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

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

r

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

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

 Suinmary of internal revenue collections, fiscal years 1945 and 1946

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

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

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

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

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

82 06 1, 546

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

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

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

1646 as compared with the fiscal year 1945;

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

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

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

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

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




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

Additional assessments

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

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

(Thousands of dollars)

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

8

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

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

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

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

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

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

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

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

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

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

Number on pay roll as of |

Increase or

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

Branch of service

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

Aleohol Tax Unit-

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

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

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

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

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

P 3

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

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

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

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

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

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

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

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

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

“Section 3781 grants the Commissioner authority to promulgate regu-

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

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

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

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

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

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

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

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

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

. per year in the case of dealers. - .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Power Administrator in connection with construction work or the '

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

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

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

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

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

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

P

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

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

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

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

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

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

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

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

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

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

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

to extend such provisions to taxable years beginning after December

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

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

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

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

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

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

ommissioned officers (or commissioned warrant officers) of the

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

ostpones the increase in the taxes

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

- -II provides for nondiscriminatory excise tax treatment of articles

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

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

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

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

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

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

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

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

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

EMPLOYMENT TAX UNIT _

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

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

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

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

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

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

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

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

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

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

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

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

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

“in the offices of collectors of internal revenue.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Social Security Board continued to coordinate their decisions on ques-

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

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

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

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

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

ederal Security Agency.

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

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

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

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

] precedinﬁ fiscal year.
c

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

Act for contributions paid into unemployment funds under a

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

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

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

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

the amount which would have been allowable had such contributions -

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

reopened for audit by the Bureau.
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v

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

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

On hand | Received | Reopened Disposed | Og hand

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

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

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

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

Claims: - ) Number .

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

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

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

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

. —_—

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

Rejected_ .. _.. ORISR LRSS 2, 301

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

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

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

Certificates of overassessment and certificates of gllowance

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

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

- Credit_ oo e e 53, 110. 26

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

. ¥ - e —

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

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

. e Y

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

excess profits of corporations. The administration includes the prep-

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

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

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

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

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

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

& Cumtmdiﬂduﬂmdomiuooneeﬁnmmmmqmimhﬂmpmmmwﬁ'm .

.. of15431a, G Mavch 15, 1945;

- v

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

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

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

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

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

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

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

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

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

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

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

. -

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

number completed during the preceding year:

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

_ Fiscal year

Type of return -
1946 . 1946

. INCOME TAX

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

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

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

' ESTATE AND GIFT TAX . - .

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

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

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

Bl

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

)
4

REPORT OF COMMISSIONER OF INTERNAL REVENUE 23

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

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

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

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

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

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

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

last year.

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

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

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

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

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

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

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

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

suanes of stalutory notice. - 3.8 | 25 002 ;

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

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

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

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

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

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

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

, Form 991, filed by corporations claiming the benefits =

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

- and certificates of overnssessment issued during the years 1945 and

/1946 by the Income Tax Unit: , c o
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Number of certificates of overassessment i2sued and claims disposed of during the
‘ C fiscal years 1946 and 1946 « .

" Fiscsl year
- 1048 1946
A Bt o
cates of overassessment issued when no ¢laims had been filed..._...__. .
* Olaims allowed in full 67 i PALE .-« oo coememcmocmrans e ' gl i gf’ 850
- Total BOWAIES - - -« - < oaemmmmcmamann e e 121, 764 138, 175
Statgs of claimsl:,e
anding at beginning of year .. e v ——————— , 466
Filed during year (new eialmg) .. - ool ranmcmmmmannaan gg, 244 1?}2 gslg
"Total to be disposed F S S S 178, 710 206, 304
Alowed Infall or In parb . ..o emarnee i mmmvameenom e e 73,062 81, 660
T W S 10, 862 11, 530
Total disposed of. ... e mwAmmneamammgmmmmmnammmne 83, 724 93,189
Pending at end of year..___ S ELCTCTRRPIURERE S NI e T 04,986 113,115

There were also allowed 114,754 eollectors’ claims, of which 50,806
recommended abatements or credits and 63,948 recommended refunds,
These claims were largely multiple-item claims, i. e., claims in behalf
of a number of taxpayers, and involved 289,090 items for abatement
or credit and 63,948 items for ref@nd. : ) ;

There follows a table showing the amount involved in tax overassess-
ments scheduled during the years 1945 and 1946, including cases
settled by the collectors offices as well as the Income Tax Unit. -

Amounis of overassessment, by method of settlement, and inierest allowed on oll in-
come and excess profils lax cases closed during the fiscal years 1945 and 1946

Fiscal year

-~

1045 1946

Overassesiments settled by—
. Abatements:
; 3 $75,874,653 |  $765,030, [42
16, 641,032

68,173, 16 | 288.136, 233

‘ 813,552,735 | 2,909, 281, 718
TDOEBL oot eeeee e eomem e e mmmnmmmnmmnnannnnn] - 839,878,630 974,080,125 -
Interest. _....... U - "84, 595,370 % 64, 080, 151

Grand total. e e e oo 1,024,475,000 | 4,038, 169, 276

NoTmg.—The amount involvi ; !
Tentative amortization adjustments and carry-back adjustments.—The
Tax Adjustment Act of 1945 provides for tentative adjustment of
income and profits taxes for preceding taxable years where the tax-
aner has elected under section 124((gi
ave the amortizatlon deduction with respect to emergency facilities
respread over a period of less than 60 months. The act also provides
for tentative adjustments where earry-backs of unused excess profits
tax or net operating loss are involved. The tentative adjustmentsare
made within 90 days after receipt of application from the taxpayer,
subject to any further adjustment found necessary upon final audit,

), Internal Revenue Code, to
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As of June 30, 1946, taxpayers had submitted 5,864 applications
for tentative amortization adjustments, seeking net tax reductions of
$796,176,565. As of the same date adjustments had been completed
on 5,695 such applications with net tax reductions retauested in the
amount of $751,656,963. Of the 5,695 cases adjusted, 4,804 cases”
involving requests for $681,368,658 were allowed 1 full, the amount
of allowance totaling $709,908,139. Applications allowed in part
numbered 761 with tax reductions requested in the amount of
$67,447,773 and allowed in the amount o $58,082,238. Applications
disallowed numbered 130 with requested tax reduetions amounting

" to $2,840,532. - There temained on hand at the close of the year 169

applications involving requested tax reductions of $44,519 ,602.
pplications for tentative earry-back adjustments received during
the fiscal year 1946 numbered 2,691, with net tax reductions sought
in the amount of $218,256,638. Applications acted upon during the
ear numbered 1,717, with requested tax reduetion of $96,782,473.
this humber, 1,429 applications with requests for $88,756,393 in tax .
reductions were allowed in full, the net amount allowed being
$97,046,020. Partial allowance was made in 131 cases, with $3,083,407
allowed as compared with $5,563,797 requested. There were 157
applications requesting tax reduetions ‘aggregating $2,462,283 that
were disallowed. At the close of the year, applications on hand

aumbered 974 and involved net tax reductions of $121,474,165.
“Inventory of returns on hand in the field offices.—The total pumber
of open income afd excess profits tax returns on hand in the field
offices at the close of the year was 918,741, compared with 611,410
on Junec 30, 1945 (excluding in each year returns tentatively accepted
without investigation}. _Tﬁe net increase between the two dates was
307,331, or 50 per cent. Returns for 1943 and prior tax years on hand
as of June 30, 1946, numbered 406,544, as compared with 195,470
returns for 1942 and prior tax years on hand a year ago; thus the prior
year Teturns constituted 44 per cent of the total number on hand at -
the close of the ﬁsgal year 1946, as compared with 32 per cent for 1945.

Numbtr of income and excess profits taz returns on hand in the field offices for in-
Vestigation and in process of setilement, by taz years, as of June 80, 1945 and 1946

Number of income : Number of ineome
and excess profits ) snd axcess profits
tax returns oo hand . tax returns on hand
- Tax years as of June 30 Tax yea:s as of June 30
1045 1946 1846 1946
226 100 —nn 1,120 833
31 21 1,608 ‘241
46 20 2,108 1,537
48 26 3,738 2,817
64 21 17,449 12,419
88 29 51,372 38, 604
86 33 115, 586 68, 450
92 36 357,772 280, 960
10 91 57,761 | 450,128
196 58 407 62, 946
190 78 (| AP48 e 122
148 03 -
164 120 611, 410 918,741
196 164 T
332 264 ] ‘Total prior year retqrns. ... 195, 470 406, Hid
504 | 413 || Total current year refumns.....| 415 840 512, 197
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The income and excess profits tax returns on hand in the field offices

as of June 30, 1945 and 1946, are classified according to pending status

. in the table which follows:

" Number of income and ezcess profils t&x refurns o-u hand in _ﬂdd ofice 3 7
’ g offices jor investiga-
tion and in process of settlement, by pending status as of June -30?1 .94£ and 1 946‘?

