix. 32 81 ¥ 183 3
1.587 27 11,056 9
922 19 53 9
1,922 32 6! 287 7
182,653 192 1,585 3,579 34 224
6,709 100 2 19,358 63 8
©OfMce of International Operations. . 4 5
Pusrto Rico, 8 )
Other - 8 59
undlsmh
Fedm!m deposits and depository recumls! FONEUUUUUTE AU PP VSN VORI USRI AT
Gasolme lubncalmg oil,
Iransierr:d to Government of Guam
Withheld taxes of Federal employecs.
Clsaring account for Excise taxes—
fuel and oil—Ari Force and Navy. ..
Tolals far states not shown above
369, 523 389 6.033 61,333 513 513 |...oenns
294,092 28] 3,368 71,950 157 15
198, 056 632 47.002 19. 200 32 172 152
147,993 483 35,478 204 204 |. .
576,173 901 §,515 41,017 166 166 E';
964,725 2,33 6, 463 8,610 E B .
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Table 1.—Internal revenue collections by sources and by internal revenue regions, districts, States, and other
areas—Continued

In thousands of dollars, See table 3, p. 108 for tax rates and fusther breakdown of national totals by sources)

internal revenue regions, districls, States, and
other areas! (Stales reprasented by single districts
indicated in parentheses; totals for other States shown
at bottom of table)

Misceflaneous excise laxes

Total

40y

o! person
by air

(#2)

Transportation
air tra
facilities

43)

Usw of inter-
natlonal

ravel

Sugar

5

Dissel and
special
motor fuel

(45)

North-Atiantic Region
Alban:

Unlted States, totat_

Jacksonville,
Nashville.

. (omnoma)
nsas)

Federal tax deposits and deposilnrr receipts ¢.
Gasoline, lubricating oil, & excess FICA credits
Transterrod to Government of Guam..
Withheld taxes ot Federal empioyee:
Clearing account for Excise taxes—aviation fuel

and oil—Air Force and Navy__..

2,754,230

423, 032

25,733

13, 556

266, 388

133, 649

13, 304

41,074

20,681
1,108
895
2,930
3,162
2

-
-
=

MWK G e ©
SE28 3R

s
1 -
BETBREULBRIRBSS
¢ B 288

-

otals for states not shown above

(2) California_

97,443

36,974
84,585
125,016
M3
471
19, 266

3.758
594
12,938
7

128
686

Ll
Ay
283

2a8

Annual Report / Statistical Tables / 105




Table 1.—lnternal revenue

by sources and by internal revenue regions, districts, States, and other

areas—Continued
In thousands of dollars. See table 3, p. 108 for tax rates and further breakdown of natianal totals by sources)
. Miscellaneous excise taxes—Continued
Internal revenus regions, districts, States, and othes
areas!
- Narcolics and Coin- Wagering taxes Private
B marijuana | operaled Use tax on | Usetaxon | foundations Unclassi-
(States represented b’ single dstricts indicated in including aming hlghwu‘ ma- civil net Othert® | fied excise
parentheses: totals for other States shown at bot- | occupational ovices | Occupa- | Wagers | lor vehicles | aircraft Inveslmenl
tom of table) tazes tional
47y (48) (49) (50) (51) (52) (53) [ED) (55)
United States, torad.......... oot o 1,853 [ 15,183 369 4,512 145,058 | 17,720 24,589 70,02(3 408,072
R 208 26 s 51 14,313 4,765 9,180 | 60,350 | 197,430
- 32 1 5 2 900 3 P 40, 1,165
N 2[ ... [ (‘; 580 2 32 353
. 241 18 1 2,640 149 w7 12 ~583
102 1 4 1 1510 al . 1 -3.511
2 - 7 1 2,260 i - 8 3,420
1., .- - . 270 12 6 -8
§ 1 8 1 1,540 72 A7 38,633 | —41,458
Manhatta 7 1 i -1 3,892 4,472 7,83 0,441 237, 877
1 5 “) 2 357 21 3 14
Providence 2. i 4 43 423 12 9 -2 80
Mid-Atiantic Reglos . 260 593 a8 155 2,151 24 3,675 1,936 52,582
Baitimore_. .. (Maryland and D.C. 24 377 1 3 2,603 276 428 20 —21, 444
. (New Jevsu{)A 108 52 2 3 4,776 164 4313 519 1,861
(See (e) below) . 82 3 34 16 6,497 7 2,284 ~55 22,158
. (See (2) befow)_ e 12 76 3 4 4,225 - = 93 14,309
(Virginia). . 31 9t 7 60 3221 100 75 18 96¢
Delawar . 3 - *) 1 4] 47 455 1,085 24,729
176 2,184 13 350 20, 2,183 2,222 9982 —24, 569
36 198 2 33 2,798 867 48 381 2, 964
1 2 1 78 2,120 122 96 a7 -16.949
§ 753 1 2 1,28 58 7 2 672
64 27 (@) 4 4,751 w2 115 122 ~107
5 303 2 45 1,21 65 4 10, 1%
- 46 9 5 m 4,8 134 18 a1 4,942
10 871 2 23 2,48! 122 2 22 ~320
253 681 151 1,270 20,032 1,056 3,161 a12 ) 227,040
- 93 158 6 55 2,868 394 947 3 —2,44
7 48 105 |53 5,092 4 Ceaian 56 , AB4
134 2 9 3! 6,082 348 1,515 199 157,328
1 154 17 52 3,979 09 639 84 . 888
Louisville_ 5 12 5 8! 1,210 63 3l 32 6,078
Parkersburg. 3 307 7 1 B80! 38 28 2 2,725
eeeaeane oo 118 367 24 253 25,045 3,932 2,871 1,62 54,677
South Dakota). 1 109 1 5 55: 39 2 2
a0 (b) below) . 36 2 12 101 6.316 2,39 .24 64 2,082
Wa).... ... . 4. . ) 6 2,641 134 86 1.404
orth Dakota).. . 1 1 2 9 4c4 0 4 386
i i 12 4. ) 3,784 144 23 9 272
ebraska) 4 57 3 7 1,410 7 33 4 10.807
Missouti). 34 88 4 1 4,415 242 410 661 7,301
23 6 i 3,452 843 475 134 3.1
4 7 1 2 2,010 [0 ... o e 32 1627
285 1,173 17 254 20,761 2,051 2,382 2,476 | —121,051
6 16 ) 510 75 1 12 1,069
163 5 3 8 4,35 1,071 1,630 n —88,365
3 83 1 492 45 9 518
44 ) 9 6. 789 1 ... 358 ~53,758
4] 81 ) 1 2,322 221 n 13 . 378
5 11 1 2 1,509 7 9 1 2,084
6 3 4 4 1,334 134 9% 112 3,8%
4 74 3 20 2,476 283 25 Y 10,985
6 147 ) 1,979 132 35 28 1,220
554 | 10,267 L 2,200 22,938 2,791 1,447 2,034 50,620
2 1 5 9 230 162 2 5¢ 1683
1 ) ) s‘) 964 68 5 2 295
1 19 7 9 5% 7 30 —193
14 9| . 442 131 3 145
229 65 1 26 5,943 1,932 1.001 798 34,694
93 31 ") [3 860 13 13 20 uo
17 203 ) 1 13 109 2 1,364
7 9,352 & 3 4 30 12
4 15 20 38 2 [ —250
138 110 s’) . 570 9,658
7 138 2 173 “iar 466 4, 506
Office of Im-m.uon-l op-uuo - 1 - B 1 ) us 818
Puero . . 1 .. R 4 104
F Y P P 13 ) 12 714
Und |smnm d:”
Federal tax deposits and depusitary receipts© Y. - I . —19,323
Gasoline. lubricating oil, & excess FICA
crédits ... P - - -
Transtetred 1o Government of Guam . N R B -
Withheld taxes of Federal employees. _ . . . B = . A
Clearing account for Excise taxes—aviation tue!
and vil—Air Force and Navy....... [ B . . e . —202
Totals for Slates not shown above
(a) Calitornia. .. . ... 367 175 1 53 13,744 1,932 1.001 1,369 44,353
(b) IWinois___. . . 0 95 14 128 . 3. 2,39 1,224 73 21,708
(€} Naw York. ..... 170 2 3 8,562 4,477 7.830 21,002 238,952
(d) Of - 100 206 12 188 7, %! 398 947 9 58,020
(e) Pcnnsylvanli . 94 8 10,722 337 2,284 37 36,467
Texas__._... 207 5 8 151 10,141 Lo 1,630 1,141 [ —148,128
!
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Table 2.—I nal r liecti

1n thousands of dollars]

by sources and by quarters

Source ol revenue

Quarter ended 33

. Sept. 30, 1970 Dec. 31. 1970 Mar. 31, 1971 June 30, 1971
Grand total_._..... ... e e e, R 43,494, 258 38, 467, 697 48,211,664 61,473,599
Corporation income tax...... ... ... ....... e e e 6,280,313 6,463,294 5,658,025 11,922,121
Individual income and employment taxes, total.. ... ... ... .. 32,394,143 27,045,010 37,473,514 43,758,384
income tax nal withheld and seli-employment tax 3 ¢ - .. 4,557,105 1,144, 594
Income tax withheld and old-age and disability insurance i 43 i 27,499. 028 25. 53; 837 2gﬁ m e';gi lzg' Zé;’, érﬂ
Railroad retirement..... - 265.788 259,879 "282,176
Unemployment insuranc U 12,285 57 an 614, 588 222
Estate tax. 753.428 81,713 876,75 934
Gift tax.. 10.376 . $ 5%
Excise taxes, total. _ 4,0%, i 4,161,045 4,195, 740 4,458,610
Alcohot 1axes, 10181, . .- oieiis e e aanae + 1,104,528 1,397,570 1,049,778 1,248, 611
Distitted spirits * . 760, 246 Lesnmo | 76468 97,7
Wines, cordials, etc. . v 36,269 * 48,315 43, 046 Bnisﬁ
Beert . ... . .. - 299,013 * 265, 484 236,044 307,188
Tobacco taxes, total *_. . ... o Leiiiiel ceeieens e ceeeeien e o] - 564,342 570, 5% 538,353 533,334
Cigarsttes. 550, 454 554, 4:9 526,068 518, 566
Cigars . 383 11,763 14173
Other. * 505 522 ‘
Manutacturers” excise taxes, 10181, ..o oo eecieeians < e 1,800,325 L9628 | LSIAB6| 1810958
Gasoline.. C 897,980 832,740 885,252 831,706
. N , 3333 4,858
Lubricating oil, e Ll 23,848 3
Tires (whally or in part of rubber); iants tubes, and tread ubber_. .1 .. 175,516 222%0 128,418 13085
Motor vehicles, chassis, bodies, parts and accessories. 689, 461 449,262 466,837 758,920
OtherM_.... ... ... 13,518 .81 9. 718 15,972
Retailers’ excise taxes, total____._. ........ ... . -45 1,591 = 1,575 Ln?
Nnnwmmemlal avaal ngasuhne._ . 1,583 1,447 .17
Other 1 1 i28 1
Misceflaneous excise axes. 018l ... ... ...ooooiiiiiiin . i aiaaed *'639,419 » 667,086 * 731,739 715,985
Telephone and teletypewriter axchange services. 380,232 r 406,811 -4 rid
Transportation of persans by air. _ 12,25 105, 585 i o
Use of international air travel taci . . 7,80 9,387 )
Trinsnovlalmn of property by 2 : 5,962 10,478 5, 148
.......... 8713 31549 2770 25,533
Diaa and special moor fuei 64,058 68,889 65,053 68,389
Narcotics and marihuana, including accupationai taxes 13 67 463 "301
Coin-operated gaming devices. ... 13,174 659 333 1,007
Wagering 1axes: '
Occupational. 155 32
gess... 1,268 1,437
Use tax on highway motor vehicles. 15,441 27,128 2224
Use tax on civil aircra e 6,3% 7, 015
Private foundations, net investment incorn LT e 24,589
Othes 5.5 N N A2l "15,955 i, 8ig 33,025
Unclassified eXCise AXES_ .. ..o oo 1ot et eseeaeenes . Tson3 45,38 359, 433 148,005
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Table 3.—Internal r u

1in thousands ot doltars]