Number of income and
. excess profits tax re-
Pending statos ?;:m:{s 33,11 hand a3 o
) 1945 | 1946
Beturns on which agents’ reports have not been : ‘ V :
AWBIEIG ClaSSHIOALIOn. .o emsm oo ?‘flft_ef'_ ________ : 11,887 42,768
In progess of verifieation . - 12 T TTTTTTTITI T 481,033 335
Inreview or typing. ... ... JCIUCIUIIIIITITTITUTTITTTOUTT Tadl e ket
Total . . B RUTCRTRT RIS 856, 463 - 852, 629
Retumgm on wmﬂ.h agants’ reports have bean completed: . EE
day fle ... . oo 1, 826 12,011
Awaiting action after protest or prellminary notice default 40,034 |
................... . 49,701
InO0day flle. oo eI ) 3,087 3, 500
_ Total. e B4, 047 6,112
Grand total- .ol e e m e e 611, 410 918, 141

Tncluded above under “returns on which 3

K . , agents’ reports have bee
completed”’ as of June 30, 1946, are 48,551 income’ a.xfd excess proﬁt.!;
- $8x returns involving adjustments not agreed to by the taxpayers,

‘as compared with 40,802 income and excess profits tax returns in such -

st»&}i):us at the close of l:he Brevjous' 2 S :
- Lenswon lrust work.—During the year, 1,548 applications for
approval of stock bonus, pension, profit-shari 4 ity T
Snder seotion 165(ay ot oy ) profit-sharing, and annuity plans
. received. Ru]mtis were isstied in 1,355 cases, leaving 193 on hand
A f the year and bringing to 9,554 the cumulative total
~.of such cases in which rulings have been issued. L
In order for a plan adopted on or after January 1, 1945, to qualify
for the benefits provided for by section 162(d}(2) of the Revenue

Act of 1042, as amended by Public Law No. 511, approved December

20, 1944, compliance with section 165(a) (3), (4), (5), and (8) of the
Godt;i dealing' with requirements as to coverage, oontribut(ioils, “and
bene ts, ‘and prohibi discrimination in favor of officers, stock-
. holders, highly paid an supervisory emploIslrees, had to be effected
- before the 15th day of the third month following the close of the
taxable year of the employer in which the plan%t put into effect.
Under another }ll)romlon of law, that date is also prescribed as the
date upon which he must file his tax return for such year, In each
- of the cases in which rulings were issued during the past year, the

- ruling was made.before the expiration of the prescribed time and th
~ taxpayer was afforded a basis for making .tl}x)nely treatment, of con. :

: tn:l[)];mat:ln;l 1}tl.o the plmc]; on h]]f tax return. :

'In on to such applications, 91 requests were received f
rulings as to whether the qualifieation of -approved plans lar;ld t.l(:;
status of exemtgt trusts would be adversely affected by reason of
investment of r '

- —

e Internal Revenue Cocie, as gmended, were - |

e trust funds in properties owned by the smployer, ' o

A

gL

.of all internal revenue taxes except the income and excess

" to employment.
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closed by rulings, leaving 11 on hand at the close of the year. = -
- MISCELLANEOUS TAX UNIT

The Miscellaneous Tax Unit is concerned with the administratgm
rohts
taxes, the taxes applicable to alcoholic beéverages, and those relating
etailed statements concerning the particular taxes
administered in each of the divisions of the Miscellaneous Tax Unit
are set forth in the paragraphs which follow: -
‘Collections of mscellaneous taxes for the fiscal year 1946 wers
$5,186,966,485, an increase of $537,148,312 over the collections for

the preceding year.

- Esrate Tax Division.—The Estate Tax Division administers the .
laws 1nrlpphca;ble_ to the estate tax and gift tax.

“Collections of estate tax for the year amounted to $629,600,607,

‘an incresse of $33,463,203 over the collections for the preceding year.

Collections of gift' tax amounted to $47,231,605, an increase of

. $314,022 over the collections for 1945.

Assessment and collection 6f proposed deficiencies in estate a.ﬁd
gift taxes aggregating $36,968,113, asserted in 271 cases, wera with-
eld pending the adjudication of appeals filed with The Tax Court of

the United

tates.

Returns.—~There were 19,704 estate tax returps and 23,554 gift

tax returns received during the year. Estate tax returns are referred

“to the internal revenue aﬁents in charge for invsstigation and deter-

mination of the tax, and later these returns receive a post-audit

" review in the Bureau at Washington. Field investigations in connec-

tion with gift tax returns are conducted only in designated cases, which
are likewise subjected to a post-audit review. All other gift tax
retugn;ls are audited in the Bureau in Washington without reference to
the field. ' ' = L

Number o} esiate ta;x and gift laz relurns on hand, receﬁ}ed,,—and audited during the.

Jfiscal years 19465 and 1948

Estatetax Gift tax
1945, 1048 146 | 1048
bn hand st beginning of year ___.________ . ___._______ 10, 889 12,794 10, 450 18,61(7_
Y A A RiA 10,704 | - 22,030 | 23,554
"Potal to be disposed of .. .._______________.___ . 28816 | 32,408 308 [ oo .
Disposed of .- . 16,022 { 15601 19, 751 21, 522
On hand st end of yesr ... vrmemnnreene | 12,704 16,897 13,647 | 3860

* Daring the year, 1,608 out of 1,695 gift tax cases. requiring post-andit review were disposéd of, leaving.

" on hand only 87 cases Fequiring similar disposition.

.As a result of field inirestigations and Bureau audits, assessments of

$81,320,115 were made in estate tax cases and $7,206,653 in gift tax
©_cases. : ' .

Claims.—There were 938 claims for refund of estate tax and gift

. $ax received during the year, as compared with 935 claims received -

'e@s'pecially.n his own stock and securities. Of such requests, 80 were

ST
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during the preceding year. Refunds of estate and. gift taxes, with

interest thereon, were allowed in the total amount of $9,449,790,
representing 1,733 cases. Included in this amount were refunds of

$4,172,077 authorized as & result of court decisions in 70 cases.

- Estate tax and gift tax claims received and disposéd of, fiscal year 1946

‘Estato tox clalms : _ Gif! tax clalms
Refund Abatement Hefund Abatement
N!:l;" Amount Nl??ri- Amount Nﬁ' Amouni Nblg_n- Amount
Clalms fifed: @ .
On hand Jnly }, 1045..) 508/$17,088,702,08| . .| _____.____.. 1381$2, 087,230.15f______| . .______..
Recelved___....__ ----[ 774} 8,183, 008.17 330/$7,125,760.93] 184] 750,625 77| 1i2 $1, 278, 728. 85
I_laopened ............ 33| 2,026,817.33)...._ | ..o . T 4 5500.820. . | ...
Total to be dispesed - . .
Ofina wmeem-o-| 1,315 29,197, 708.48!  330| 7,125, 760.53| 308 2,852, 465. 54| 114| 1,278, 728.85
Allowed.__ 5068( 4,768, 402. 55| 320( 7,082 442, 44 BO[ 1,085, 134. 71 111] 1,277,036. 74

cted ..., 216) 680667751 b 22830040 O 7AEBT.42 3 Leoddl
Total dlsposed of...| 722) 11,575,170.08] 325] 7,105 282.03| 120| 1,800, 482.13| 114 1, 278, 728.85

. Onhand Jone30, 1946.f 508 17,622, 538,42 5| . 478,000 147) 108,073, 41| . ____
Nodaimaﬂledm:)ver-” oz, T 2 ) '

asscssmentsallowed | 010 2,107,195.41) 187 6,684,249.00] 237 352 543.24 1 168, 57
Interest allowed. .. ... |-..-... 071, 778. 1 04,045, 76) .| ... .

Total allowed,’ In- : '
., clading nterest | 1, 416| 7,937,400.14 487)13,766,702.3¢| 17| 1,;13,328. 7| gl 127 a0 3

Court decisions.—Among the more important decisions affecting
estate and gift taxes are the following: ' :

The decision of the Supreme Court of the Umnited States, dated

December 10, 1945, in the estate tax case of Fernandez v. Wiener et al.
(326 U. S., 340), involved the application of the community property
provisions of the Internal Revenue Code,-as added by the %
Act of 1942, to the estate of a decessed husband, domiciled in Louisi-
- ana. The Court held that the estate tax imposed under such provi-
- sions, on-the termination of the marital community by the death of
the husband, is valid and infringes no constitutional provision, the
tax being measured by the value of the entire community property,
no part of which was shown to be attributable to compensation for
personal services of the wife or to her separate property.. The Court
held further that the entire proceeds of insurance policies on the dece-
dent’s life, the premiums on which were paid from community funds,
no part of which was.shown to be attributable to compensation for
personal services of the surviving spouse or to her separate property,
are includible in his gross estate. The death of the Insured, gince 1t
ended his control over the disposition of the proceeds and gave his
wife the personal enjoyment of them, may be constitutionally made
the occasion for the imposition of an indirect tax measured by the
‘proceeds themselves.

evenue -

' s . By
. ; ~
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‘The decision of the Supreme Court of the United States, dated

- December 10, 1945, in the estate tax case of United States v. Rompel

(326 U. 8., 367), is controlled by the decision in the companion case
of Fernandez v. Wiener et al., referred to above. The Court Leld that
the estate tax imposed under the community property provisions of
‘the Internal Revenue Code, ag added by the Revenue Act of 1942, on
the termination of the marital community by the death of the hus-
band, a domiciled resident of Texas, is valid and infringes no consti-
tutional provision,

The decision of the Supreme Court of the United States, dated
‘January 2, 1946, in the estate tax case of Commissioner v. Estate of
Harry Holmes (326 U. S., 480), involved the question of whether the
power of the grantor to terminate the trust was a power to “alter,
‘amend, or revoke” within the meaning of section 811(d)(2) of the
Internal Revenue Code. The Court answered this in the affirmative
and held that the power to terminate contingencies upon which the
{"iﬁll]t of enjoyment is staked, s0 as to make certain that a beneficiary

have it who may never come into it if the power is not exercised,
-affects not only the time of enjoyment but also the person or persons
who may enjoy the donation. .

The decision of the Supreme Court of the United States, dated
January 28, 1946, in the estate tax case of Allen v. Trust Co. of Géorgia
(326 U. 8., 830), related to the question of whether the relesse of a -
power by the grantor in 1937 was in contemplation of death. The
trustor had retained a power to amend certain spendthrift trusts
established in 1925. The Court decided the issue in favoy of the estate -
by aecepting the findings of the lower court, that the dominant motive
for the release was not contemplation of death, but to accomplish the

-original purpose of the trust. : :

Toracco anp CapPrTan Srock Tax Division.—Eftective December
16, 1945, a new division was created in the Miscellaneous Tax Unit,

styled as the Tobacco and Capital Stock Tax Division, which took
over the duties formerly performed by the Tobacco Division and the
Capital Stock Tax Division. The Tobacco and Capital Stock Tax

+ Division is concernied with the administration of the laws relating to

the taxes on the manufacture, sale, or removal of tobaceo; snuff,
cigars, cigarettes, cigarette papers and tubes, the purcbase and sale
of leaf tobacco, and the tax-free removal of tobacco products for
export, for the use of the United States, and. for use as sea stores.
This Division is also concerned with the administration of the laws
under which a tax was imposed on the capital stock of corporations
-cartying on or doing business during any part of the taxable year

L the
~ tax being measured by the declared value of the capital stock of

domestic corporations, and by the declared value of the capital em- -
ployed in the United States In the case of foreign corporations.
Section 201 of the Revenue Act of 1945 repealed the capital stock
-tax, effective with respect to the years ended after June 30, 1945. _
Tobaceo tazes.—The collections of tobacco taxes for the year
amounted to $1,165,519,283, an increase of $233,374,461, or approxi-

- mately 25 per cent, over collections from similar sources during the _

preceding year.
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" A comparison of the collections of lobacce baxes for the fiscal years 1045 and 1946,

m ar decrease (~)

. Amount Per cent

: —$111,640.28 | —46:2
1, 968, 242 71 20,03 16,2
3,018 008M8 | ~1,017, 22216 | —20.6.
13, 036, 768. 05 221 720
17,862, 041, 30 437,027.10 26
2, 754, 07,12 —263, 793,13 —8.7
2,933, 463.73 114, 22364 £1
41, 384,

. Phe tax on small cigarettes, not including floor stocks tax, amounted

-40.$1,072,708,838, an increase of $236,741,193, or 28.3 per cent, over
. oollections for the preceding year. During the year, 25,364,229,469

small cigarettes were withdrawn from factories without payment of

tax, as compared with 101,310,000,000 citin.rettes withdrawn during
the preceding year. These tax-free withdrawals were made pri-
mn.nf)'r for the use of the armed forces on land and on the high seas

-beyond the jurisdiction of the interngl revenue laws of the United -

States. Withdrawals for use as sea stores on vessels on the high seas
" 'may be delivered direct‘l_‘{'to vessels or to bonded tobacco sea stores
-warehouses at ports in the United States for subsequent delivery to
‘vessels. There were 36 such warehouses in operation at the end of
the year. ‘ o
. The tax on large cigars, not including floor stocks tax, ameunted
to-$41,384,278, an increase of $4,790,787, or 13.1 per cent, compared
with the preceding year. = : S :
During the year, 39 floor stocks iax returns were filed under the
provisions of section 605(c) of the Revenue Act of 1942, while 12
claims, aggregating $278, were filed for refund of floor stocks taxes on
large cigars and large and small cigarettes.” .

~

84,179, 72 69,924, - =14 25488 | ~16.9
886,271.16 | 1TLE64G | 200670 | —7h3
538, 657, 645, 11 | 1,073, 798, 828, 236,741,198, 74 3.3
49,57, 476.19 | 41,961,384.70 | -7,013,11L. 49 ~15,4
7, 740, 670. 67 73R 880.19 | - 368 280.88 | - —43 .
57,815,462 | - 49,303, 955.80 | -7,08L,802.37 | —1a.p
004. 50 21480 —639. 99 —78.3
1, 309, 790. 45 1,785, 465, 29 661 84 2,2
20, 461. 16 1,440, 62 —19,020.54 | 98,0
8,071 63 1,628 88 —L4277 | 470
460178 | 1,272 40 —3,30.36 | —72.7
982, 144, 822,32 | 1, 155, 619, 265.14 | 22, 374, 460,582 0

: - found in tables which appear in the

‘ luggage, atc.
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Rumbaf of claims for the refimd amﬁ abatemént of tobacco tazes, for the redemplion of

tobaeco slamps, ehd for drawback, received and dz'a_lpoa'ad of during fiscal year 1946 -

" Abatement

Refund Redemption Drawback -

. Nb“&“' Amount Nﬁ‘ Amonnt Nl‘)’el:" Amount 'Nb“erm' Amount
Onhand July1,1945.0 8 | $50,066.66 | 293 | ss1r,856.087 70| $207,065.08 | . _ N
Recetved...—..._.... 57| " 5,885.37 | 1,067 | 6, 540,881.85 | 267 | 1,447, 246.80. 33 |"$i79, 500, 70
Allowed .7 8| 1482025 | 2205 | 9,728, 855.18 1,083,281.62 |. 27 | 171, 168, 70
_____________ 4| eoe0u6s | 11| 2415462 8 879,82 |- { ..

On hand June 30, . .
| 10,7873 ] 39| 2235404 1] 8050.00

146 . ... - 4 4l1. 05

Iy addition, interest in the amount of $18.84 was allowed. The surm of $9,726,355.18, representing claims

allowed for the redemption of stamps, includes the following: Btamps which wers rendered useless,

$1,751,057.66; stamps for which the owner he had no further dss, $214,785.31; and the value of stampa

%«;& ultfz]lnckages of tobacco products withdrawn from the market by the manufacturer or importer,
» ta '+ &L . .

Detailed stafistics covering the manufacture and removal of manus

~ factured tobscco; snuff, cigars, and cigarettes, the receipt and shipment

of leaf tobacco, and the removal of cfa.rette papers and tubes, will be
ppendix. -

- Capital stock tax.—Collections of capital stock tax during the year

amounted to $352,120,833, compared with $371,899,131 for the

preceding year,

Domestic and foreign corporations filed a total of 487,363 returns,

" of which 18,101 were submitted by corporations organized since

June 30, 1944. There were 32,439 delinquent returns filed for the -
years 1933 to 1944, inclusive.- - .-

" As a result of the review and audit of returns, 5,402 assessménts

were made, involving tax, penalty, and interest in the amount of

' $226,439. - .
Number of capital stock lax claims received and disposed of during the fiscal year 1948
Refrmd Abatement Uncollectible Total - _
Nl;'el:l- Amount Nb";.'f' Amount Nl;lerm- Amount” Nﬂ.e?_ Amount

256 | 9605,14200 | 60 | $61,507.60 | 31 |82,508.54 | 396 | sse0, 168,13

008 |2,006,625.67 | 25| -09)800.37 | 12| 30,542 57 | 1,383 [, 066, 777, 61

18 [ see0gg | -2 311,69 |, o 15 | 55 05265

834 |2, 731, 241. 27 203 | 31,9877 172 | 31,870.50 | 1,200 [2, 704, 540, 54

Relocted. 207 | 162, 440.98 321 55,819.80 | ..... 1, 120,77 230 | 219,381:39
On hand June 80, 1046 | 264 T4, T20. 43 81| 1837L19 11 850.84 236 | B808,057.46 \

‘During the year, a total of $16,349, including interest of $3,283;
was refunded aa the result of court decisions. ,
Sares Tax DivisioN.—The Sales Tax Division is concerned with
the administration of the various manufacturers’ excise taxes and the
retail dealers’ excise taxes on jewelry, furs, toilet preparations, and

Y —
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Colloctions with respect to the taxes administered An the Sales T'ax
- Division are shown in the following table: _ :

Collections d.uring the fiscal years 1946 and 1948

Incredse or
Boures 1945 1948 decrease (~)
$92,205,068. 19 | $74,601, 712. 78 | —$18, 263, 345. 41
9, 352, 800, 69 10, 247, 109, 17 804, 308, 48
405, 563, 011. 26 405, 684, 550, 72 131, 538,47
87, 003, 855, 93 40, 112, 412,75 2, 108 758, 82
78, 257, 208, 34 118, 091, 655,38 42,834, 452, 04
228,220, 38 125, 435, 34 =102, 704. 01
2,015, 452.08 8, 902,182. 80 1, 388, 740. 71
927,123, 60 2,839, 145,85 1,911,922, 18
6,312, 12 15, 304. 23 8, 002, 11
12, 080, 107. 08 25, 482, (7160 13,431, 964, 84
54, 783. 06 56, 289, 82 . 1, 506, 78
- 10, 119, 968. 50 15, 791, 018,49 8,671, 849. 00
‘Washing machines. ... ... 4, 245, 57 700. 85 —3,544.72
Optieal equipment and photographle apps-

- - 10, 361, 140. 62 21,201,052, 23 1. 840, 811, 6]
Electrio light bulbs and tubes.. - 11, 036, 319. 69 17, T8, 746. 78 6, 745, 427. 10
Agtotaghile trueks_____ [ 20, 847, 485. 33 37,149, 63L. 19 16, 206, 145, 86
Other automoiles and motoreycles 2, 558,201 08 25, 892, 585, 28 23, 334, 384. 30
Parts and accessories for automobilea.... .___. 48, 439, 742,82 68, 870, 608, 01 19, 430, 765. 19
Radlo sets, phonographs, components, eto_..... 4,753,418, 34 13,385, 132. 31 8,631, 713,97
Re tors, air-conditioners, ete___ 1,637,263. 71 9,220,412, 31 7, 592, 148. 80

4,247, 751 87 7,877, 504. 71 3,029,752, 84

3,132,402, 04 6,232,464, 71 2, 100, 062, 67

4,044, 77 61, 282,38 b6, 297. 58

134, 827,89 t 25, 280.00 -8, 547,69

782,510,880.79 | 922, 570, 740.98 140, 160, 101. 28.