, fiscal years 1970 and 1971

Fiscat year
©
Sources of revenue
19705 19715
(O] [¢4]
Grand total, all sources......_.......... ....... 195, 722,096 181,647, 198
Corporation incoma laxes, total ¥, ... ... 35,036,983 30,319,953
Regular__.. ......... 35,032.183 130,313,195
Exempt organization business income tax_ 4,800 6,758
individual income and employment taxes, fotal. .. ... ... ... il i i 141,100,773 140,671,111
Income tax not withheld and sell-employment taxs4v_____ . _ R 28,177,709
Income tax withheld and old-age and disability insurance, total 148 . 111,166,075
Railroad ratirement, tota) 20____ . .. . . ... . . 980, 851
Unemployment insurance, employers of 4 or more persons faxed 3.2 percent on taxable portion of wages, effective January 1, 197
credit allowed up to 90 parcent of tax for contribulions to State unemployment tunds. . __ ... . ... . . 775,139
Estate tax, graduated rates trom 3 percent on first §5,000 of net estate in excess of $50,000 examption to 77 percent en portion over
0,000,000, credit allowed for Slate death taxes..___........ . - 3,241,321 3,352,641
Gift tax, graduated rates from 2L, percent on first $5,000 of net gifts in excess of $30,0
SI0.0DS,OOD; 33,000 annual exclusion for eath donee. . ... _. f e e 438,755 431,682
Excise taxes, total ... ...l Lo 15,904, 264 16.871,853
Alcohol taxes, total...... .. 4,746,382 4,800, 482
Distitled spirits taxes, total.. v 3,501,538 3,515,487
mported (collected by Customs, rates same as domestic] . - 766, 888 < 775,391
Domestic, $10.50 per proot gallon or wine gallan when below proof 2,695,773 2,703, 540
Rectification, 30 cents per prool gallon 3. 25,101 25,001
Qccupalional taxes:
Nonbeverage manufacturess of spirits, $25, $50, $100, per year. ............... 80 53
Rectifiers:
Less than 20,000 prooi gallons, $110 per year. 6 4
20,000 proot gallons or more, fZZﬂ rer_y_aar, . 19 16
Ratail dealers in liquor or medicinal spirits, $54 per year. . 12,427 19,572
Whalesate liquor dealers, $255 per year.. - r 631 503
Manutacturers of stills, $55 per yea . 12 5
Seizures, penaities, etc. - 598 400
Stills or candensers man; 3 2
Wines, cordials, etc,, taxes, total . r 183,337 177,213
Imported (collected by Customs, rates same as domestic).._.. ...._..... r 18,493 17,259
Domestic (Still-wines, 17 cents, 67 cents, $2.25 per wine gallon; sparkling wi
liqueurs, cordials, $1.92) . ... ... 0 L 142,268 157,270
Occupational laxes:
etail dealess in wines or in wines and beer, $54 per year. .. - 2.4 2,538
Wholesale dealers in wines or in wines and beer, $225 per ye. 165 06
Beer laxes, total_........_.. ... 1,081, 507 1,107,722
Imported (collected by Customs, rates same as domestic). 6, 594 6, 584
Domestic, $9 per barrel of 31 gallons *..._....... ... .. 1,670, 908 1,087, 657
Occupational taxes:
s:
Less than 500 barreis, $55 per year_ 1
500 barrels or more, $110 per year_ 22 17
Retail dealers in besr, $24 per year (inch 3,185 2,826
Whalesate dealers in beer, $123 per year 79 638
Tobacco faxes, Al ... . ... Ll e e e s 2,094,212 2,206, 585
Cigareftes, tolal..__....... ... Ll el e e 2,036, 101 2,149,527
Small (Class A), $4 perthousand.._. ... .. ... ... e e i eieae il . 2,036,084 2,149,514
Large (Class B), $8.40 per thousand, excep! if over 614 inches long 34 per thousand for each 234 inches of fraction " 12
thereof *. . PO . . B
Prepayment 1 i
Cigars, tota. ey el 6,834 54,775
Large cigars. total ... ... ._....._.. ... o eeiieiaae oo 5,174 54,083
Class A (Retailing at not over 215 cents each), $2.50 per thousand. 417 419
Class B (Over 234 cents, not over 4 cents each), $3 per thousand.. 81 1,936
Class C (Over 4 cents, not over 6 cents each), $4 per thousand. 12,416 10,876
Class D (Over 6 cents, not over 8 cents each), §7 per thousand. 10,462 10,957
Class E (Over 8 cents, not over 15 cents each), $10 per thousand 23,288 21,5717
Class F (Over [5 conls, not over 20 cents each), $15 per thousand . 5,125 4,821
Class G (Over 20 cents each) $20 per thousand......._........ . - 3,650 3,446
Small cigars, 75 cents per thousand. ... : 622 637
Prepayments_.._..__.......... .. 37
Imported cigars, cigaretts, cigarette papers and cigarette tubes, (collected by Customs, rates same as domestic). 512 765
Miscellaneous Fobacco.__....... .. ... ... ... - B U
Cigarette papers and tubes, papers one-hall cent per 50; tubes 1 cent per 50. . 7% 1,513
Stamp taxes on documents, other instruments, and playing cards cards, total 2 58
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Table 3.—Internal lecti by , fiscal years 1970 and 1971-—Continued

fIn thousands of doliars)

Furs, 10 percenl.

Fiscal year
Sourees of revenua
- 1970 12 ALHRY
a0 @
Manufacturers’ excise taxes, total.._. ... ... ... 6,682,061 6,695,717
Gasoline, 4 cents pergallon. . ... ... 3,430,076 3,547,
Noncommercial aviation fuel other than gasoline, 7 cents per galion. . 5:0, g{g
Lubricating oil, etc., & cents per gallon: cutting oil, 3 cents per gall B 87,510 88,185
Tires cwholly or in part of rubber), inner tubes, and tread rubber:
Tites, hlahwa*(rpe, 10 cents per pound other, 5 cents per pound excepl laminated tires (other than type used on
highway vehicles), 1 cent per pound.. 561,049 541,840
inner tubes, 10 cent pes pound. . 24,721 23,500
Tread rubber, 5 cents per pound. 23.018 28,037
Motor vehicles, chassis, bodies, parts, and accessories
Passenger automabiles, chassis, bodies, etc., 7 percent 3_ 1,753,327 1,895,112
Trucks, and buses, chassis, bodies, etc., 10 percent. . . . 659, 986 625,290
s and accessories for automobiles, trucks, etc., 8 percent 4,063 84,078
Radio and telavision sets, phonographs, companents, eic., 10 percent =5 128
Reftigerators, treezers, air-conditioners, etc., 5 percent; seif-contained 2 -30 =10
lectric, gas, and oil appliances, 5 percent 24 -9 =7
Pistols and revolvers, 10 percent. 6,697 1,220
Phonograph records, 10 percent * -1 1
Musical instruments, 10 percent -8 -30
ishing rods, creels, etc., 10 percen 13,924 14,303
Business and store machines, 10 percent ? . =1 ~12
irearms (other than pistols and revolvers), shells and cartri %‘ , 32,806 29,484
Mechanical pencils, pens, 10 percent; lighiers, 10 cents per lighter ($1 or mos } 5 1
M:lhchcs, ac’enls per thousand (but not to exceed 10 percent of selling price); fancy wood=n or colored stems, 5% cents per
ousand ... ._ 5 .
Retallers’ excise taxes, total_ 108 4, g!
Noncommercial aviation gasofine, 3 cents per gallon. 4,753
Luggage, efc., 10 percent. 82 ()
Jawelry, etc., 10 percent. % 154

Tailet prepsratio

Mistellaneous excise taxes, total .. _.._.....

e e e e e e aes 2,342,222 2,754,162
Admissions fares, total %, ... e -1 62
Theaters, concerls, athletic contests, efc.: .
dmissions, 1 cent for each 10 cents or major fraction thereof of the amount paid in excess of $1. =21 -7
Leases of boxes or seats, 10 percent of the amount for which similer.accommodations are sold. -1 .o—4
Root gardens, cabarets, eic., 10 percent of tatat paid for sdmissions, services, efc.... . . .- 36 83
Club dues and initiation fees, 20 percent (il dues or fees are in excess of $10 per year) 7, 22
Telephane and teletypewriter exchange sarvices 10 percent; wire and equipment services, 8 parcent = . 1,469, 562 1,624,533
Transportation of persons, by air, 8 percent (which was increased from 5 percent effective July 1, 1970} 250, 423,082
Tunsrqrmmn of property by air, 5 percent. ... ... 21,585
Use of international air travel faciities, $3 per person 25,713
Sugar, approximately half-cent per pound.._.___. . . 113,309 113,55
Dieset and special motor fuels, & cents per gailon (in somo instances Z cents per gallon). . 257,712 266, 388
Narcatics and marihuana, total 2. 2,075 1,853
Narootics. . 1,257 23]
Marihuana 818 1,130
.
Coin-operated amusement devices 310 per device, per year, bowling alleys, pool tables, etc., $20 per atley or table, per yaar 3_ 21 20
Coin-operated gaming devices, $250 per device per year. .. 14,2% 15,183
Wagering taxes:
Occupational tax, 350 per year. . 510
Wagers. 10 percent of amount wager - N 4,063 4,512
Use tax on highway vehicles weighing over 26 unds, $3 per 1,000 paunds per year (instailment priviieges parmitted). . . 135,086 145,058
Use 1ax on civil aircraft, $25 per year with an additional 2 cents per pound on nonturbine engine powered over 2,500 pounds, or
cents per pound on turbine engine powered. . . . - 17,720
Adulterate butter and filled cheese (imported and domestic), . 13 2
Firearms transfer and occupationat taxes 32 . 91 122
Interest equalization. 60,118
Foreign insurance. . , 579
brivate foundations net investment income, 4 percent. 24, 589
Selt dzlallgz‘ disqualified persons, 5 percent, foundation managers (it applicabie) lesser of $10.000 o 243 percent ot amount s
nvolved. _...__.........
Excess business hotding, 5 percen 2
Taxable expenditures ion 1 1
Unclassified excise taxes................ L LT T L A ame 410, 000
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Table 4. —Internal r

(10 thousands of dollars]

by principal so

, fiscal years 1940 through 1971

Incbme and profits taxes

Manutac-
Total internal Employment | Estate and Alcohal Tobacco turers’ All other
Fiscal year ended ouv‘u"n:'e Corporation | Individuat taxes®s gitt 1axes faxes? taxes* excise taxes
caliections Total income and income taxes
profits taxes?
taxes?
[} @ (3l ) * ) m @ ®) Qo)
. 982,017 833, 521 360,071 608,518 447,088 337,302
5 70 1ta §, :;??‘1}2 é, ll)."); i 1,417,655 925,856 407,058 698,077 617,373 430, 564
8,006,884 | 4,744, 083 3,262, 81 1,185,362 432,540 780,982 771,902 821,682
16,298,888 | 9,668,956 6,629,932 1,498,705 447,49 923,857 504,746 1,274,048
33,027,802 | 14,766,796 | 18,261,005 1,738,372 511,210 988,483 503, 462 1,733,655
. 061, 16,027,213 | 19,034,313 1,778,177 643, 055 932,145 782,511 ,292.108
giZg;gg lg,gglwl 18,704,536 1,700, 828 676,832 1,165,519 922,671 , 421,944
3,018, , 676, 19, 343, 2,024,365 779,291 1,237,768 | 1,425,260 147,184
31,172,191 § 10,174,410 | 20,997,781 2,381,342 899, 345 1,300,280 | 1,643,234 , 206, 823
29,605, 491 | 11,553,669 | 18,051,822 2, 475 13 796,538 1,321,875 | 1,771,533 290 969
0,854,351 | 17,153,308 2,644,575 706,227 , 328,464 , 836,053 . 214,951
g; gg; s 4,387, 22,997, 309 3,627,479 728,730 , 380,396 , 383,677 . 392, 119
50,741, 017 1,466,910 | 29,274,107 4,464, 21 833,147 . 565, 162 , 348,943 , 507,933
1130732 | 21,594,515 | 32.536.217 4,718,403 284 654,911 . 862, 788 , 647,492
54,360,014 | 21,546,322 | 32, 813, 691 5,107,623 935,121 . 580,229 , 689,133 , 464,858
49,914,826 | 18,264,720 | 31,650,106 6,219,665 936, 267 §71.213 , 885,016 , 866
52.236, 164 | 21,298,522 | 35,337,642 7,295,784 | 1,171,237 , 613,497 , 456,013 019, 380
60,560,425 | 21.530,653 { 39,029,772 580,522 | 1,377,999 , 674,050 , 761, 925 , 856
59,101,874 | 20,533,316 | 38,568,559 8,644,385 | 1,410,925 L 134,021 , 974,135 166,675
79, 797 973 58,826,254 | 18,091,509 | 40,734,744 8,853,744 | 1,352,982 . 806,816 ,958, 789 997,292
126 | 22,179,414 | 44,945,711 | 11,158,589 | 1.626,348 ,931,504 , 735,129 004, 394
L0 | G dinsan | 2 seeoa0 | Acisyom | 12sozidst | 1ete 3w 1931 117 | 4,896,802 963, 582
9, 440, 833 71,945,305 | 21,295,711 | 50,543,594 | 12,708,1 2,035,187 , 025, 736 , 120, 340 . 264, 817
105, 925, 395 75,323,718 | 22,336,138 | 52,987,581 | 15.004,486 | 2.187,457 , 079,237 , 610, 309 , 278,936
112,260, 257 78,891,218 | 24,300,863 | 54,590,354 | 17,002,504 | 2,416,303 , 052, 545 , 020, 543 , 299, 645
114,434,634 79,792,006 | 26.131,334 | 53.660,683 | 17.104,306 | 2,745,532 , 148,594 | 6,418,145 , 453, 406
128, 879, 961 62.131,794 | 30,834,243 | 61,297,552 | 20,256,133 | 3,003,922 , 073,956 . 613, 869 . 895,909
148, 374, 815 104,288,‘20 4,917,825 | 69,370, 59! 6,958, 241 | 3,014,406 , 079, 869 , 478, 347 , 418,809
153, 636, 838 9, 896, 520 | 78, 252,045 | r 28,085,898 1 3,081,979 122,277 ,713,973 | 2,19 30?
187,919,560 3+ 135 77! 052 8, 337,646 | * 97, 440, & . 068,657 | 3,530,065 v2.137, § 6,501, 146 , 348, 49!
195,722,096 ,588 | 35,036, 983 | 103,651, 58 37,449,188 | 3,680,076 , 746, 382 , 094, 212 683, 061 , 38 .?g?
191,647,198 131,077,381 | 30,319,953 | 100,752, 121 | 39,918,630 | 3,784,283 | 4,800,452 , 206, 58 . 635,717 3,169,
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Footnotes for tables 1-4