184, 219, 868.93 223,341, 39, 122, 117. 55

78,418, 428.87 (81,708, 170. 55 13,287, 741. 68

86, 615, 168, 00 95, 574, 485, 34 8, 969, 287, 34

T3, B51, 428,78 81, 423, 426. 7,571,997:73

Total________ ettt crmr e amCa e oo m,y..’mas 492, 046, 068. 83 67,941, 144.30
Grand total.. e e 1,206, 615, 564,23 | 1,414, 716, 509, 81 208, 101, 245, 58

1 Inciudes taxes of $19,819,78 on toilet preparations, $9,718.62 on jewelry, $5,061.95 on furs, and $220.19 on
togthpastes and toilet soa) :

Includes taxes of 314,&.78 on furs, $10,257.62 on tollet proparations, $356.30 on jewelry, and $1.40 on

toothpastea and toilet soaps.

Assesgments—A total of $3,747,423,350, representing 6,017,412
items, was assessedwon 2,542 miscellaneous tax assessment lists, which
included original and additional assessments of all miscellaneous in-
ternal revenue taxes.! Included in the lists were 65,304 additional
assessments, resulting from office audite and field investigations
representing taxes of $109,232,894. The interest assessed and paid
amounted to $12,562,198. ' o

« Field reports and returns.——At the begiﬁning of the year there were

en hand 114 field reparts, in connection with wvarious sales taxes,
covering additienal taxes in the amount of $1,655,721. During the
year, 2,117 field reports were received, representing $6,500,601 in
additional taxes, and 2,158 were examined and closed, representing
taxes amounting to $7,482,123. On June 30, 1946, there were 73

reports in the amount af $674,199 awating additional evidence.: In -

addition to the foregoing, 5,888,260 sales and miscellaneous tax returns

1 Ag o miatter of administrative OOnVenlanee; the Sales Tax Divizsion completes assessmants, schedules
claims and certificates of overassessment, and passes on offers in oum;j))riomisa for the Estate Tax Division,
the Tohacco snd Capital Stock Tax Divislon, snd the Miscellaneous Division,

4
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in the amount of $2,665,285,244 were received and examined during
the fiscal year, '

Claime —The number of claims received and disposed of by the
Sales T'ax Division during the fiscal year ended June 30, 1946, is shown
in the following table: -

Number. of claims received and disposed of By the Sales Tax Division during the
Jiscal year 1948 .

Refund Abatement Uncollectible Total

Claims
Num- Num- Num- Num-
- ber Amount her Amount ber Amount ber Amount
" Bales taxes:
On hand July 1, .
1945, $1, 885, (45, 30 428 1$1,456,438.83 | oo 850 1$3, 321,482, 13
1,177 | 1,175,613.16 91 176,416, 68 | 2,460 | 6,727,365, 30
13 313,147. 93 | _[aacmooeeo 41 474, 062, 01
842 1 1,180, 100. 77 86 [ 73,554.85 | 1,768 | 2,076, 025.95
48 865,828. 42 §_ _____ |- 276 | 2,131,420, 34
727 880, 373.73 5| 2,851.83 | 1,408 | 6,315,493. 156

In connection with the claims in the foregoing table, interest was

| ‘allowed in the amount of $61,560, compared with $169,736 allowed

during the preceding year. :
Oredit cases.—At the beginning of the year there were on hand

. 5,766 sales tax credit cases involving $2,124,943. During the fiscal

ear 22,710 cases involving $27,228,018 were received and 22,697 cases
mvolving $19,168,465 were disposed of. Of this number, 20,416 cases
involving $18,949,614 were allowed, while 2,281 cases in the amount
of $218,851 were rejected. - At the close of the fiscal year there were
on hand 5,779 sales tax credit cases involvinﬁ $10,184,496.
Offers in compromise.—On July 1, 1945, there were on hand 5,725 |

.. offers-in compromise aggregating $559,905, which had been submitted

in settlement of civil and erimmal kliabilities incurred.in connection
with various excise and miscellanecus taxes. There were 63,689 offers
aggregating $789,015 received, 63,151 offers aggregating $624,501
were accepted, 316 offers in the amount of $81,114 were rejected, and
87 offers amounting to $7,188 were withdrawn during the fiscal year.
On June 30, 1946, there were on hand 53860 offers amounting to
$636,117 under consideration or awaiting additional evidence. .

Mscellaneous taz special squads.—The small group of internal

' revenue agents assigned to duty under the direction of the Miscel-

laneous Tax Unit, which operates chiefly as a mobile organization
investigating various delinquent taxes, continued to obtain excellent
results. DPuring the year these field officers reported a total of 2,427
cases, involving $7,601,580 in additional taxes, penalties, and interest.”
- MiscELLaNgous Division.—The Miscellaneous Division is con-
cerned with the administration of the taxes on admissions, dues, tele-
phone, telegraph and cable facilities, safe deposit boxes, transportation
of oil by pipe line, transportation of persons and property, tbe use of
motor vehicles and boats, the processing of coconut and other vege-
table oils, manufactured sugar, bituminous coal, silver, hydraulie
mining; the special taxes on the maintenance of coin-operated-amuse-
ment and gaming devices for use, and on the operaticn of bowling
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- - -Oleomargarine; edulierated, - process or- renovaied butter; and filled
chéese.—AL the beginning of the year there were 43 manufacturers of -
‘oleomargarine engaged in business, 34 of which produced colored oleo-
margarine. At the close of the year there were 43 manufacturers of
oleomargerine engaged in business, 33 of which produced colored oleo-
margarine, In addition to the manufacturers listed, there were others
who incurred liability to tax as manufacturers for coloring and sellin
the product. Manufacturers produced 66,410,333 pounds of colore
oleomargarine and 484,792,191 pounds of unéolored oleomargarine,

alleys and billiard and peol tables; documentary stamp tazes; the .. -
- taxes on oleomargarine, etc., narcotics, marihuana; the administration >
- of the National Firearms Act and the Federal Firearms Act; and the
adjustment of claims for refund of taxes paid under the Agricultural
Adjustment Act and related legislation., ' - T
_The collections of the taxes administered in the Miscellaneous'
Division are shown in the following table:

Collections during the fiscal years 1945 and 1946

- compared with 72,686,114 pounds of colored oleoma:ﬁa.rine and
Bource . - 1045 " s Incrense or 540,313,364 pounds of uncolored oleomargarine during the previous
- - decrease () - year. 'There were 24,464 returns filed during the year by manufac--
- Doeymentary samps: Wmm;m , l tux(-;ar? an&l gholesa.le dealers tﬁ d;)ieomnr%harine. " ) £ ax ol
ondeo : o[ 833,157, 18483 | 47,202, 51111 | . 814, 285,376, 58 olored oleomargarine withdrawn without the payment of tax for
_ %ﬁ.‘%‘:‘i&&i’fﬁﬁ?ﬂ?ﬁ:::z:::::z::: Hdrmmos| umewes| oo export amounted to 8,221,755 pounds. There were withdrawn, tax-
Siver buillon, sales or transfers. __....__...... ,047.28 148, €90, 01 128, 561. 72 free, for the use of the United States, 41,895,774 pounds of colored -
Ol et cmaaneeeee|  OG,Z0,514.05 | 7,076,800.17| 2,148, 881.67 oleomargarine. ' - . ' . :
 imonis| Lememwm| —mmeme f.Se\iren manufacturers te(:if ai)dutltt:rated_ btuttﬁr gnd five tl?axfliufafturers
SE0.00.12 Ry =3 8. " of process or renova utter registered during the fiscal year.
LR oA | . Las e pe 373 S Adulterated butter produced amounted to 12,581,402 pounds, com-
T eeeenannnns | BEmeraoa | 4,902 167.11 o708 pared with 68,605,669 pounds for the preceding year. Process or
mmmmmmmmmm : ) .57 ~aoe ey renovated butter produced amounted to 1,751,116 pounds, compared
- e - &, 456, 19 £ 870,78 578544 .with-3,173,629 pounds for the preceding year. : .
B oo omomo CPTTTRY &R T X A T o2~ R ‘Three manufacturers of filled cheese registered during the fiscal
R - e - o “year. Filled cheese produced amounted to 4,026,677 pounds, com--
o ' ot el Ll pared with 5,479,830 pounds produced during the preceding year. -
: . o, 3 ¥ 3 . .
T, wicphons, bl sad il s, | | Vo0 WRELE ) i - Pirearma, under the National Firearms Act and the Federal Pirearms -
L v, ehe. (g and e ' iy ' —1he collections of taxes during the year under the Natlona
Looalteephine servic: ... lepone) o S| upsmae | mieErls Firearms Act, includjnlg1 spocial taxes amounted to $5.573.
S OO AR o om oo T R i ST 166,88 | 85,7163 The total number of licenses issued during the current year to manu-
- Totak. e el eaeean. 00, 164,025.25 | 402,T02,408.84 | 27, 577, 865,69 gict%re&-s :.lmll'f‘ dealers i\ firearms, in accordance with the provisions of
ASBIONS . .. eio e ocecaeamenee e i | 300,558, 575.00 | 343, 100,968, 42 42,803, 002, 43 ‘ _the Federal Firearms Act, was 19,888.
B R —— 15 1 L B A A s s A ~ “Bituminous coal—The tazes imposed with respect to the sale or
B T TG TO AT | B 1070800 | 0301, other disposal of bituminous coal by the producer expired by limitation - -
Narcotios. . i ohonee —— . of law on August 23, 1943. The collections of taxes amounted to
Merhosna LTI Bl “eeser| 0 —nbea ~ $34,261, compared with $35,409 for the preceding year. .
B I 756, 018,09 o) ——eyryY -Silver —Section 1805 of the Internal Revenue Code imposes & tax .
' Cooonist olls, ote.. procemed. .. T - _ equal to 50 per cent of the net profit realized on the transfer of an in-
Natlonal Firearma Aeto v .- rrimr| + 10 090, 09 “mal | Twma. terest in silver bullion, subjéct to certain exemptions and abatements
Total......._. e AL EB.5E | 645, 05056 e “to registered dealers and producers. The collections of silver. tax
¥ dcanlle mining. ... ' = s : ‘ . amounted to $148,599, compared with $25,037 for the preceding year,
Bitnminons conl -0 N B LTI I I M I ¥ T+ Field and special 'gguad reports.—There were 123 reports covering
e : %0800 | s prEryT additional taxes m the amount of $1,648,700 on hand July 1, 1945.
YT YTy - There were received during the year 5,189 reports, in the amount of
336, 448,88 TR X b . $5,531,618; 5,192 reports amounting to $5,859,186 were examined and
T ablnsna | PO | o rou closed, leaving 120 reports, amounting to $1,321,132, remaining for -
I Bhnen | B s adjustment at the close of the year. ~
3 T S 50T, 566,608, 36 | 584, 115,911, 71 | - ~-23, 450, 601, 86 ' 3 :
OB s rasipie - | IR e TLem s 0 mLan0 .
COmndtetal o] 1,496,008, 578,78 | 1577, 779,956,638 | 81,773, 67787

i
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Miscellaneous claims.—The claims involving miscellaneous taxes

received and disposed of during the-fiscal year ended June 30, 1946
are shown in the following ta,bleg: d © 30,1946,

Number of claims received and disposed of by the Mﬁceﬂanmé Division during #Ju,: ‘

fiseal year 1946

Refund Abatemsnt | Redemption | Uncolloctible
Clnims .
um- - | o
ber | Amount I\L‘g‘" Amonnt Nl;]e'? Amount Ntl‘le’i_n Amount
Mk%é“n o 045
1t han v 1, ...| 917 | $567, 530. 27
- Recelved, 2,454 | 78571108 f(]ig’ %19'%
Racpened... 2| o oanea
%%’%ﬁ}u;em 19461, 251 gsg.%ﬁg mg: 1233
o e | an| fs
nhend July 1, 1945, | 341 |  80,708.58
Recelved g 1 mé,'g% 3 33: . g
Allowed, o4,773.12 | bav | o1, D42 33 |6,457 | 474 575,00 | 303 7| "30, 380, 1k
[ e | hE
Nargotle: nd Jul 0ss... " o
n July1,1946._.] 26 53. 65 )
Recelved o168 318.51 . 7.5.', %’. ‘7:3
________ PRI IR S I 20. 11 amd
Allowed... 148 300.76 | 12 17.75 1 87 |70 |70, A 28
‘é‘;"’z;.‘i.".?‘éymm M ﬁgm ..................... 6 & 33424. 'gg 70 mmzs
Mﬁ&“ﬁiﬁm 50, 1645 __ .20 | 22| g o] F i3
1,145 1 .
Ou hand Jaly 140.00 | 3| 1,580.00 |ouesi|oooeene 2,395. 02

81

24, 667. 58
398 110, 547,347. 29
B 20.87 |.
Allowed..oooeunne 380 539,251.88
Rejected. 7| 9,301,574.30 |.
Sn hand Fune 30, 1946...] 98 791, 099. 36
On hand July 1, 1945_. (11,377 734, 112.37
Received. ... ..cooounn 4, 581 |11, 541, 602. 53
8,809 | 1,200 500, 08
e [Bs , 201,558 69
Re) 303 | 9,628,523,07

ected. ... ...
OnhandJune\ao,lm-_l,TM 1,472, 245,80

t Reviged,

Credif cases—There were 467 credit cases, involving $565,955, on

hand July 1, 1945; 4,983 cases, involving taxes of $11,095,497, were
received during the year. A total of 5,160 cases, involving$11,458,972,
was disposed of. At the close of the year, 200 cases, involving
$202,480, remained for adjustment. :

-alcohol; the

" and the Federal Alcoho

: ’ \
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: Old?:fﬁs,‘ processing fages.—The claims for refund of processing taxes
imposed under the Agricultural Adljustment Act, received and disposed
of, are shown in the following table: '

" Claims for refund or payment with respect to processing tozes received and disposed of

during the fiscal year 1946

Revenue Act of 1936 Grand total

Hection 602 Title VII

Number | Amount
Number | Amount | Number | Amount

On lllalld July 1, 145,

2| §11, 192 56 27| $11, 192 56
2| 12,700.00 2| 12)700.00
) 4| 2380256 4| 25,8025
Allowed.. ... - 2| 12,700.00 2| 13,700.00 ,
i 2| 11,102 5 21 1,102.5

Rejected
On hand July 1, 1046

ALCOHOL TAX UNIT.

General “functions.—The Alcohol Tax Unit is charged with the
administration of the laws relating to the production, warehousing,
tax-payment, rectification, packaging, and distribution of distilled
gpirits, wines, and fermented maﬁzl iquors; the production, ware-
housing, tax—gayment, denaturation, and distribution of industrial

etermination, assertion, and assessment of taxes and
penalties on such liquors; the investigation of returns covering occu-
pational and commodity taxes; the regulation of the manufacture and
use of liquor bottles; the chemical analysis of liquors and other -

" products to determine their taxable statue and proper labeling; the

administration of the provisiors of the Federal Alcohol Administration
Act relating to the regulation of interstate and foreign commerce in
distilled spirits, wines, and fermented malt liquors, and the labeli
and advertising thereof; and with the investigation, detection, an
})revention of willful and fraudulent violations of the internal revenue
aws relating thereto, = -

The functions of the Unit are classified as permissive, enforcement,
and basic permit and trade practice. In additiop to the headquarters
office, there are 15 field districts. The supervisors of such districts

- administer, within their respective districts, internal revenue laws

and regulations ,r‘ela.tin% 1{0 alcoholic liq}lklors and denatured alcohol
dmiinistration Act. ' -

PERMISSIVE ACTIVITIES

Plants and permittees.—On June 30, 1946, there were authorized
to operate a total of 2,456 registered and fruit distilleries, internal
revenue bonded warehouses, industrial alcohol plants and warehouses,
denaturing plants, rectifying plants, tax-paid bottling houses, wineries,
and breweries, as compared with 2,517 as of June 30, 1945. This
represents a decrease of 61 establishments. As of June 30, 1946,
there were 425,618 wholesale and retail dealers, as compared with’
/383,712 a year ago, representing an increase of 41,906 dealers, or 1C.9,
per cent. ) RATS, O AT

720047—4T—4
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The total number, of plants and permittees of all classes, as of '.

June 30,1946, was 444,663, as compared with 400,717 a year 820,

*  representing an increase of 43,946, or 11.0 per cent. - The table show-

ing the number for each class, as of June 30, 1946, is included in the

Appendix.

" 1946 are-compared with such. collections during the preceding year 7

7497 402 tax ga
- 277 tax gallons of rum. Fruit distilleries produced 34,416,385 tax -

Collections.—For the second comsscittive year, over two billion

dollars were collected in Federal liquor taxes on domestic and imported

liquors, representing receipts from excise taxes, rectification tax,
floor stocks taxes, special or- occupational taxes, and bottle or con-
- tainer stamps. The total collections of $2,526,164,686, compared
with $2,309,865,790 in 1945, represent an increase of $216,298,896, or

9.4 1})ler cent. ] . A )
The total excise tax collections on domestic distilled spirits for -

" 1946 amounted to $1,603,499 559, as compared with $1,284,614,947

- for 1945, an increase of $318,884,612, or 24.8 per cent. Total excise

- taxes on imported distilled spirits for 1946 amounted to $143,080,486,

compared with $199,690,667 for 1945, a decresse of $56,610,181, or
28.3 per cent, :

Collections from all domestic and imported liquor taxes during
in the following table:

Increags

Fiscal year 1946 | Fiscsl year 1045
: - Amount

1,810,859, 518 | $1,017,262,319 {  $103, 507,199 |
653, 040, 192 042, 801, 764 1,347,428 |
-61, 355, 978 49, 801,707 |- 11, 554, 269

2,626,104, 656 | 2,309, 886,790

216, 295, 896

. Collections on distilled girit,s alone in the fiscal year 1946 again
exceeded & billion dollars and represented an increase of approximately

.+ 200 millions over collectionp for 1945.. Such collsctions amounted to
“. . 7TL7 per cent of the total liquor tax collections in 1946, compared with

70.0 per cent in the fiscal year 1945. :

Production of beverage distilled spirits.—The production of distilled

spirite (includmg alcohol) for beverage ptirposes was authorized at
registered distilleries and industrial alcoholl) lants for the entire month
of July 1945. During August, registered gi
to operate 6 days and industrial alcohol plants 3 days. Both types of
plants were authorized to operate 6 days in September, 7% days each
mn October and November, 10 days ea.c{ in December 1945 and Janu-
1946, 7% days in February, 5 days each in March and April, and
3 days each in May and June, 1946. e total beverage production by
registered distilleries during the fiscal year of whisky, gin, rum, and tugﬁ
proof spirits amounted to 239,180,318 proof gallons. ]
was the highest since 1937 (246,485,109 proof gallons). During the
fiscal year, registered distilleries produced 147,464,516 tax gallons of
hisky, which was the highest quantity since 1937 (223,457,850 tax
gallons); 83,112,123 tax gallons of spirits for beverage purposes;
Hons of gin, the highest quantity of record; and 1,106,-