M Less trdmn $500.

lTha receipts i the various States do nol wndicate the Federal fax burden of

each, since in many instances, laxes aro collected in one State from residenls
nl another State, For example, withholding taxes reported by employers located
near State lines may inctude substantial amounts withheld from salaries of em-
ployees who reside in neighboring States,

lngludes tax an unretated business income of exempl organizatons.

3 Collections of individual income tax not withhe!d include old-age, survivors,
disahility, and hospital insurance taxes on self-employment income, Eslimated
separate national totals for individual income tax and tor old-age, survivors,
disability, and hospital insurancs laxes are shown in the text table on p, 13 an
are Uset L;ll obtaining national totals for individual income taxes and empleyment
taxes in

+ Sell-employment tax and taxes imposed by the Federa) Insurance Contributions
Act are applicable with respect to Guam and American Samoa. Amounts of such
taxes collected in Guam and rican Samoa are comtined with similar laxes
reported for Office of {nternational Operations-Other,

# Beginning with fiscal year 1957, the United Slates total is adjusted to exclude
withheld individual income taxes tianstersad to the Governmant of Guam in ac-
cordance with the provisions of Public Law 630, approved Aug. 1, 1950 (64 Stat.
392) This adjustment amounted to $10.1 million for 1971.

*Tax paymenls made 1o banks, under the Federal tax deposit system or the
rnm depository receipts system, are included in the internal revenue collections
or the period in which the Federal tax deposit is purchased or the depository
receipts were issued, However, such payments are nal classified by internal
revenue districls (nor by lax subclasses to whith excise tax payments relate)
unti) the Federal 1ax depasit payment is applied to the taxpayer's liability in the
internal revenue offices or lhe depositary receipts are received in the ¥n(ema|
revenue offices wilh tax return:

7 Reprasents credits allowahle on income 1ax returns for cerlain gasoline and
lupricating oil 1ax ualymvnls and for excess paymenis under the Federa! Insurance
Centributions Act (F!

mounts of internal revenue taxes callected on Puerto Rican products tsans-
mmed to the United States or consumed in the island (less retunds, drawbatks,
and expenses) are covared into the Treasury of Puerlo Rico under provisions of
secs. 7652(:)(3) and 5314(a)(4) of tha Internal Revenus Code of 1954, The gross
amounts are inctuded in averall collections results (tables 1 through 4}, beginning
with 1935 and are shown separately in table

* Includes gccupational tax on manutacturess of stilts, rectifiars, wholesate fiquor
dealers, retail deaters in hiquor or medicinal spriits, and non- -béverage manufac-
turers of spirits,

1 | ncludes seizuies, penaities, elc., and tax on stills or condensers manufactured.

l; anluues occupzhonal taxes on wholesale and retail dealers in wines or in wines
a

1 includes occupational taxes on brewers and wholesale and retail beer deaiets.

4 Includes tases on domestically produced cigaretle papers and cigarette tubes,
1axes collected by Customs on lmrarled CIRars, cigaraties, cigarette papess and cig-
arette tubes: and miscellaneous tobacco callections.

1 [nciudes taxes on fishing equipment, and taxes on the following items which
were repeated by Public Law 89-44: Phonograph recosds, musical instruments;
business and store machines; mechanical pencils, pens, and lighters; radjo and
telavision sats, efc.; freezers, air-condi-
uoners, ete,: eloctric, gas and oll appliances.

15 Includes taxes on jewelry, and toilet preparations; repealed efteclive June 22,
1965 (Public Law 89-44).

# |ncludes taxes on admissions to theaters, concerts, athletic contests, roof
(ardens cabarets, olc.; foreign insurance: adulterated buttes and filled cheese

imported and domestic), process or renovated butter and imported nl:omugznne

stamp taxes on and other i -
operated amusement devices, bowling alleys, pool lables stc,, firearms (unsler
and occupational taxes: and’ private loundations (sell dealing, extess building
hoiding. 2nd taxabla expenditures),

¥ Corporation income tax rates: Effective Jan, 1, 1965, first $25.000 of net in-
coma notmal tax of 22 percent: net income in excess of $25,000 combined normal
and surtax of 43 percent. Normal tax and surtax also apaly to net income derived
hy certain exempt organizations from unselated irade of business, Effective Jan. §,

1968, a 10 percent pes annum surcharge was added to the lal (Public Law 90- ]64)
The lOvucenl pet annum surcharge was extended to Dec. 31, 1369, by P.L. 9
and then extended to fune 30, 1970 by P.L, 81-172 at 3 5 pemm annwal ra\u

i1 Rates of tax are as follows: Individual income lax: Effeclive Jan, 1, 1965,
graduated rates from 14 percenl on taxable incame nol over $500 to 70 percent on
amounts of tarable income ovas $100,000. Includes ofd-age. survivars, disability,
and hospital insurance laxes on sell-emplayment taxable income, The 10 parcenl
per annum surcharge added by Public Law 9G 364, effective Aprit 1, 1968, tor in-
dividuals, was extended to Dec. 31, 1969, at the same annyal rate (P.L. 91-53)
and then extended to June 3C, 1970 (P.L. 9t 172) at a 5 parcant snnual ra

12 Rates of tan are as fallows: Income Tax xmﬂua\ed withholding in axcess of
alemplmns Public Law B9-368. e"uchve July 1. 4 to 33 percent—Public
Law 91-172, effective January 1, 1970, 14 ta 25 |»erl.un| Old-age, survivors, and
disability insurance taxes and nnspnlal insurance tares on salaries and wages
were subjected 10 2 combined tax rate of 4.8 percent (4.2 percent for soml security

and 0.6 parcent for hospital insurance) thiough Tecember 31, 1970, Etteclive
J;muary 1, 1971 rate changed to 5.2 peicent (4.6 percent for sacial secumy and 0.6

arcent for hospital insurance). For 1970 and 1971 the tax apphies to wagos up lo
gl 800 paid by the employer to the employec.

| nciudes jailroad employment compansation tax, 9.55 percent for catendat vear
1570 and 9.95 for calendar year 1971, Tax applies to zmnluyevs and employess im-
posed on 1axabla portion ot wages. Also includes supplemental tax on employers for
compensation paid to employees, and on income of each emplayee representative
for compansation recewer, at the following rates: 2 cents par man-hour October 1,
1966 through Mar. 31, 1970 6 cents per man-hows April 1, 1970 thraugh tune 30,
1970; 7 cents per man nour July 1, 1970 through Decontber 31, 1970: 6 cents per
man-hour fanvary 1, 197) through March 31, 1971, Thereaftes, employer and
employee mnresen(alwe will ba notitiad of the 1ax rate applicable for the quarter by
the Railroad Retirement Board (P.L. 91-215), Further intludes railroad employses
representative tax, 19.1 percent fot calondar year 1970 and 19.9 percent for calendar
year 1971 on taxable portion of wage:

2 {ssues and transfers of stocks :nd bonds, repealed, efiective jan. 1, 1966,
Doeds of conveyances; $100 to $500, 55 cents; sach additional $500 er fraction
thereof, 55 cents: repealed effective Januvary 1. 1968,

!'thnyml repealed Jan. 1, 1966 (Public Law B9-44),

I Under the Revanue and Expenditure Control Act of June 28, 1968 (Public
Law 90-364) rate restored retroactively, to 7 percent, eftoctive lhrouvn Dm.]l 1969,
P.L, 91-6t4 turther extended the 7gpel:enl ratq through the end of 1

*t Repealed, eftsclive June 22, 1965 (Public 1.aw 89-44),

3 A conditioners, repealed, eftective May 15, 1965, Rﬂlngamlovs and freezers
tepeafed, effective Juna 22, 1965 (Public Law 89-44),

 Rapealed, effective noon, Dec. 31. 1965 (Public Law B9-43;,

2 R:nealed affective Jan, 1, 1966 (Public Law 89-44

5 This tax was continued at 10 percent by joint resolutron (Public Law 90- 2853,
and the Revanue and Expenditure Connnl Act of June 28, 1968 (Public Law 90-364),
which exiended this rate through Dec. 31, 1969, This rale was lurtacr extended,
to Dec, 31, 1972 by P.L. 81-614.

» Repealed stiective july 1, 1965 (Public Law 89-48).

3 Narcotics, 1 cenl per nunu narcotics order blanks, $1 per hundred. Mari-
huana, $1 per ounce: marihuana order blanks, 2 cenis sach. Amounts shown
also intlude taxes levied on deafers, and
For classes and rates of occupational taxes, see lable 14,

3 Adulterated butter; 10 cenis per guunﬂ Process of renovated butter; ! cent
per pound., Domestic fified cheese: ) cent per pound. Imported filed cheese:
8 cents per pound. imported adultarated buttar and cteomargarine: 15 cents per
pound. Octupational raxes are lovied on manufacturers or dealers in these pro-.
ducts and are included in the amounts shown.

% Transtors of machine guns, short-bareeied firearms, sdencers, efc. $200
each; certain guns with combination shotgun and rifle barrels, and Gther special
types of firearms, 35 each, Occupatiana) taxes arg loviod on manutacturers, im-
porters, of dealets in firearms and are included i the amount shawn.