Par eent

120 .
L7
n.2
v

gallons.  Such production -

stilleries were authorized "

-

- by industrial alco

gallons of brandy (including spirits), which is the highest production
of al -

of record. The %uantity cohol produced for beverage purposes
ol plants is not available. '

‘ Tax(-ﬁmid withdra of distilled spirits.—Total tax-paid withdrawals

of all distilled spirits amounted to 178,131,350 tax gallons during tha

fiscal year 1946, the highest quantity of record. R

Consumption of distiled spirits.—The distilled spirits bottled during

- the year amounted to 203,566,700 wine gallons. This is tha highest

consumption figure of record. The total rectified products bottled
amountad to 174,267,003 wine gallons, rapresenting an increase of 25.9
per cent over the quantity bottled during the previous year (138,
350,894 wine gallons). The rectified whisky bottled during the year
contained only 36.7 per cent of whisky, as compared with 40.2 per
cent for 1945, and 55.5 per cent for 1944. ‘
Stocks of distilled spirits.—The total stocks of whisky, brandy, rum,

- gin, and ‘sipirits (beverage and industrial) on hand as of June 30, 1946,

amounted to 420,262,363 original tax gallons, compared with 338,172,-
677 original tax gallons at the close of 1945, or an increase of 24.3
per cent. The stocks of whisky inéreased from 307,687,545 original
tax gallons as of June 30, 1945, to 374,072,055 original tax gallons as

 of June 30, 1946, or 21.6 pe: cent.

Fermented malt liguors.—Production of fermented malt liquors
reached 84,977,700 barrels, or-2.0 per cent less than the preceding year
(86,604,080 barrels). Tax-paid withdrawals of 81,286,821 barrels were

- 2:1 per cent higher than the preceding year (79,590,598 barrels).
- Fermented malt liquors withdrawn by pipe hine for bottling represented

65.6 per cent of the total tax-paid withdrawals, as compared with 63.3
per-cent in the {)receding year.  'Tax-free withdrawals for export weré
2,017,147 barrels, a decrease of 1,695,427 barrels,.as compared with
1945 ‘ :

W:ines.——duction of still wines amounted to '379,935,981 wine

. gallons, the highest production of record, and 20.6 per cent above .

the preceding year (314,983,155). Tax-paid withdrawals of still-wines
amounted to 107,964,670 wine gallons, or 21.6 per cent more than in
the preceding year (88,791,749 wine gallons). - Tax-paid withdrawals
of domestic sparkling wines amounted to 35,720,721 half-pint units,

_ the highest withdrawals of record, an increase of 41.4 per cent over
- the preceding year (25,269,307 half-pint units). Tax-paid with-

drawals of vermouth produced at wineries amounted to 2,619,309

. wine gallons, a decrease of 11.5 per cent from the preceding year

(2,960,707 wine gallons). Production of distilling materials at wineries

*  amounted to 260,240,202 wine gallons, the highest production of
-record, as compared with 206,728,619 for t,heTgr_ior fiscal year. S
d e total ethyl alcohol .

Production of ethyl alcohol and spirits.—
production for industrial and beverage (ﬁurposes for the year amounted
to. 358,524,348 proof gallons, In addition, there were produced at

: registered distilleries for industrial and beverage purposes 88,520,561 . -
proof gallons of spirits, and 27,365,710 proof gaflons of unfinished - -

spirits for redistillation. The net production of industrial alecohol

- and spirits for industrial and beverage purposes, détermined by“addinﬁ -
~ the production of ethyl "alcohol, spirits, and unfinished spirits an

deducting the quantity of unfinished spirits used in redistillation, .
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amounted to 442,417,716 proof gallons for the year 1946. This com-
pared with a net produetion of 1,101,286,249 proof gallons for 1945
and 987,957,702 proof gallons for. 1944. -

Taz-free withdrawals of industrial aleohol and spirits~—The total
tax-free withdrawals of ethyl alcohol and spirits during the year,
consisting of withdrawals for denaturation, for use of the United
States, for hospital, scientific, and eduecational use, for export, and
E lzggr;gﬁfggg for n}eg:jzlinal, beverage, anél other purposes amounted

409,376, _ ons, as compared with 1,0
o llons for 1945?1'00 ) 88 pa K 86,876,.301 p?oof
a The 11”;](;1;&1 quantity gfda%gohol an‘sd spirits ?sed for denaturation

uring the year amounte 393,458,500 proo ons, &8s €om
with 971,446,910 proof gallons for 1945, el pared

During the year there* were removed for use of the United States
12,751,367 proof gallons of*alcohol and 131,231 proof gallons of spirits,
a total of 12,882,608 proof gallons. This compares with a total
alcohol and spirits so removed of 113,171,025 proof gallons for 1945.

There were withdrawn during the year for hospital, scientific, and
educational use a total of 2,227,515 proof gallons, as compared with
2,051,148 proof gallons for 1945. :

Stocks of industrial aleohol and spirits—-As of June 30, 1946, the
stocks of ethyl alcohol and spirits amounted to 140,670,423 proof
gellons, as compared with 159,855,267 proot gallons for 1945,

- Production of denatured alcohol—Durin t%e year there were pro-
duced 186,657,673 wine gallons of specially denatured alcohol and
26,144,437 wine gallons of completely denatured alcohol, a total of
212,802,110 wine gallons. This compared with a total of 527,095,537
wine gallons for 1945, 524,113,586 wine gallons for 1944, and 222,-
894,419 wine gallogs for 1943, . ’

The quantity of specially denatured alcohol used in the manufacture
of synthetic rubber amounted to 62,671,789 wine gallons for the year
1946, which represents 33.6 per cent of the total specially denatured

aleohol produced during the year. The quaprtity used in the manu-

facture of synthetic rubber fer 1945 was 315,940,167 wine galloi
and for 1944, 286,033,171 wine gallons. PASt i gallons

Specially denatured rum.—During the year there were produced

1,036,204 wine gallons of specially denatured rum, as compared with
1,173,499 wine gallons for 1945, 1,163,836 wine gallons for 1944, and
1,252,387 wine gallons for 1943. . | ’

Assessments.—There were received and reviewed for tax Iliability

during the year 9,922 reports of inspection and investigation by field’
offices. 'The review disclosed that liability to taxes was incurred in.

5,012 of such cases in the amount of $2,724,340.

During the year there were certified t0 the Commissioner 802 -

assessment lists totaling 152,391 items aggregating $467,130,582.
These comsisted of 5,241 items totaling $3,459,923 entered by, the
Alcohol Tax Unit and 147,150 items aggregating $463,670,659 entered
by collactors of internal revenue. '

- Claims for drawback of distilled spirits used in nonbeverage products. — .

During the year there were received 4,416 claims amounting to $29,-
979,730, comparsd with 4,412 amounting to $32,663,537 during the
preceding year. There were 4,479 claims amounting to $30,763,663.
allowed, and 64 claims amounting to $228,593 rejected. During the

,__ . .
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prior year there were allowed 4,272 claims amounting to $30,688,164

and 129 claims were rejected in the amount, of $741,058. The number

of claims on hand as of June 30, 1946, was 83, totaling $1,172,844.
Claims for remission of tazes on distilled spirits and wines,—During
the year there were allowed 1,459 claims amounting to $2,331,661 for
remission of tax on distilled spirits, and 441 claims amounting to

$586,392 for remission of tax on wines. There were mﬂected 161

claims amounting to $35,893 for remission of tax on distilled spirits

and 119 claims amounting to $12,969 for remission of tax on wines.
" Claims for redemption of stamps, abatement and refund of tazes.—
- Claims for redemption of stamps, abatement of assessments, uncol-
_ lectible assessments, and refund of taxes, received and reopened during
the year totaled 13,172, amounting to $10,338,453, compared with -

24,223 claims amounting to $8,449,772 during the preceding year.

There were sllowed 13,974 claims amounting to $6,305,672, compared

with 22,359 amounting to $7,993,141, during 1945. There were ve-.
. jected 1,516 claims amounting to $3,205,075, compared with 1,847
E claims amounting to $736,268, the previous year. The number of
E-  claims on hand at the end of the year was 945, aggrelzfatin $1,970,473.

Ezxport claims.—During the year there were allowed 333 claims
amounting to $826,711 for drawback of tax on alcohol used in flavoring
extracts, toilet and medicinal preparations exported; 1,732 claims
amounting to $3,131,146 for drawback of tax on distilled spirits and
wines bottﬁed especially for export and exported ; and 19 claims amount-
ing to $572 on stills exported. ' :

Offers in compromise under internal revenue laws.—On July 1, 1945,
thare were on ﬁand 285 offers in compromise, aggregating $31,765.
; During the year, 5,567 offers in compromise, aggregating $572,968
were received, 5,278 offers aggregating $516,113 were accepted, an
¥ 303 offers aggregating $63,648 were rejected ; and 51 offers aggregating
. $9,832 were returned to the district supervisors for further investiga-
tifoai‘ There were 220 offers aggregating $15,139 on hand at the end
of the year. -

O_ﬁ'e?z; in compromise under Federal Alcohol Administration Act.—At
~the beginning of the fiscal year 1946 there were no offers in compro-
mise on hand, During the year, 117 offets in compromise aggregath}f
$47,250 were received, 108 offers aggregating $37,600 were accepted,
and 4 offers aggregating $6,350 were rejected, and 1 offer in the amount
of $1,000 was returned to the district supervisor for further investiga-
11‘;;1;)11. There were 4 offers aggregating $2,300 on hand at the end of

e year. .

'Lc{boratory activities.—With the assistance of the National Bureau of
Standards, specifications were drawn for stafidard of fill flasks which,
with the hydrometers designed last year, should eliminate many of
the errors of measurement eccurring in rectifying and bottling plants.

This year 14 distilleries have warehoused whisky in laminated:

lywood barrels, from which samples are submitted to the Washington
‘ &matyory every three months. Sam}ﬁlles from standard charred bar-
rels are submitted for comparison, This experiment is being made to
-determine whether storage in_charred plywood barrels produce the
same results as standard barrels, :

. The laboratory in Washington, D. C., received 7,923 samples.
Thirteen days were spent in court and in making inspections,
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The bré_.’nd: laboratories recei’v"ed 46,5621 samples, which is 3,754 less

* than the preteding year. The field chemists spent 658 da inlcom‘ié 3
ples of -~

and 373 days in making inspections, a total of 1,031.
- narcotics represented 23.5 per cent of all samples examined. ‘
- Field inspectjons.—A group of specially trained field examiners
ogarating irectly from the. ashi%um office, inspected the field
offices for the purpose of improving efficiency in the determination and
collection of liquor taxes. These officers, as a result of such inspections
and suggestions- made by supervisory and other field employees

contacted, submitted various recommendations for the improvement -

of the Service, many of which have been adopted. ,

._'The inspection by Bureau examiners of a large number of established -

plants and permittess to determine the adequacy of supervision of
- such premises by the field officer was continued. In addition, a

survey was made bfy Bureau examiners to determine the adequacy
the supervision of such premises by storekeeper- .

and the efficiency o

gaugers. '
- While the production of alcohol for war purposes was discontinued
-during the year, the distilling industry was p

for £hnts and permittees continued at a high level. During the
fiscal year a total of 256,768 inspections were made by field offices.

* ‘Administrative examination of applications, notices, bonds, con-
sents of surety, plants, plans, and other documents required by law
and regulations to be

27,914. B . .
Other statistics.—Regular monthly and annual statistical reports

and releases concerning the activities of the Aleohol Tax Unit were
issued: Considerable work was devoted to the g)reparation of statistical -
tatistical tables giving. -

- reports for other governmental agencies.
detailed information covering plants and permittees, production,
withdrawals, and stocks of distilled spirits, fermented malt-liquors,
and wines, claims, and enforcement activities are contained in the
A{Hendix. ‘ '

dministrative procedure—During the year centinued improve- -

" ments were made in the administrative procedure relating to opera-

tions, tramsactions, and mspections of plants end permits: Many -

report forms prescribed for use by the industry and Government
- oficers were simplified. : : " '

: * BASIC PERMIT AND TEADE PRACTICE ACTIVITIES

Permits.—The Federal Alcohol Administration Act requires 'all. -
producers (other than brewers), importers, and wholesale distributors -
_of alcoholic beverages to secure basic permits, which are conditioned .
<upon compliance with the provisions of the Act, the twenty-first™ ]
- amendmént and its enabling statutes, and all other Federal aleoholic . -3
. beverage laws. The broad purpose of the statute is the regulation of

the conduct of the legitimate liquor indistry. The number of out-
iatandlngbbaglc permits of all classes has shown an increase from 14,469,
. the numberin effect on July 1, 1945, to 16,094 on June 30, 1946. Thers
18 included in the Appendix a table reflecting permit activity under

. | ermitted to resume
beverage production. Accordingly, the amount o supervision required -

1 ¢ ed in connection with new establishments,
_changes in premises and equipment, and discontinnances totaled

" _the Federal Alochol. Administration Act during the year and the
" numiber of permits of each class in effect on June 30, 1946. . e

Labels—The Federal Alcohol Administration Act provides that

" no bottler or importer shall bottle, or remove from customs custody
for consumption, distilled spinits, wine, or- malt beverages unless the
‘bottler -or importer upon application has obtained and has in his

possession a cerfificate of label approval or certificate of exemption
from label.approval covering such products. Following the cessation

‘of hostilities, activities in this field increased substantially and during

the year a total of 26,894 applications was received, as compared to
21,847 during the previous fiscal year. The volume of correspondence

- relating to labeling matters has also shown a marked increase. A
table is included in the Appendix which shows the volume of work

_ handled in the label field during the year.

- .F reviewed.

_promulgat.

In order more effectively to enforce the provisions of the wine -

. labeling regulations under the Federal Alcohol Administration Act
-and Internal Revenue Code, and to prevent improper labeling of wine,

all bottlers of wine under approved formulae are being required to

" .obtdin new or amended certificates of label approval oc exemption

from lebel approval, which will be restricted to the botiling of products
made in accordancs with the approved formulae indicated on the
certificates of label approval or exemption from label approval. This
procedure was adopted during the report year and is similar to that
which has previously heen fgllowed with Tespect to distilled spirits
prepared under formulae. . o
dvertising:—In the enforcement of the advertising regulations
under the Federal Alcohol Administration “Act, the
ivision reviewed 104,708 advertisements appearing in 25,996 publi-
cations and took appropriate regulatory action in 2,263 cases involving
various types of irregularities. “Five cases involving violations of the

-advertising provisions of the statute were closed upon the acceptarice -

of appropriate offers in compromise. Radio contmuities numbering
18,200 and 3,514 pieces of point-of-sale advertising material were also
Trade

practice.—Administrative proceedings were instituted agairist

‘holders of basic permits under the Federal Aloohol Administration Act

“in. 155 cases involving. alleged violations of the Act, the Internal

. sales’ in the liquor indust; ) .
‘of slow-moving items (usially rum, wine, and cordials) through trade
* channels by “tie-ins” with liquor in short supply (usually Bourbon and
-Scotch) and first appeared at the height of the liquor shortage in 1943.

’

§ Revenue Code, and the Emergency Price Control Act of 1942, as
amended, Of these cases, 146 related to so-called “tie-in sales” -of
alcoholic beverages which were -considered violations of subsections

5 (a) and (b) of the Federal Alcohol Administration Act. ‘Tie-in
involved the practice of forcing the sale -

It was believed that when the liquor shortage was alleviated through
a plentiful supply of blended whisky, brought about by the resumption
of the production of neutral spirits, there would no longer be any -

‘renson for “tie-in sales.” Just- the reverse occurred. Instead of

“tie-in sales’’ abating, they have increased to such an extent as to
constitute virtually a trade practice at all levels of the industry.

“This practice 6 ‘‘tie-in sales” constitutes a violation of subsections

5 (a) and (b) of the Federa.l Alcohol Administration Act._ ‘During the -
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. year the Bureau instituted an effective investigative and enforcement

program to combat the “tie-in sales” practice. As of June 30, -1946,

" 46,779 retail liquor dealers were interviewed and 18,482 made state-
ments involving 706 wholesalers in “tie-in” practices, . .
. Interlocking directorates—Applications for the approval of inter-
locking directorates and officers under section 8 of the Federal Alcohol
Administration Act are dealt with direetly by the Unit’s Washington
office, During the year, 130 applications were received and acted
upon, as compared with 54 during the previous year. -

ENFORCEMENT ACTIVITIEB

Seizures.—During the fiseal year, 6,641 illicit stills were seized, to-
gether with 2,530,638 gallons of mash, 79,621 gallons of illicit liquors,
115,256 gallons of tax-paid liquors, and 1,236 sutomobiles and trucks.
The appraised value of the property seized was $2,410,467.

Arrests and prosecutions.—There were 8,240 persons arrested for
Kquor violations. Recommendations were made for the prosecu-
tion of 8,161 persons in Federal courts in Alcohol Tax TUnit cases,
aMdecrease of 3,750, or 31.5 per cent, as compared with 1945; 6,046
persons were indicted ; 4,992 persons were convicted; and as of June
30, 1946, 5,056 persons were awaiting grand jury or trial action for
internal revenue liquor law violations. .,

Applieations for pardon and perole.—During the year, 67 applica-
tions for pardon and 977 applications for parole were examined and
reports submitted. " .

Transportation of liguor into dry territory.—In connection with the
enforcement of the Liquor Enforcement Act of 1936 relating to the
introduction of tax-paid liquors into dry States, 86 vehicles and
7,056 gallons of tax-paid liquors valued at $179,789 were seized; 124
persons were arrested, 113 persons were indicted, and 81 defends.n_ts
were convicted. ] \ ‘
 Floor stocks tax violations,—There were 283 floor stocks tax cases
perfected during the figseal year, involving the seizure of 3,302 gallons
of tax-paid liquors valued at $33,263. Taxes and penalties amount-
-ing to $731,700 were recommended for assessment in these cases,

ers in compromise in the amount of $202,103 in lieu of criminal
and/or civil liabilities were accepted by the Department of Justice.
" Federal Alcohol Administration Act violations—Offers in com-~
promise totaling $22,600 in lieu of criminal and ecivil liabilities were
accepted by the Department of Justice from seven breweries charged
with subsidizing retail outlets in violation of the Federal Alcohol
Administration Act. : )

Violations resulting from shortage of distilled spirits.—Investigation
continued of the falsification of Record 52 by wholesalers and viola-
tions of the terms and conditions of permits under the Federal Alcohol
Administration Act, and particularly of Liquor sales. at overceiling.
" .prices. “Side money” was traced and the transactions analyzed for
income tax. purposes. During the year, 633 such investigations of-
taxpayers and permittees were undertaken; 71 cases were submitted
- to United States attorneys; 127 persons were indicted; and 85 defend-
_ anis convicted. There were seized 18,216 gallons of tax-peid liquors

ha‘ViJ}F an a&)mximate value of $173,246. (For tie-in snfes program
rade Practice.”) ' '

‘Bep
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" Joint sugar program with Office of Price Administration.—Through-
out. the fiscal year investigators of the Alcohol Tax Unit and the
Office of Price Administration devoted much of their tims te the
joint program, locking toward the enforcement of the sugar rationing

- regulations, and the prevention or detection of diversicns of sugar

into illicit distilling channels or into the black market generally.
This program was recognized by the Buresu as the best means, so
long as sugar remained under rationing control, of preventing moon-
shiners from obtaining sugar, and as offering opportunity to disclose
income received illegally by black market operators and not reported
for income tax purposes. '

Five thousand fifty-six investigations made during the year have

" " led to the conviction of 142 gugar dealers, the suspension of 806 mer- -

chants from dealing in sugar, and the issuance of 21 injurctions
forbidding distributors to commit further violations of the rationing

* law.