3 Negative figures {excluding unapplied collecyons) stam primarily Irom
floor 'SII(;:;SEIOHIIS taken on cerlain 1axos repeajed by the Lxtise Tax Reduction
Act of
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Table 5.-~Internal revenue refunds including interest

[In thousands of dollars]

Individual income and
Interna! revenue ranions, dinri:ls, States and other . . empioyment tazes
Total incoms Estate Gitt Excise }
(States represented by single districts indicated in Excessive
pa:e:}h)ﬂses total for other States shown at bottom prepayments Other
of table;
U] @ O] ) [&] ® (4]
United Sitates, total 7. 19,022,568 3,622,483 | 14,207,748 276,000 52,754 3234 260,133
North-Atisntic Reglon 3,341,26 342,802 71,433 13,508 531 29, 286
126, 321 10,630 1.948 a2 19 441
63,758 , 746 , 200 1 5 92
529,772 41,305 8,574 3,254 25 2,928
580,774 48.605 9,154 2,025 20 5, 869
402, 562 57,857 68 L2 19 2.8%
- 29,152 . 749 84 4 12
. (Connnhcul) 347, 681 83, 651 910 46 5,658
. (Ses (c) below). 1,122,264 621,173 5,185 291 11201
- (New Hampshire; 52. 51! 4,726 60 2 43
- (Rhode isand). 15, 300 193 ) 146
5,140 150 49,867
1480 23 .17
1.631 28 05
780 80 8
737 14 51
429 5 2,538
103 ) 388
3,381 254 13,791
325 1 2,979
360 1 263
251 729
458 3 2,581
9 275
1827 18; 805
361 1,153
3,511 kL 16, 610
84 14 3,835
1,256 83 2,242
Detroi 706 A 5,651
Indianapolis. 31 2 3,292
Louisvilla.... {Kentucky). 216 3 1,495
szkevsburz. (West Virginia),. 118 295
.. 1,376 35 21,920
2 78
3, 66 168 S, 716
1,354 2 822
3 2
5, 006 2 3 1,001
2,950 1 7 u
6,778 5 3 8,561
5.059 3 2 3,534
3.796 381 El 1,832
50,001 8,7 301 §,314
1,482 1,05 2
12,570 8 12 1,659
735 1 104
12,34 2 7 2,4
4,604 3! 200
2,469 103
6,807 79 S 501
4,089 4,293 1 765
4,901 527 1 “l
72,795 99 “ur 12,133
802F B8 f........... 104
1,193 1 151
L0713 1 7
- 1,551 1 3
31,225 52 22 3,39
2,761 2 1 7
4,155 2 167
1,828 7 13 3
ity.. 1,407 8 3 L
San Francisco. . 18,569 2,674 568 7, 352
Seattle. .. , 131 953 8
om:; of Inter ?, 144 “ " ™ 2 {g
'verto Rico. . * *.
55 252 5,515 9 2 ?
- 117,028
2,49
Total for States not shown above
3) Call 2,642,349 334,094 2,239,037 49,794 7,836 79 10.746
gb; Il 1,14], 588 237,816 1,213 20, 8¢ 3,001 m 7,548
{c) New York.. 2,231,921 738,325 1,412,528 51,356 8,854 43 20, 407
{d) Ohi A 153, 980 752,436 13,728 2,100 685 5,877
1,025,613 206, 397 793,290 13,7 1,517 94 10,599
() Te: 792,950 149,325 612,804 24,914 1.546 202 4,158

*Less than $500.
l Indudes drawbacl

igures have not been reduced to reflect reimbursements trom Federal OId Age and Survivors, Federal Disabilit

to 5517 Ell 000 in 1971 and $386,094,000 in 1970 from the Hlfhwly Trust Fund amounting to $122,512,000 in 197{

lmsl Fund’amounting to $7.973,000 in 1971 and $5,500

+ Net of 96,148 undeliverabis checks lnlllma $14,! 546 763,

+ Represents credits allowabie on income tax returns for cel

Insusance Contribution Act (FICA).
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and Fadesal Hospital lnsurance Yrust Funds amounting
and $32,074,000 in 1970; and trom the Unemployment

rtain gasoline and lubricating oil tax payments and for excess Social Security payments undet the Federal

Table 6.—Number of returns filed, by internal revenue regions, districts, States, and other areas

Declaration
Internal revenue regions, districts, States and other - of estie
areas (States represented by single districts _Individual |Corporation| Partner- | mated tax Employment| Estate Gilt Excise
indicated in parentheses: totafs for other States Total income tan 1] income tax ship and al{ taxes tax tax taxey
shown al bottom of table.) _other
income
taxes ¢
(&) @ @& (O] ) ©) m (0] (O}
United States. tota) ..o ..o.oocamanneaan 111,446,930 { 75,396,638 | 1,820,556 | 5,051,627 | 9,573,243 | 21,883,343 | 149,432 | 165,481 | 3,400,704
North-Atiantic Region 11,984, 143 150,787 | 1,730,787 | 3,478,303 ] 27,710 30,m0f 170,99
Albany.. 647,071 7,419 74,250 18, 829 1,884 1,452 14, 580
364, 427 3,035 42,043 110,373 m 632 . 613
2,315,800 17,685 319,642 570, 654 4,46 5,272 25,28
06 (C) below). , 728,764 | 2,609,355 34,307 282,031 59, 337 6,657 5,775 24, 245
e (¢) below)_ 2,392,701 | 1, N7.017 13,018 176,599 404, 344 3,504 3,185 ,177
vermont). . 262, 07 188, 3: . 216 2,393 9, 663 320 396 3,915
915, & 1,309, 5 20,388 185,034 339,599 2,887 3,958 186,833
3,805,280 [ 2,173,7! 42,068 427,905 970,671 5,990 8,833 31,792
423, 06 286, 4 319 6. 032 3, 464 650 605 5,617
565, 870 402, 2 1,319 3, 363 661 530 5,078
16,301,082 | 13,0 1,715,062 | 2,8%,972 | 20515 | 20,384 ] 163376
2,746,793 | 1,8 196,827 553,045 2,939 , 960 26,864
4,147,869 | 2,833, 340,210 787,289 6,44 , 859 34,140
4,011,501 | 2,780,1 358,818 729,296 5,492 . 505 38,115
, 288,582 | 1,645, 3 189, 068 371,992 2,591 ,186 30,180
2,376,687 | 1,648,9] 3 156,907 486,162 2,526 , 219 bt
318,679 205, 1. . 942 30, 359 9, 192 463 655 3,251
14,907,679 | 9,609, 2, 119,579 | 1,029,739 | 3,298,876 | 15,521 | 21,812 | 187,638
2,293,187 1 1,541, 0 17,043 128,291 543,907 1,811 , 217 5, 579
1,531,27) | 1.042,99 12,701 3,612 385,88 1,067 ,99 18,885
South Camhnng 1,244,512 B4E, 8! ,815 7,6 282,855 1,013 , 334 20,249
orth Caralina, . 556,953 | 1,738, 2 20,643 150, 7 574,634 2.248 , 430 28,923
ississippi).. . . 915, 122 591, 7! ,677 9,3 232,223 729 , 200 18,317
3,935,923 | 2,525,2! 29,396 363,91 873,653 7,041 , 272 42,132
1,94),838 | 1,322,080 22,287 112, 3 435,72) 1,612 2,100 23,400
5, 106, 503 | 10,695,885 320,636 | 1,150,519 | 2,700,827 | 17,238 | 1,084 [ 163,27y
2,365,189 | 1,688,821 1,219 186, 35 414,239 3,046 5 2],835
3,274,496 | 2,328,788 22,241 253, 50 578,994 3,987 3 2,193
4,426,188 | 3,191,881 37,224 320, 038 764,644 4,032 , 4,517
2,634,023 | 1,885,308 18,627 193, 34 464, 555 3,749 A 28,912
1, 505, 6 1,037,056 18,947 98, 721 314,115 1,659 1,806 16, 584
812,451 562, 931 L 318 52,15 164,279 765 12,014
16,459,584 | 13,222, 300 165,162 | 1,460,238 | 3,080,141 | 28,045 | 28,1 221,08
356,476 8, 352 4,936 23,71 4,112 156 B. , 239
4,686,729 | 3,360,947 45,494 405, 50, 757,173 6,805 7,86 , 509
1.587,545 | 1,033,516 20,815 142,74 337,30 4,597 3,168 , 627
, 061 215, , 452 A7 10,977 893 , 332
2,430,348 1,665,705 19,179 6,3 443, 366 3,665 3, 38,55
. 655 960, 433 11177 0, & 187,12 2,261 2 14,470
2,510,437 | 1,680,797 21,636 208,786 514,98 3110 35,230
2,015, 4 1, 408, 504 , 694 150,789 370, 24 3,208 2,6 1,739
1,569.379 | 1,068,2; 17,1719 128, 408 314,16 3,65} 2,51 18, 863
12,974,493 | 8,861,770 140,722 ) o13,178 | 2,052,420 ) 14,967 | 22,386 | 212,802
484, 482 332,143 5,027 9, 103, 8 386 , 441
3, 246. 72 2,201,359 34,8% a1, 698, 77! 31 5, 47,933
, 322 126,106 2,872 5, 49,31 272 1
2,664,949 [ 1,722,473 36,575 196, 624, 73( 3,00 LN 35,9
1,226, 621 826,633 14,344 8, 412 242,94 1,596 2, 18,011
, 017 1, 9,782 , 7192 213,14 787 1,28 16,039
1,619,135 | 1,071,304 11, 443 100,676 317,04 1,164 1,751 25,694
1,303,572 871,180 13,320 4, 642 277,623 1,833 2,635 22,599
1,230,783 808,334 12, 457 103,335 3 2,681 3,08 19,275
17,447,208 | 11,905,424 205,256 | 1,451, 140 3,548 | 22, 270,358
136,593 96, 209 , 891 062 (] , 417
376, 140 249,393 4,633 24,513 417 , 12}
392,972 249,339 5,052 30,783 735 1 10.112
423,52 300. 679 3,857 32,448 35 . 633
6.775,993 | 4,732,387 78,871 520,182 9,139 1. 71,930
,971 30, 955 . 784 72,366 1,052 1, 10,634
1,160, 386 772,585 13,614 89,614 1,590 1,851 19,533
,122 10, 84 3,426 18,249 226 ot ., 459
L 419 356,394 5, 65¢ 32, 16| 387 72] 11,375
4,493,171 3 055,166 §1,740 376, 457 7,334 6,63 69,153
1, 830, 25! 1,246,470 21,878 139,144 2,246 2,0 33,423
perations. 534, 00. 397,723 4 (1Y 518 1171
237,604 , 450 22,334 1 31 658
35, 283 315,213 192 22,092 870 L1 498
Total for States not shown above
(2) Calitornia 11,269,164 | 7,787,553 144,361 135,611 896,639t 2,132,737 | 16,473 ] 13,647 141,143
b) Illinois. 6, 256, 1 4,426,224 85,049 63,273 533,9151 1.071,342 | 10,55 10,377 82,3712
0] Ntw Yorl 10 871 356 7,147,227 298,254 102,812 970,785 | 2,216,181 | 18,035 | 19,265 98,795
d) Of , 017,708 80, B2! 9, 5 439, 993,233 7,03 , 476 . 028
e) Penn:ylvlma 5 300 0!3 4,425,415 79,742 62,623 547,836 . 101,288 8,083 6,691 68,295
[URI 5911669 | 3,923,824 84,824 7147 408,137 | 1,323,508 6,188 9,795 83,922

1{ncluges estimated tax declarations not availabie by districts for 1st § month:

on p.

Annual Report / Statistical Tables

s.
:n addition to Forms 1040 and 1040X, includes 136,587 forms 104N, 1040 SS-PR and 1042 which also are 1n *'all othes individual and fiduciary”’ returns in the table
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Table 7.—Internal Coll Cost, Employees, and U.S. Populati 1942 through 1971
ot T Number of employees
it Cost of Papulation ax
Ov;:‘m! Collections @!}n}ea‘gng (Thousands) pa!l Touat National i
capila otal atianal e
F:scal yoar o
) @ & (O] ) [C] (6] ®
5,704 13,047, 868, 518 0.58 35,361 96.39 4,329 I
75 ll)g] 512 22,371, 386, 497 .44 37,250 163.00 4,311
129 941 348 40,121,760,233 .32 38,916 282,82 4,273
145, 43,800, 387, 576 .33 40, 468 3.8 4,441
14, 795 Slﬂ 40,672,096, 998 43 41,936 286. 55 5,144 \
03, 916, 822 39,108, 385, 74 .52 44,698 270.28 4,1m
%33, %1, 060 4], 864, 542, 29! 4 47,208 284,39 4,662
209, 205,715 40, ‘63,125.% gg g;,;g; %glsl Z : gg;
0 38, 957,131 . X 3
;ig ;gg E 445, 686, 31 .49 54,878 325.71 4,030
, 192 65, 009, 585, 560 .42 57,553 412.62 55,310 3,842
%r’:gf g;%, }sgs 69, 686, 535, 38! 38 60, 184 435,00 53,453 3834
268,969,107 69, 919,990, 79 .38 63, 026 428.89 1, 411 .10
278,834,218 66, 288, 692, 00 .42 65,931 399,50 , 330 2,675
299, 894,710 75,112, 649, 00 .40 68, 903 4Ll 2,583
5,537,814 80,171,971, 00 .38 71,984 . 16 1,364 2,602
gg7, 428, 7‘85 79,978, 476, 48 42 74,882 457.31 , 816 2.638 #
355, 469, 228 79,797,972, 806 .44 77,830 448,713 , 200 2,633
3,735,359 91,774, 802, 82! .40 - 180, 667 r 507.98 50,199 2,702
413,295,238 94, 401, 086, 39 R r 183,672 v 513.97 63,680 3,031 .
. 4 99, 440, 839, 24! .45 v 186, 504 »533.18 56,510 3,357
0 313 | 105075 395 58 a7 - 189.19 + 550,81 59, 285 3.562
549,692, 13} .49 r 190,618 + 588.93 9,357 3753
497,387, 471 .52 194,237 -+ 589.15 60, 360 3,790
624, 861, 929 .43 95, 485 v 695.93 61,689 3,818
‘8 374 814, 552 45 198,629 +745.99 69,122 4,080
699, 15% %gg l , 8: .46 + 200, B  765.81 65,177 3,939
758, 785, 475 l87 915 559,668 AG v 202,599 r 927,54 4. 507 4,037
886,159, 162 195, 722, 096, 497 .45 203,736 * 960. 67 68,098 4,35%
981,085,297 | 191,647,198,138 .51 07, Ot 927.02 68,987 4,521
* Revisad. 1
Table 8.—Internal revenue tax collected on Puerto Rican Table 9.—Establlshments qualified to enga.geLu: the
manufactured products transported to the United , or use of and M
States, by object of taxation alcoholic Ilquors
dolt
[In thousands of doltars) Aol o 3
Class ol establishment
Objects of taxation 1970 1971
1970 19m
Total. eeeeneenan 80,219 90,707
D:shﬂed splms plants:
Distilled spirils.... . 6?, g;? 80, 7:; s (not number). 5 1324
l N
Distillad spirlts roc! H 52 2
L 18 21 276 '
5 56
[40] PUTTTI 50 51
(] ) . 13 145
vl . W)
Denatured and tax-lres producis (dealers, users. ofc.
6747 6.384 d d atcohal and denatured
1288 1151 Dealevs in speclzlly enatured alcohal and denatures " »
1 197
igars, smi -- 3,419 3,39
Cigareties, large. ReDrn:esmls ebottiers, etc., of snecmlly denaxuud
Clgarettes, small. . alcohol articles. ... 953 969
Usets of tax-iree aicohol. 7,328 7.268
Beor: Breweries. . 154 1148
Note.—Amounts of internal revenue taxes collected on Puerto Ritan tobacco ines:
and liquor manufacturers transported to the United States, or consumed in the Bonded wine cellars. ... Q1 3446
island (fess retunds. drawbacks, and expenses), are covered into the Treasury of Taxpaid wine bottling houses_ 65 57
Puerto Rico under the orovisions of secs, 7652(aX3) and 5314(a) of the Internal Vinegar: Vinegar factories using va 3 E)
Revenus Code of 1954. Tho gross amounts are inclrded in overall caliections Beverage dealers: .
results (tables 1 through &). beginning with 1955, mp‘lm 18 % ;gg % %}ﬁ
olesale 0 . 3
Wholesale dealers in beel 6,088 5,871
Retail dealers in hiquors. 283,234 281, 340 ¢
e Retail dealers in beer . 131,706 26, 506
Manuiauums of non- npvnrau products (drawback).| 92 765
Fruit-flavored concentrate pla 65 64
Bottle manufacturers 124 125
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1 Intiudes 4 experimental distilled spirts plants.
2 Includes 12 experimental breweries.
4 includes 8 experimental bonded wine callars.