Firearms program.—In September, 1945, the Alcohol Tax Unit
began an intensive investigative program to bring about the registra-
tion of the thousands of automatic firearms (machine guns) entering
the country es war trophies, with the purpose of rendering them
unserviceable where poisible in the interest of effective law enforce-
ment and for the protection of the general public. By June 30, 1946,
there had been 40,545 investigations conducted, resulting in the
registration of 4,957 firearms, the seizure of 615 firearms, and the
rendering inoperative of 3,520 firearms.- S

TECHNICAL STAFF
The Technical Staff is the appellaté agency established within the

. ' Bureau of Internal Revenue for the determination of Federal income,

profits, estate, and gift tax liability. It is an-independent organiza-
tion answerable to the Commissioner and operating under his super-
vision, In general, its work concerns the classes of taxation over
which The Tax.Court of the United States has jurisdiction. The
Staff organization is made up of an administrative office in W ashing-
ton-and 10 field divisions comprising 35 local offices located throughout
the United States. The duties of the Staff personnel assigned to
these field divisions are (1) to 'determine on behalf of the Commis-

sioner the liability of taxpayers who hdve protested the findings 'of

the internal revenue agent in charge prior to the filing of any petition
with The Tax Court of the United States, and (2) to consider offers
submitted by taxpayers to settle cases which have been docketed by
The Tax Court, In performing these duties the heads of the Staff
field divisions have authority to act as the exclusive representatives
of the Commissioner in cases within their territorial jurisdiction,

* * except that stipulated settlements in docketed cases must be con-

curred in by representatives of the Chief Counsel for the Bureau,

. atting as division counsel. .

Field operations. The operations of the Staff field divisions fall
into two main classifications: (1) contested income, profits, estate,

and. gift tax cases not docketed by The Tax Court of the United

States, including cases in the pre-90-day status, cases in the 90-day
status, and cases involving overassessments and claims; and (2) cases
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TaBLE 146.—Ezpenses of the Internal Revenue Service, fiscal year ended June 30, 1946—Continued

F. DISBURSEMENTS FOR CHIEF COUNBEL, FIELD DIVISIONS?

Balaries of Travel ' Balaries of Teavel )
Division Chief Connsel, Total
Divisian ﬂcetl%egmphyaeé exrpanses Total. field smployees
§ 1,814.45 | 354,502, 00 f131,157.08 | $3,018681 $iL1ATe
$2, 331. 48 105, 81L12 , 400. 73 1,860, 76 ,%3&
3,808. 43 167,818.48 4,003. 51 04, 137, 05
2,546, 44 14&,675-:1: 48, 707. 60 2, 006, 19 48,773.88
,l,ggig% 3%%%65 T 1,171, 406.38 |  22,367.80 | 1,198,774.18
1 From the appropriation “Collecting the Internal Revanue, 1946."”
F, DISBURSEMENTS FOR DEPARTMENTAL SERVICE AND FIELD FORCES OPE RATII;IG FROM WASHINGTON
Biatio :
s Travel s (Supplies and| Express and | Miscella- Total
Appropriation . Balaries T8 Reat Telegraph 'I\elephona. ogil%o ;:11[;13 inq‘s, equipment xﬁ‘elght HoOUS _
%m%.?gﬂ.ﬁﬁ?&- $20, 541, 426. 74 | $008, 207, 60 /%37, 138 55 | $15, 210.08 | $74,325. 60 | 42,184, 140.0F | $209, 530.65 $305, 038, 07 | $482,151. 39 $27,828,172. 10
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Q. RECAPITULATION

Salaries L Rent- | Telegraph. | Telephono | SAPRIA MY | Miscellaneous | Total :
$79,616,379.24 | $1,855,188. 54 | $1, 503, 163. 41 $1,479.33 | $361,853.32 $419, 982, 16 $258, 678, 58 | 384, 106, 254. 59
28, 474, 960. 07 671, 285, 21 953, 684. 01 302.77 96, 990. 19 201, 643.17 71,794. 43 30, 770, 530. 86
14, 319, 639, 01 754, 292, 50 265, 486. 45 L1243, 10 52, 737.04 5, 292, 61 858, 025. 00 18,017, 835. 67
2,0, 746,77 18, 548, 39 371, 720. 57 " 186.75 26,414, 88 27,461, 15 17,030. 44 2,541, 107.76
1,171, 406. 38 28,367.80 | e e el Y 1,193, 774. 18
23, 541, 426274 698, 207, 50 ‘337, 133. 58 15, 210. 03 74,325. 60 2,373, 688, 72 788, 089. 96 27,828,172.10
148, 208, 618. 11 4,318, 990. 00 3, 621, 116. 90 18, 300. 98 611,820.84 [ 3,089,057.81 1,603, 020.41 | 162, 457,625, 14

In additisn to the sbove reperts, expenditures and adjustments of expenditures were al,so made from the following appropriations in the amou'nts indicated:
Collecting the injernal révenue, 1945, . el v
Collecting the internal revenue, 1044__

. K
CLAIMS APPROVED FOR PAYMENT FROM THE REFUNDING APEROPRIATIONS

Appropristion

Refunding internal revenue collections, 1946 and prior years
Refunds and payments of processing and related tazes, Bureau of Internal Revenue. I
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. . ‘ Tasre 147.—8ummary of infernal revenue stamps issued fo collectors of internal
' o revenue and the Postmaster General during the fiscal years 1945 and 1846

- Quantity © Value
Kind

845 1848 1945 1848

Liquezs: : '
qDlstﬂled spirits cagk stamps.__._._ 2, 426, 625 2,691,060 |$1, 223, 800, 335,00 [$1, 533, 507, 84000
Certificate of tax paag;mnt, dis-
= .

tilled spirits for ment in .
tank cars. 0] M
2, 260. 00 5,680, 00
15,120.00 | . 21,840, 00 -
858, 780.00 | 601, 210. 00
11,820,120.50 | 14,367 657.00 ]
302, 169-00 710, 425, (0

asg,lmm 1, 298, 000. 00

92,200 (
20, 000
4,400 )
28, 866, 800 47,500, TT.76 | 85,170, 758.25
58, 012, 260 716,727.000.00 | 016, 762,000.00 -
» N
7 780 | 1,013,212,130 | 50,166,018.59 | 43,880, 000.11
, . 1
s&ﬁ?ﬁl% 15, 72}‘&% saz,ngg’ifg‘l)g 1,003 ogg'gi"?g
g, 819, 400 62{1’:120,500 923,05.04 | T 338 441, 04
Cgar stte fubes... 1,705, 100 300 47, 052, 00 13,00 .
@ .
Domestic, colored-. ... 1, 032, 225 1,029, 700 2, 467, 657. 50 1, 921, 100, 00
Demestie, uneolored.... .. 25500 | 22 251 100 1,33 150.00 1, 189, 625, 00
33 of renovated butter. 7123, 000 82, 000 7,150.00 550. 00 4
laying cards..._.___........._. 57,083,200 | 77,457,900 7,414,310.00 | - 10, 089, 527,00
27,025,624 | 37300864 |  59,635527.00 | 57 050, 267.00.
6,072, 306 8,863,628 |  26,660,004.00 | 34,617, 100,00
76, 648 81, 538 49, 848, 00 258, 46400 N
9, 735, 050 7,688 100 384; 596, 50 3, 027. 78
56, 000 1, 217, 000 9, 860, 00 12,170, 00
400 100 1, 700, 00 < 100,00
10 200 - © T 400
: 40 | £000.00 [Lu oo )
1,712,010 L7987 | 640,345, 9o o0 723, 510, 0. 00
© 3% 257 450 " 586, 450 | 180, 012, 472,00 1, 954, 252, 00
L2y P

'rotal zs;m,am, 760 119, 451, 280, 218 | 3, 844, 488,

t Value insérted when purchased. ,
* Hava 0o money value“_ N N
TasLe 148.—Cost of priniing and binding for the Internal Revenue Service, fiscal
. years 1845 and 1946 ' . :

1045 : ©1M8
Class of work - - -
' Quantity Cost Quantity Cost
Tax returns, forms, and records. . ......_... 1,089, 054, 000 (81, 573, 969. 41 003, 496, 000 | 31, 563, 143 54
Instruotions for tax pobins ’m%mo 541, 25 ﬁaw,um " 376,181, 14
Tax reguiations___..___.___. TSRO0 | 16,823.28 1 ¢ 310,000 28,766, 08
Rew sto. 823,000 | 85 166.17 . 462, 000 74,9712
M us, letterheads, analysis paper, | - ; e ’
tahulating cards, binding, ete.-._._.... ©B4,978,000 | 86,073.85 61,660,000 | 149, TrA22
Total o oo .-[7 1,390,858,000 | 2,274,274.00 | 1,108, 284,000 2, 102, 788,00