Table 10.—Establishments qualified, to engage in the
production or exportation of tobacco preducts and

cigarette papers and tubes

Class of gstablishment

As of Hne 30~

1970 1871
Manutacturers of tabacco products...... .. 203 195
Manutactirers of cigarette uzneys and tubes 4 5
Tobacco export warehouses. . 189 191

Table 11.—Permits relating to distilled spirits under
chapter 51, Internal Revenue Code 1954

S
Seclion 5271, LR, Cod
1.R. Code ol
Users pfm
Status Total {Distilled | Deafers
spirits | in spe-
plants | cially | Spe- | Spe-
dena- | cially | cially Tax-
tured | dana. dona- | tree
alcohol | tured | tured | alcohot

[t} @) @

alcahol um

“ (&) (6)

In affect July }, 1970} 10,984 196 4] 3,40 18] 7328
Issued._.. .........] 2415 15 8 618 2 Lz
Terminated, total. .. .. REXTTY T
Revohed_.. ... 3 O Yoo s
Otherwise
tarminated. . ... 2,503 7 7 638 2 1819
in eftect June 30,1971 10, 835 194 42 3.380 - 18 7,261
Amended___....._.. ] 585 11 1 177 1 335
Table 12.—Permits for operations relating to alcoholic beverages under the Federal Alcohol Administration Act
Distitled spirits plants t
Grand — N Wine Wine
Status total Total 2 Distitiers | Warehousing [ Rectifiers producers blenders Importars | Wholesalers
and bottting and blenders
[¢%) @ [&)] (O] ® ® Q] @ (O]
In etfect July 1, 1970, 12,546 34 160 1717 156 365 33 2,13
Issued 1,358 9 12 12 Y 7 ' 'zs? ?I 3%2
Terminated. total______._............. 1,359 27 9 12 13 42 4 206 1,080
Rov 2 e e B I
Othevwlxs terminated._ 1,357 2 9 12 13 42 4 206 1,078
in effect June 30, 1971 12.545 336 160 m 155 n 3
Amended 1,440 192 oo 65 % 258 i

' Excludes permils for customs

+ Column (2)

since such

Table 13.—Permits relating to tobacco under chapter
52, Internal Revenue Code 1954

in runolruumndln ualify as distilled spirits plant
P e e o bt il S i pirits plants.

Table 14.—Label activity under Federal Alcohol Ad-

ministration Act

Manutac-

Status Tota tures of Expart
tobaceo warehouse
producls proprietors

[t @ (&)
In ettect July 1, 1970 392 203 189
lssued, - 51 23 28
Terminated, total. .. 59 3 26

voked
Olhevmse lerminated. .

in eftect June 30, 1971,
Amended.. .....

Applications acted upon

Type of labal Certificates issued .
Total lpg;;;ed

Approvals | Exemp-

tions
Grand total. ... . ....... .. 50 E&J
Distilled spirits, total . _ 17 303
Domestic.... .. L] 13,436
Imported_..... ... .. .. 3,867
Wines, total..._. ... 41 531
Domestic........ ... 16 ZJl
Impored... ...... .. 25,300
Malt beverages, total_._ .. 43
Domestic . . 3
fmported. . 4%
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Table 15.—Number of i ) tax issued, covering fiscal year 1971, or portion thereof, by class of tax Table 15.—~Numb f a issi
X p ued, covering fiscal year 1971,
and by internal revenue reglons districts, and States and by internal revenue regions, districts, and States—Contmu?ad y or portion thereot, by class of tax
. Distilled spirits Wine Beor
Rectitiets Retail dealers Manufacturers of non- .
HI:::L’ etite beverage pmd:;cls Whulesa!e dealers Retail dealors Browers Tempo-
Internal revenve regions, districts and States (States | otoccu- | Manu- istri . fan
represented by single districts indicated 1n parentheses; | pational { fac- Whole- Msdlc- h:(:“'(nl ,:;v:i::feaeigs‘;],i‘cs\',dilns;:gfédaﬂ‘d‘,sal,ael:fhﬁ?:.efo::f;:, . Ratall dnhyrs
tota:s for other States shown at bottum of tabie) tax | turers | less | 20,000 | sale 'oNot More other States shown at bottam of table) ' i i Whote: | gmetall | dealors in
stamps of than | proot | dealars, spmls ex- Not | than N Wi Wines Wines 500 sale deaters, liquor
jssued | stills | 20000 | galons | $225 [ Retail Al 354 | ceeding | exceed-, 50 § o and Wines, and batrels | dealars, $24 Ime, (wines
$55 | oroof o dealers, | large 25 | ing50 | gallons beer. i beer, or more, | §123 $28 o1 beer)
gallons, | more, 354 gallons | galions | 3100 $255 54 $110t $2.20
sho | s220 . per
1 sl jwleo|] e | ole|lo|om|a ' mon
(O] £2) &3] ) a2 a3 (14) (15) (16) ’ %)) (1) 19y (20)
United States. total o506 | 104 2 105 | 2,580 | 229,853 [ 1,025 | 815 37 13 52 !
NorthAttontic Ronion 1 sl avse| 1! as2| o1 « 51 United States. total-...... oo 16 Hs %0 | 0,202 1500 6130 [ 126,437 o am
Alba C(Ses 10
j 1
. gm:;"s:m 81 NﬂrtAhl;l::y-ntlc Region 3 2,026 20 %0 23,299 53 524
- e (e belows. a2 ! 88 §
- (See {c) below) . % | 8662) | V| 2. 18  Bosten. ... .o 10707 (Massachusetts)........d1 1| 31 3¢ imlvUTCTVI]TO 1Al ffaal |ttt
- (Vesmont)_ . o8| 2| B feeeeioo|ieceii|eseeeees Brooklyn......o........._(See(c)below).......4 12 1l 2| sa|  s|  ael ezas|
- {Connecticy A 4% 15F 1| & Buffalo.. LIl (See(belowy ool a3l el 5| 1| a2l Sqiei
(Sna (c) below 66
New Hampsh 3 1
R (Rhodu Island). 15
206
$7
M
%
s marzi......] 3 vl 5 Newatke . T iNew dersey). .t s s 1l gl R Rkt hlas feemeeeene
14
7
o | waes| 2 ulTTTCRRl s RsbumhGee(@beow) L T
4
. 5
10
53
8
60
1 25
Al | asere|TTisl alTTTETTW] s ks (MIssSiR). o
1 1
i 1% [
2 2 Sea (0) bele
(See (d) below).
g % (See (d) below).
1 2 t (Michigan)
1 % ! {u!dl‘ana‘?.
. entucky). ...l
AR 3 West Virmia) 2R L
QOWB) oo ovm o] Tn026 (T 3 3se L b T T Aberdesn. 111111111111 (South Dako
mm Dakota).
s
Nepraska). .. LTI eoms LTI a2 g S el Farge. L DI (North Dk
2
110, 854
03 {oeen ) T[ZT) s TEm0 L T e Soringfield. 22T See o) betowy LTI
3 (New Memo) ___________________
1005 (See (1) helow)
189 Wyoming).___ . ...
58 (See (D) below)
12,098 (Colorado).
8.763
156,065
2331
, 481
531
, 882
Los Angeles. 54, 31
hoenix . 7.749 |
10,328
4,195
4,322
42,404 eno. .
(Washington).._ 15, 460 . Salt Lake City. (Utah). .
' San Francisco. (Sea (8) below)
Seattte..... -~ (Washington). . % 5| Yaes 4
i
Tatals for States not shown above
(a) California. 9,786 15 7 25| a18| 27,39 1 7 3 83
{23 Now o gotl g 30 s RELOR|OTL 3| 2] a cal s |
(c) Now York. , 38, 3 2, "‘""" 3 124 19 4,74
% D o 44,550 M. 2| aar| Ws0| 8. 2 37 ¢ élll 3 ] 3 148 n e i
'e) Pennsylvania . 905 9 2 5 54 [ 17,740 4 3 4 39 () New Yo 40 3 21 218 13 a7
) Texas...... 51,741 9 e 27 4,011 80 5 2 23 (d) Ohio.... 1 25 10 7,423 7 12
(e} Pannsylvania. 1 3 4 33 19 7
O] s, 2 22 30 8,027 7 42
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Table 15. ber of ional tax issued, covering fiscal year 1971, or portion thereot, by class of tax Table 15. ber of tional tax issued, covering fiscal year 1971, or portion thereof, by class of tax

and by internal revenue regions, districts, and States—Continued and by internal revenue reglons, districts, and States—Continued
Nareolies ¢ Marihuana Natianal Firearms Act
. Dealer Coin- Adufter-
Internat revenue regions, districts, and States (States | Manutac- Dealers | Manutacturers Importer Manufac- only in aperated ated
represented by single districts indicated in parentheses; | turers, [ Whole- . in Labora- i Pro- . ot importers - only of turer anly weapons Gaming process of | Wager
totals for other States shown at bottom of lable) pimporters, sale Retail Practi- | untaxed | tories | Manu- Dealers, | ducers | Practi- | tabora- Internal revanue regions, districts, and States (States Dealer | weapons | of weapons | classified devise rencvated ing,
and com- | dealers, | dealers, [ tioners, | prepa- etc., | tactur- $3 and | tioners, | tories, vepresented by single districts indicated in parentheses; in fire- | classified classified as “‘Any premises; | butter and $50
pounders { 312 8 $1 ations, 3 ers, | millers, §1 $t totals tor other States shown at bottom af table) arms, as '‘Any as “Any Other 5250 per fitled
of opium s i 3 v crass 1| class 2 C?Z:ﬁ], wotlm wonm Wcl:apons." davice cheese
i ass 1, | Class 2, eapon, "’ eapon,” | Class 6,
«@n 22y | (@) (28) @ | @) | @) | @ l @) | QY | @ $500 © $500 Class 4, Class 5, $10
P i 325 325
United States, total__......... m 955 | 52,357 | 158,870 260 100 1 1 2 33 ” @ ey | oy (35) (36) an (38) a9 0y
North-Atiantic Region 5 | a,006 | 71,761 241
9| | 3 2 United States. total. .._..o...oooiisiaaannn] % 8| a3 s 7 o 17,000 al e
(i 5 gl g g
(Massachust . 3 -Atlantic Reglon
2| 1,889 | 15967 kH Northy
15 .
3
12
19
6 245 1677 N
11l 72 50,500 us ' See (c) below)
(Maryland and B.C. 27 95 9. 446 13 New Hampshire).
5Nz« Jersey). 28| 2,03 12,105 47 Rhode Island). ..
Sen (2) he(nw)_ 31| 2,02 14,932 52
See (8) below). 2 L4 6,789 11 . (Maryland and D.C.
irgimia).. 10 936 6,412 16 (New Iarsa{)
e 3 125 816 3 (See (e belo
164 | 7,28 39,301 a3 (See (o) beto
3 1. 8% 6.135 (Virginia). .
22 38! 4,029 H (Delaware).
wl on 2,957 5 2
21| 121 5,967 u
1 2,23 4
321 1,93 12,146 2
21 1,316 5.1 33
133 | 6,68 [ a2 E3
22 980 7,781 11
BliE um Y
X 12. Central Reglon.
24 289 7,086 5 ' ,incimﬁ_ .
,,,,,,,, i1 830 3,996 8
10 3n 1,910
______ . 197 | 7,67 | 45,415 12 i )
T St Y Al 2807 wihl R ‘ e, (fentaco) -
See (b) below). - 3 . i est Virginia)..
i pelo 1oz Ty wise 1 e
JUs M54 {South Dakota).
M 105 | 7.409 8 3 (Sae (b below)
(Nebraska) , 91 'si6 2,437 4 5 Clowa)
(Missouri). B 22| 1.204 7.619 4 7 N
{Minnesota)_ 20 998 6,456 7 2 i
(See (b) below). R 3 16 3,383 16 6|
Seutl ug 1,;% ::, ;;: 1: r; .
Albuguerqus. New Mexico) - .
Ausliqn. "l . 2| 1772 10,399 23 7.
i - 2 1no 448 | 2
30| 1413 2,617 1. 71-
14 625 4,426 9 6
610 2,218 6 1]
17| Lo4 4,942 8 17}
_________ 13 826 3,714 8 2
665 3,134 4 4.
185 [ 8,176 | 69,564 [ 3 i
1 51 324 [eoeon
2 260 1,008 4
4 233 1,076 2
101 1. 17
711 2,840 28,780 22
......... 0 3,248 7
15 650 4,226 &
162 763 1]
8 P24 1,890 3
431 21 20.588 14
1,052 6,362 9
Totals far Stales not shown above H Seattle...... .. (Washington). . ..
a) California - 9 114 4,946 49, 368 36 11
gh) [itinois. 5 a6 24 16,727 31 13 ).
(c) New 14 68| 4,940 46, 849 205 S}
(d) Ohio 3 45| 2307 | 178 28 2. (a) Calitornia 5
(e) Penn B a3 38| & AR 3 Winols. H
(@) Texas. i 51| 3,185 | 18076 36 2| Es) New Y, 2
(=; .............
(N Texa 2
1 Includes 5 brewers of less than 500 barrels at $55.
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I L . . Table 17.—Additional tax and penalties recommended after audit examination by ciass of ta
Table 16.. of returns by class of tax and by Internal Revenue regions, districts, and other areas Revenue regions, districts, and other areas n by of tax, and by Internal

individual | Corpora- y 5 Employ- Exempt [in thousands af dollars}
Internal revenue regions, districts and other areas Total tion Estate Gilt Excise ment orga-
fiduclary * rization Internal revenue regions, Individual | Cof
n . ndividual rpota- Employ-
= districts, and other areas Total n ton Estate Gift Excise man [nﬁ:‘rﬁ'
TOMB oo n s 1,645,929 | 1,346,375 129,631 12,535 3,626 83,947 11,287 fiduciary 2ation
h-Atlanth B 24,430 5,663 1,419 7,141 1,518 -
20,045 4,408 1,113 10,327 1,907
14,477 3,058 929 10,830 1,122 838,008 | 1,935,482 66, 965 1,462
Cantral. 17,082 3,114 382 9,163 1,92 . 14,143 16,205
Midwest. 21,170 6,052 1.351 1,218 1,632 Mid-As; 15,214 12,59
‘ 11,431 3,048 1,254 14,126 1,543 3,932 119
Westarn_ . 20,72 €, 922 1,513 16, 654 1,630 Central 3,1 4,79
267 %8 1,425 ) ' Midwest ... 14,458 s,
Nerth-Atlantic Rugion: 7,316 10,649
e B 41 27 50 605 127 o] Wostern. ... ] 5 600
Augusta. 59 122 23 232 U 1 205
4,827 977 139 1,874 365 370 Nerth-Attantic Region:
3982 1,164 168 812 745 59 Albany_ . 58 B
3, 138 94l 2 42 38
08 4 54 Mmoo s 7
2,134 5N 314 647 273 2 2,683 185
6,523 1,732 543 1,433 958 1,020 255 598
45 2 47 165 | 18 12t
75 82 10 498 9. 2 ) 5;3 mnm
, 976 11,889
4, 10; 905 182 1,28 790 1,04 168 5
7 1,443 304 2,587 797 i 128
4,63 802 136 2,216 1,178 760 '
317 309 1,650 393 32 86 388
2, 67 462 218 2,074 1,183 15 12,327 9,434
84 88 2 509 119 il 90 1,508
' 420 386
2, 3¢ 33 7 1,913 655 688 429 550
1, 54 210 i 5 444 28 54
3] 383 78 1,082 360 45
2,28 402 121 2,977 400 13 298
B4 118 135 32 322 I3
4, 58. 1,15 230 3,349 1,229 172 113 22
1,936 135 5 561 44 Greensboro. 324 506
ackson._ . 521 1
3,41 3 1,164 689 m Jacksonville: 1,488 5,810
4,13 89l 1,725 830 748 ashvilte. 310
3,94 34 303 3,549 382 382
2,854 544 126 1,631 597 2 43,430 11, 72! 309 295
1,81 32 1 899 603 10 102, 835 22,23 989 864
151 3 201 187 6 , 659 28,13 1,335 2,836
37,450 12, 941 530
267 1 1 467 127 k) Louiswille 6, 12, 06: ns 181
7,083 1,515 364 542 987 413 - 11,603 4,9 i 93
1,693 114 1,899 741 b2} . Midwest Reglon:
355 119 0 352 167 ) Aberdeen. ,513 . 1609 3% 104
3,0% 615 263 2,854 435 40 281,153 39,987 30,837 1,686 1,4
1,202 435 140 1,878 614 2 31,808 5,04 , 838 3,178
4,050 1,026 212 2,028 1,506 s17 , 090 1,88 375 35
2,493 643 121 1,176 359 581 49,150 8,0 , 027 5, 806
979 687 66 1,681 548 22 28,529 5,7 , 139 517 1,
100, 740 2,72 , 603 L1 1,
100 27 374 350 2 50,684 8,394 m 1,833 04
2,381 502 343 2,868 1,581 865 55,067 5,54 , 764 180 3
184 69 8 95 127 7
2,6% 708 351 4,322 1178 494 , 001 2, 942 91 A
77 u 7 1,614 617 27 81,668 5, 1,834 2,9
169 3 5 251 53 . 100 488 b4
1,510 332 150 567 982 23 111, 386 13,130 1,544 4,
1,181 452 114 1.097 644 51 14,748 , B0 644
1,230 406 1 2,184 1,011 s 10,195 216 51
36,120 458
212 1 4 22 23 1 45, 607 693 7 2,
45 5 418 120 4 24,559 8,776 1,850
682 150 1 34 108 4
588 t] 86 &7 5 , 469 797 1 2,
8,170 3,249 32 5,360 1.849 660 .| 12,18 9,033 456 a3 7
1,651 2 95 30 13 .| , 124 , 286 4,507 8
1,01 362 7 72 107 1 .| , 898 2,129 85! 42 [}
312 3 267 147 9 - 196,084 97,699 23,263 820 1,44
1,130 588 “w 12 .| 28,084 1,220 , 634 347 58.
4,672 2,083 369 5, 14 1,116 515 .| 22,304 , 836 1,444 483 3,
eatle. 1S4 5 i1 2, 566 497 400 . 604 3,085 1621 [ |
” e - 12,289 7,012 955 2
- 111,869 , 004 18,015 2m 1,954
Seattle_... R 52,090 35,550 . 080 3,322 301
¢ . *Less than $500.
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Table 18.—Appellate Divisi ipts and di itions of cases not before the Tax Court (nondocketed cases)

PP

A. Progress of work

F.Y. 1971

Y

Number of
cases

Amount stated in revenue agent’s
report (thousand doilars)

Stat
us Deficiency Overassess-
and penalty ment
(O] @ [©)

i 23.011 r 2,515,099 114,570
Ryl - 24,383 1,416,117 59, 967
Dis0SEd OF, 101Bl. « - — .+ oecseemneembmneeemeeene i n et 25,066 1,314,981 1 39,019

19,743 1,085,782 37,513

By agresment. - . f

U{naz’r’ud (Overassessments. dalms. exuse, and offer in }‘o;‘; z(; 032 9:(‘)

By taxpayer defauil on statutory 0% 2 313!4 o

By petition to the Tax Courl-uansle"ed 1o docketed status. 2,

Pening JUNR B0, . .ooeoimciemmaanrmnenc e nn s nno e s s eSS e T 22,328 2,616,235 135,518
B. Results obtained in dispositions
Appellate determination (thousand
dallars)
Number of
cases
Methot Deficiency Overassess-

and penally ment

(0] @ o
Disposed of, 1013l _uo.ceemion i e 25, 066 532,932 50,948
19,743 312 378 49,617

By agreeman! 3

U:z:leed (Overassessments, claims. excise, 1 3;; 26 3“ l,ls:

By taxpayer defaull on statutory notice. ... oo o.oueenses P i -

By petition to the Tax Court—~transferred to docketed status. .8 3 z

rerevised.

Table 19.—Appellate Division receipt and disposition of income, estate and gift tax cases petitioned to the Tax Court

d ted cases,
(docke! es) A. Progress of work

F.Y. 1971

Amount stated in statutory
notice (thousand dollars)

Number of
cases
States Deficiency in tax |  Overassess-
. and penalty ment
(o] @ (&)
. 10,457 r1,382,974
Pending July 1 , 1382,
Received, total 8,293 509, 429
petitions liled in response to—
District Directars’ slaiulmy notices. . 52> 2%; ﬁ; g?g
Appeliate Division's statutory nofices 3 : )
Disposed of, total 7.593 425,000 |....ooioinnn -
By stipulated :zvnman - 6, g;
By dismissal by the Tax Court or taxpayer detaull R 24
Tried before the Tax Court on the merits_...... -
11,163 1,467, 463

Pending June 30..

1 Difference (rom tabl

«esravised.
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6 18, transterrsd to docketed status is caused by excluding district director's statutory notices considered by Appeltate in 90-day status.

Table 19.—Appellate Division recelp( and disposition of income, estate and gift tax cases petitioned to the Tax

Court (d d cases)—C

B. R 1 btained in di Las

Mathod

+  Wumher ot
cases

Appellate determination
(thousand doltars)

Deliciency in tax Overassess-
ment

Uisnused of, tolal.. ...
By stipulated agreement_

By dismissal by the Tax Court or (alnayer defaunt’.
Tiied betore the Tax Court on the merits *

and penalty
[0 @ )
7,693 192,837
6, 061 104, 43
567 21,369
965 67,034

! Represents amounts petitioned,

Table 20.—0Office of Chief C. 1—Pr ing of i estate, and gift tax cases in the Tax Court
Amoun! in dispute (thousand dollars)
Defici
Stalus Humber of cases eheeney Ovempayment
Tax Panalty
[} @) 3 [CH
Pending July 1. - 11,453 rl
\ 1263, 603 106, 704 .
5||I::°:;dr§uenad 8 293 g?? ggg 36,323 93: &
i 3 2, 18,
Pending June 30. . 12,192 1,344,237 123, l;‘?’ l;g g%
* Revised.
22:'3 2]1.—0ffice of Chief C i—Receipt and disposal of Tax Court cases in courts of appeals and in Supreme
In cousts of appeals in Supreme Court
Amount in dispute Amaount approved Amount in dis
pute Amoun! approved
status Humber (thousand dollars) (thousand dolars) Number (thousand dollars) (thousand dolars)
of cases et of cases
eficien” | Over- | Deficien- |  Over- Deticien- [ Over- | Daficie:
cyand | payment | cyand | payment oy and t ot | ooy
penalty penalty p!nally paymen ;:naa'l‘(dy payment
) @ @ [C)) ) ) () ® @ an
Pending July 1, tatal. .. .. e e e e 382 | -37,151 r78
Appeated by Commissioner. ... . B - r 18,424 a1
- B 19,433 " 28

Appealed by taxpayer.. . .
Appedled by both.". .. ... .

Appealed, total . .

By Commissione!
By (zxr‘ayer. .
By botl

Disposed of, total._.

favorable to Cammissiones._ . ..... .
Favarable to nxpayu L

Modied . _ _
Settled. .
Dismissed. .

Pending June 30, total. __.

Appealed by Cnmmlssmnw
Appealed by taxpayer
Appeated by both___

r Revised.
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Table 22.~-Receipt and disposal of refund sults filed by
taxpayers in Federal courts

Table 24.—Office of cplef pounsel—ReceipiJ .anfl dis-

Refund Suits (ather
than ajcohol, tobacco,
and firearms taxes)!

Total
Status
Courtof | District
claims courts
(&) @ )
Pending July
[ T number_ | 13,381 427 2,954
Amounl in dispute. housand dollars. .| 495,877 | 188,309 307, 568

Received during yea!
Cas -.....oumber_. 1,177 180 997
housand doflars..| 134,061 64, 451 69,610
...... number_. 1,091 153 938
thousand dollars. .| 106,223 42,407 63,816

57.900 | 33,925 | 23,975
5050 ) 80.00 3756

Amount in dispute.
Disposed during yeal
Cases...
Amount in dispute
Reln:ﬂeﬂ during yea
o

mount thousand dotlars
Parcent af amouni disposed of
Pendénx June
25

number. .
thousand dollars. .

3,467 454 3,013
523,715 | 210,353 33,362

s ..
Amount in dispul

1 The numbe of cases disposed of does not agree with the number of cases in
which decisions were tendefed by these courts durng the year, due 1o settiement
by stipulation, dismissals, and time required {or retrial, rscomputalion of tax, etc.
In the Court of Claims iha number of decisions was 26 of which 16 were for the
Government, 6 against the Government. and 4 pantly for and partly against the
Government, In the disteict courts 424 decisions were tendered, of which 207 were
lor the Government, 147 agoinst the Government, and 70 pam{ for and partly
against the Government. For decisions by the courts of appeals and Supreme
Coust, see Table 21.

rmRpvised,

Table 23.—Office of Chief Counsel—Decisions of courts
of appeals and Supreme Court in civil tax cases

Partly
For the | Against | for and
Total Govern- | the Gov- party

Court ment efmment | against

3 he Gov-
ernment
[43) @ (&) (0]
Totah e 359 221 X 23
By courts of appoals, tatal...... | 355 23 95 23
Origipally lried in—

Tax Caurt._ 1156 10t 45 10
District courts 1199 136 50 13
By Supreme Court, total.__..... | 4 4 -

Originally tried in—
Tax Cou

District courts
Court of Claims.

| The Coutts o! Appeals 1endered 115 opinions in 156 dochet numbers of which 81
opinions wefe lor the Govarnment, 9 opinions wete partially for the Govetnment
and 2% opinions were against the Government. . -

3 Yhe Courts ol Appeals rendered 142 opinions in 199 cases, ol which 88 opinions
were lor the Government. 10 opinions were partially {or the Government, and 44
opinions were against the Goveroment,

3 The Supreme Coun rendered 2 opinions in 3 dockat aumbers,

+ Tho Supreme Court tendatod 1 opinion in 1 case, which opnion was lof the
Government.
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posal of j
and err refund cases

Status hd Number of cases
Pending Juty 1 1.1
Received..... 2,363
Disposed ot , 164
Pending June 30 - 1,976

Note,—This tablc includes cases handled at national and regional levels which
are under consideration for suit or are in suit in Federal and Stats courts. Il does
ot include cases relating to alcohol, tobacco, and firearms taxes, nor to insolvency
ang deblor proceedings (table 25), nor to appeal and other cases which are in-
cluded in table 26. ) X ) .

Erroneous refund cases previously reported in Table 22 with rotund suits,
offective July 1, 1970, are handled and reported as general litigation cases; cases
pending fune 30, 1970, are included here.

Table 25.—Office of Chief Counsel—Receipt and dis-
posal_of insolvency and debtor proceedings

Bankruptey | Miscella-
Regrganiza- | and re- neous
Total tion pro- ceivership | insolvency
Status ceedings ! procesd- proceed-
ings 2 ings®
[0 @ @ “)
Pending July 1 1,294 580 455
Received. 2,224 1,107 su
Disposed of . 1,643 1,058 4%
Pending June 30 1,875 &3 a0

t proceedings instituted under the following section or chapters of tha Bank-
ruptey Act: Sec. 77 (railroad rearganizations) and chs. X (corporate reorganiza-
tions), X| (artangements 25 to unsecured indebtedness), X11 (real property arrange-
ments), and X11I (wage earners’ plans), which involve tax claims and other rights
and inlerests of the United States. : .

2 Bankruplcy liquidation proceedings and Federal or State receivership pro-
cesdings whi% invalve tax claims of the United States. .

1 Proceedings relating to corporate dissolutions, insolvent banks, assignments
for 1ha benafit of creditors, or administration of estates of decedents, which invalve
1ax claims af the United States.

Note.—Includes cases handled at national and regianal levels.

Table 26.—~Office of Chief Counsel—Recelpt and dis-
posat of miscellaneous court cases, lien cases not in
court, noncourt general litigation cases, and appeat
cases

Miscel- Lein Noacourt
Total laneous. cases general Appeal
Status courl not in litigation { cases ¢
cases § court 2 3
m @ o) [CH [©]
Pending July } 1,514 319 84 929 122
Received . 6.859 623 2,094 4,006 136
Disposed of.. 6,449 574 2,058 374 3
Pending June 1,924 428 120 1191 185

1 [ncludes suits for foreclosure by merigagees or other secured crediors, end
suits to quiet title to which the United States is made a party.
2 Primarily applications for discharge of property fram tax liens.

1 Primarily memarandums on general litigation matters irom regional counsel

to district directors which are not related to court praceedings or lien cases.
+ Includes cases in Federal and State appellata courts relating to insolvency and
debtor proceedings, lien cases in court, and collection, summons, and injunction

cases.
Note.-—Includes cases handled at national and regional levels.

Table 28.—Costs incurred by the Internal Revenue Service

[In thousands of dollars]

Table 27.—Office of Chief Counsel—Caseload report

. Pending | Recsipts | Di
Activity futy 1 ’ isoosals ll’::glgg
m @ (£ @)
Total..... ... L] ruET? 31,820 28,988 27,709
Administraton._.. ...... .| 63 225 164 124
Alcohol, Tobaceo and Firearms .. 1,090 6,580 6,398 L2
B 305 1,9 1.858 A,
78% 4,606 4,540 85211
General Litigationt. .. .. . 5,620 13.064 11,810 6,874
. 360 459 345 474
5.218 12,600 11,457 6,361
Enforcement. ... e 2,208 L33 1,052 2,467
Ralional Office. e B n (1] 41 3
Field ___..... e 2,133 1,246 1Lon 2, 333
Interpratative Division ... __.. 258 679 577 360
Legislation and Regulations... . 24 145 124 a45
Refund Litigation Division.._... 3,381 1177 1,091 3,467
Tax Courl Litigation2. .. .. ... .| 11.835 8,637 nm 12,700
National Ofiice. __. .. ... 382
Telal Branch National Office. 204 la::g ‘zié 7
Fi - £ 11,249 18,294 17,558 11,985

"I“:c‘ﬁ:; erroneous refund sults ked by Ref
und suits workes {3 igati
:?;Ic‘l::’;:y l':!u‘:i:::s"?r‘ail\';c":::gltlom field :o Tvl::ldBLr.:::r:m:;:-ludmz transfers,
e o e B0 g nsiors,
there were 12 Trial Branch disposals and 8,291 fisld receipts, '

Internal revenue office, district, or region Total co;%':::ar;?;n Travel Equipment Other®
m @ (&) ) (&3]
A. mhmlxa[l ;)mcu and regional totals (including district director’s offices and service
cents
Total Interna) Reveaue Service ! 981, 065 848,363 28,571
’ 3 3 15,891 B8, 240
121, 460 , 340 2,072 8,104 42,9‘3
149, 601 139, 760 an 79; 5,871
118, 402 109,961 2,815 1,197 4,429
, 954 7,775 4,101 1,807 5,71
106, 316 3, 582 3,172 4,116
114,792 104, 842 4,032 974 4,94
2,017 2,995 3,179 S, 244
127,109 114,947 4,259 1,801 6,102
, 2,910 20 ... e )
, 814 1,374 1,160 49 232
Ugg g.gﬁ ZB; 4 259
1RS Data Center....... . 15,473 12,560 H n b
N mc‘:‘::t‘:: commissioner’s offices (excluding district directors’ affices and service -
3]
North-Atlantic s, 927 4,678 465
NorthAtlar 3 , 101
mﬂnﬁmm 5,249 3,626 524 !Gg ?I’ig
Southe: , 481 6, 862 957 104 1,558
pontral, , 458 4,239 72 42 705
Western , 708 12,28 614 16 o
('3‘. rl:;zxnl?al t@m wvndistributed
orth-Atiantic
Mid-Atlanti i I i
Southeas! 1826 e
“qntra| .. . 620 a1 184
idwest. ,913 858 92
B46 155 g
1,538 664 S8
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Tabie 28.—Costs incurred by the internal

|'n thousands af dollars)

Ser

Personnel .
Internal tevenuo office, district, of region Total compensation Travel Equipment Other *
W @ @) [0 )

0. District directors’ offices and segvice centers:

North 4,400 4,150 13 9 112
A 2,250 2,097 8¢ 13 60
e 16,525 15.729 31 30 457

18,071 17.280 24 61 485

11,152 10,508 2 54 353

1.134 1,054 3 0

8389 7.988 150 2 21

36,363 35.215 3 65 764

Manhatian. _ R S H o

:ommnuth 2,751 2,8 3 ]; 9 eg
v RSN OMMIUUNDISURMPUSINIOOR P PP I O 0 S -

Puerto Rico Branch (AT&F’ B - 167 1 o

North-Alantic Regional Traimng Center.... .. !

North-Atlantic Region—Centralized Trauung -

North-Alantic Service Center. . - 3

Sulnulk Service Center.._... -

Mid-Atlantic: “0

376

253

23\

“

M[d Aanhc Region—Centraiized Training o7

Mid-Atlantic Setvice Center. - -

Southeast: %

P 162

83

437

100

i

ishville. I

Southeast Regional Traning Center 4

Southeast Region—Centralizad Training. L1

Southeast Service Center_ 1
Memphis Service Center. ..

Central: 2

& 424
497
276
219
b
Central Regi H
Central Ragwn—Cen(uhud Trai L
Central Service Center. " ‘
: ; 1,800 7
24,975 425 337 606
6.001 219 28 i 3
1,77 5 5
701 2 n 302
4,039 ¥ V7 116
12,234 & 39 337
8. 566 2 47 203
6,543 2 32 lB:
132 |oeoeemiciaaa
23,53 284 1,843
2,616 12 18 118
13,839 37 55 5 g
1.412 8 -5
13,283 3 9%
5,349 1 3¢ 28
3,701 1 15 m
7,832 1 27 224
6, 560 2. 19 180
5538 B 2 1
26 |--o-oann e
Southwest Region—Centialized Training. 2 ;g? ....... It e 5 27
Southwest Service Center_......... - 3
e ; 1,221 4 ?%
1,935 1
1910 106 12 101
2,117 1n 53
31,39 7 53 1.239
4,182 1 24 I
9,274 It 17 1
&0 3,460 1 1% ]
3 Fanciy: 2203 5% b/ 1,034
S:: Fl:zz"“sm' ] 3 4? zg?
Western Regional Training Center. ?;g sl M !
Western Region—Centralized Training. sl n 2 138
Western Service Cemter...... - A o W2 Bt

fresno Setvice Center. .

1nciudes §5.3 mitlion financed from reimbursem:

ments.
2 Does no! include fransfer to General Services ‘Administration 1n the amount of $348,000 for rental of space,
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Table 29.—Obligations incurred by internal Revenue Service, by appropriation and activity

[in thousands ot dotlars)

Total Persannel compensation Other
. . and benefits
Apprapriation by activity " -
1870 197} 1970 1971 - 1970 1871
Total i i and reimbursable.. ... .. ... .. - 886, 159 981, 065 778,528 848, 362 107,631 l32 703

Obhgations aganst appropriation funds.

Salaries and expenses:
To

Executive direction. .
internal audit and security.

Revenus accounting and processing:
Tol

Data processing operations.
Statistical reporting... .
District manual aperation: e

Compliance:
Total. .

Audit of tax returns___ ... ...

Callection of delinguent accounts and’ secunng “delinguemt returns. .
Tax fraud and special investigaions_ __._ .. _

Alcohol, tobacco and frearms. __ . . .
Taxuayev conferences and anpeals
Technical rulings and services.
Legal services. ... ....

Reimbursable obligations, lotal

079,025 | w25 | masa | sweiz|  Moesea | m m

25,569 | 27,961 2wl a5 3,355 3428

1,131 11,508 9,808 | 10653 | 1325 | | 128

A% 16053 1z406) 13880 2030 217
as299 | 2w | wrey| ases]  wmaw

199, 953 27,655 | 167,236 136 053' B T

8,801 6. 726 8 1,358

389 8 nea 2,810 4

noxs| G| e | soow 78,791

357 wr| wews | ass| azm|T men

17,256 20,099

6,04 7174

7,660 13,798

173 1,907

1,016 1185

N 1/845 2,40

T Ter|T L

ate.~Amounts shown do not include transfer to GSA for rent of space amaunting 10 $1,427,000 in 1970; $948,000 in 1971 ; transfer to GSA for early Records Retirements

of 8!95 000 in 1970,

Table 30.—Quantity and cost statistics for printing

Fiscal year 1970

Fiscal year 1971

Quantity (thousands) Quantity (thousands)
Class of work Cost Cost
(thousand (thousand
ltems or Packages dollars) Items or Packages dollars
sets sols
o @ (&) @ [&] ®
1. Tax packages (1969):
Package A (Form 1040, schedules A, B, D ERT....... . 966,943 64,463
Package B (Form J040, schedules A, B.D, E,R, 1. C, £, and Form HSG) 280, 500 11,220
Partnesstp 1ax Package (Form 1065, schednla D.'and instructions). .. ... 6,155 1,231
v‘nmorauan Tax Package (Calendar yeas filers—Form 1120 and capital gains.
85). L 4,400 880 33 . - EEEPRN
Corporaunn Tax Package (Fiscal gear filers—Form 1120 schedule 0, instruc-
ons, Forms 1120 W, 3458, 4466, 4626, 7004). 15, 000 1,000 [} PR, A

. Tax nackages (1970):
e ] (Form 1040 and Instructions—24 pages).
Paekage 2 (Form 1080 schedules A & B, D, [ & R, and Instrctions—4d”

P k:xs 3 (Form mo schedules AEBC B EER F Form 4136 and |

Insteuctions —56 p.
Package lDGb(Form 1065‘ schedule D and Instruchions—20 pages)
Package 1120 (Form 1120, schedule D, Forms 1120-W, 3468, 4626 and

* Instructions for Farm 1120 and schedule D—32 pages). . .
. Employment tax package:
Pub 393 (Forms 7018, 941C, W-2, 941A, W-4-|

ment tax schedule). .
Tax returns and instructions for major mailing (o taxpayes- Jotal.

IV. Other tax returas, instructions, public-usa forms, and pampg lgts.
Adminisirative forms and pamphlets.
VI, Field printing..... .
VII. Excisa tax stamps..
Grand total_

FPub 213, and unemploy-

<

03t 2,

18880 ...

257, 000
157,500

158, 550
7,32

220,000

55(} 612
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Acts:
Alrport and Airways Revenue Act of
970, 22

Explosives Control Act, 67
Federal Alcohol Administration, 26
Federal Tort Claims, 51
Gun Control Act—1968, 26, 38
Organized Crime Control Act, 66
Tax Reform Act, 1969, 66, 67
ADP processing, 11-15
Advisory committees, 22, 75, 76, 77
Alcohol and tobacco tax:
Advertising, 28
P vai

and 28,29
Enforcement activity, 1734
Esteblishments:
Inspection of, 28
Qualified, 28
Industry circulars, 28
Labei circulars, 28
Operation Dry-Up, 27
Prosecution, 27
Publications, 28
Regulations, 7
Seizures and srrests, 27
Supervision on-premises, 28
Statistics on, 28
Appeals:
Appellate division, 23
Chart on, 24
Processing of, 24
Statistics on, 24, 122, 123
Appendix, 87
Assessments, additional (See Taxes)
Assistance;
Foreign tax, 46, 47
Legislative, 53, 54
On-site, 46, 47
Overseas, 46, 47
Taxpayers, 1~-6
Audit exempt organizations, 21

Bulletin, internal Revenue, 6
Business master file, 26

c

Charts:
Organization, 80
Chief Counsel, Office of
Analysis of cases flowing through,
50, 51
Cases Invol i |

Collections—Continued

Old-age and disability insurance, 13,

100

Other, 13

Railroad retirement, 13, 100

Tobacco taxes, 13, 103

Unemployment insurance, 13, 100

Witholding taxes, 13, 100
Commissioner:

Contest of suits, 123-125
Commissioners of Internal Revenue, 86
Competent authority activity, 44, 45
Conference:

Appeilate, 23

Procedures, 23, 24
Cooperation, Federal-tax, 61
Conventions, tax (See tax

Employment taxes:

g from
examinations, 19
Claims for refunds, 19
Collections, 13, 100
Refunds of, 14, 112
Returns:
Examined, 19
Filed, 14, 113
Enforcement activities:
Additional tax {rom, 33, 34
Alcohol and tobacco tax and firearms,
17-34
Appeats, 23, 24, 122, 123
Claims disallowed, 19
Delinquent accounts, 25
Deli returns, 25, 26

Coordination and cooperation with bu-
reaus and agencies, 61
Corporation income taxes:
Additional assessments, 21
Claims for refunds, 19
Collections, 13, 100
Refunds, 14, 112
Returns:
Examined, 19
Filed, 14, 113
Statistics on, 14, 113
Court(s):
Circuit courts of appeals, 94, 95
Of claims, 51, 55
Supreme, of the United States, 93
The Tax Court of the United States,
50, 52, 55
U.S. District, 50, 51
Criminal prosecution:
Analysis of cases, 27, 31
Cases, disposals of, 31
Results of, 31
“Supreme Court decisions in, 93
Current research program, 58, 59, 60

D
Data Processing activities, 11, 12, 13,
16

Delinquent accounts:
Disposals, 25
Other, 25
Statistics on, 25
Delinquent returns and delinquency in-
vestigations, 25, 26
Additional tax from, 25
Analysis of, 25, 26
Statistics on, 25, 26
Determination letters:

27, 31
Disposals of cases by, 50, 51, 52
Civil litigation, 52, 93, 94, 95
Claims (See specific item)
Collaction litigation legal services (See
General Litigation Legal Services)
Collections:
Alcohot taxes, 13, 101
Corporation income taxes, 13, 100
Disability and -old-age insurance, 13,
100

Employment taxes, 13, 100
Estate and gift taxes, 13, 101
Excise taxes, 13, 101-106
Individual-income taxes, 13, 100
Interest equalization, 109

pl benefit plans, 8
Exempt organizations, 8
Pension trust plans, B
Self-employed persons benefit plans, 8
Statistics on, B

Disability insurance taxes:
Collection, 13, 100
Refunds, 14, 112

Disallowed, claims, 19

Disciplinary actions, 74

Discriminant function, 18

E

Employment benefit plans, determination
letters on, 8

Examination program, 19
Mathematical verification, 16
Tax fraud investigations, 29
Workflow in Service and the courts, 33
Estate tax:
Additional assessments, 33, 34
Collections, 13, 101
Refunds of, 14, 112
Returns:
Examined, 19
Filed, 14, 113
Estimated tax, declarations of
Corporation, 13
Individual, 13

E

from, 33, 34
Examination program:
Ciaims for refund, 19
Classification and selection of returns,
18
Overassessments of tax, 19
Returns examined, number of, 19
Tax recommended, additional, 21
Excise taxes:
Additional assessments, 33, 34
Collections, 13, 101-106
Refunds of, 14, 112
Returns filed, 14, 113
Exempt organizations:
Determination letters on, 8
Master file, 21

F

Facilities management:
Forms and form letters, 70
Motor vehicte fieet, 70
Printing, statistics on, 127
Space, 70
Tax torms, new look, 70
Telecommunications, 69, 70
Federal firearms regulations, 26, 38,
Federal.State cooperation, 61
Agreements, 61
Audit coverage, 61
C -information 61
Training, 61
File: .
Exempt organization master file,
21, 26
tndividual master file, 26
Federal tax deposit system, 12
Financia! management:
Statistics on, 66
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Firearms program, 38, 39, 40
Crime control, 38, 39, 40
Foreign investors, 45
Foreign tax assistance program, 46, 47
Foraion tay officlals. assistance to. 46, 47
Forme:
Coxt of I'rinting, 127
New For ns, 88, 89
Forms and form letters, 70
Fraud investigations, tax, 29

Gasoline taxes:
Collections, 104
Refunds, 112
General Litigation Legat Services, 52
Gift taxes:
Additional assessments, 33, 34
Collections, 13, 101
Refunds of, 14, 112
Returns filed, 14, 113

Income tax(es):
Addltional, from enforcement, 33, 34
All yeturns, 14
Corporation, 14
Processing of protested cases, 23
Indictments, 27, 31
Individual income taxes:
Additional assessments, 33, 34
Appellate Division, processing of, 23
Collections, 13, 100
Mathematical verification of, 16
Refunds of, 14, 112
Returns:

Legistation:
Firearms, 26, 38

Magnetic tape, 16
Management activities, 65
Map of internal revenue regions and dis-
tricts, 81
Mathematical verification:
Addttional tax from, 16
Statistics on, 16
Models, tax, 62

o

Obligations Incurred, Internal Revenue
Service, 125, 126, 127

Officers, principal, Internal Revenue
Service, 82

Operation Dry-up, 27

Operating Financial Plan, 66

Organized Crime Drive, 35

Overassessments, 33, 34

4

Pension trust plans, 8

Personnel:
Equal employment program, 67
Handicapped, use of, 69
investigations, 71, 73
Recruitment, 67
Statistics on, 66

F g System,

58
Planning activities, 58

Classification -and ion of,
18 .

Filed, 14, 113
individua! master file, 26

g and
Inspection activities:
internal audit, 71
Internal Security, 72
Investigation, 71, 72, 73
Statistics on, 72,73, 74
Intelligence Division:
Statistics on, 31
Tax fraud investigation, 81
Inter-American Center of Tax Administra-
tors, 47
Internationat tax training, 46
Interpretative activities, 54

J

Foreign tax assistance, 46
Identity U.S, taxpayers, 42, 43
O

42,
43, 44

Strike forces, 35

Taxpayer assistance, 3,4, 5

Taxpayer compliance measurement, 60
Prosecution, 31, 32
Protested cases, statistics on, 24
Public information program, 3, 4, 5
Publications, taxpayers, 88, 89

Railroad retirement taxes, 13
Recruitment, 67
Refunds:
Excessive prepayments, 13, 14
Stetistics on, 14, 112
L 14

Joint Committee on (Internal
taxation, 20

L
Laboratories:
Testing, 28, 29

Legal activities, 49
Legisiative activities, 49
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Reguiations:

Alcohol and tobacco taxes, 7

Other, 7

Selected regulations published, 7, 8
Releases, news,
Requests:

Technicai Advice, 8

Revenue Rulings, analysis of, 7

Returns filed:
Clagsification and selection of, 18
Examination of, 19, 20. 21
Number examined, 19
Projection, 63
Stagstics on, 14, 113
Verification, 16

S

Seif-employed persons benefit plans, de-
terminations letters on, 8
Seminar, inter-American, 47
Service to taxpayers, 3, 4, 5
Statistics, highlights, 1
.Statistics of income reieases, 61
Supervision of the Alcohol end tobacco
industries, 28
Supreme Court Declsions:
Civil cases, 92
Other court actions, 94

T

Tax conventions, 44
Tax forms, 88, 89
Tax modets, 62
Taxes, Additional:
From delinquent returns secured, 25
From enforcement, 33, 34
From examination, 19, 20, 21
From mathematical verification, 16
Taxpayer assistance program, 3, 4, 5
Taxpayer compliance measurement pro-
gram, 60
Tax reform, 66, 67
Tax rulings:
Request for, 7
Statistics on, 7
Tobacco tax{es):
Arrests, 27
Collections, 13
Refunds of, 14
Results of Criminal action, 27
Returns filed, 14
Seizures, 27
Statistics on, 13, 14
Tort claims, 51
Training:
Foreign, 46, 47
Other, 67

U

Unemployment insurance taxes:
Collections, 13, 100
Refunds of, 14, 112
Returns filed, 14, 113

v

Verification, mathematical, resuits of, 16

w

Wines, taxes collected, 102
ing taxes, by 13, 100
Workflow in service and the Courts, 33
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