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ALERTICAN INSTITUTE (* ACC> UNTANTS

Correspondence regarding taxation, Dec. 1923.
Typewritten,



Degenmber T, 1923

The Searetary of the reaswry,
Washington, e Ce

At On dle
Dear 3ir:

The enclosed notice hes been issued by the american
Institute of Accountents to &«ll of 1ts membars with the hope
that the members will tale suffieoient time to give expression
to thoir views on the defeots of the Income Tax law ar the ade
oinistration thereof. e have handed a aopy of this to Comiis~-
sioner Blair and desire %0 place a copy hefore you to advise
you of the situution.

I also ocnclose herewith copy of an artiole "Reud justment
nelicel Provisions of the 1912 Revemue aoct® whioh was published in
*idainistration” magazine for Mareh 1921. fthere is great need
for correction of the injustices set forth in these articles, not
only for the past but also for the future.

There is at tho present time before the bepartuent eom-
mnicaciona from the tanner s induatry on the matter of the ser-
ious losses which they sustainod in 1920 on the realization of the
1519 inventories and, no doubt, a simllur situation applies to other
industries for the years 192 end 1921« This mtter should receive
the camest consideration of the Lepartmont and of congress.

. Yours very truly,

¢hairman, Committee on

Pederal Legislation

Amerioan Institute of
Accountants

NGe Amt, EncGecccvenniiiiinnne

Ly
T el
Sllad s



Degcamber 7, 1923

Judge Coxdall Ball, Chairman,
Demogratie Bationsl mum,
710 Pond mtmtng.

dashington, De
Dear Judge:
Imlmn«pyatanennwmmmunaumu
all menbers of the Amorisan institute re to Fedoral In~

gome Tax lLaws. i hope that the Institute will be abls to get
from the memders some sonstructive oritiolsm,

golonel Nontgomery wiote me resantly thuat he had had
some gorreapondencs with you and suggeated that, as
of the Fedsral Isgialation pom:iittes of the Institute, I should
got in touah with you.

1 have saked the golomel tO give Us a draft of & pro-
mamwmmmmmmmrwm%

incoms. then I receive that I will be glad to take the matter
up vith you,

Yowrs very truly,
7 .

Mm, Mﬂnm

Amrim Mituta of
Aocountants

PL:OS



Legenbexr 7, 1923

lire Bdwaid Re GOrs, Sresident,
Ameriean Instistute of Asocuntanta,
111 %. Bonros strect,
Chlicago, Illinois.

enr Hre gores

Yosterday I had a porscasl interview with I, Hlair,
Comuissioner of Inteinal Revorss, and sented him with a
mP{ of tho Netioe of the speoisl G ttee on Taxation to the
Institute lembera and stated that 1t waa the pucrpose of the
Institute to endeavor to produce some oonstruaotive eriticisms
and suggestions. Thoe Conmissionsr stated thst the De nt
would wolcome any such constructive suggeations or ticlams.

I onslose & oopy of tho report of the Tax Simplifi-
cation Board which has been sent %o GCongress.

Yours very truly,

Bhne

FL:GS

goplos S0

Kre Hennegin

ire Eally .
fire Richardson v



Fer Release MONDAY AFTFRNOCN, December 3, 1923.

The Presidert of the Senate.

Sir;
1n accordance with Section 1327 of the Revenue Act of 1921, the Tax Simplifi-
cation Poard mekes the following report:

cince its last report, the personnel of the Board has been changed by the
resignation of Mr. J, E, Sterrett, of those representing the public, and the ap-
nointirent by tie Prerident of iir. William N. Davis as his successor. Of those
representing the Bureau, Messrs. E. . Chatterton and Cerl A. Mapes were succeeded
by ilessrs. C. R, Yash and James G. Bright. »

The 4Let creating the Board provides that Yit shall be the duty of the Board to
iuvectigetc the procedure of and forms used by the Bureau in the administration of
tlie internzl reverue laws, and to make recommendations in respect to the simplifica-
tion thercof.# It will be observed that the Act does not prescribe specifically the
officer to vhom or body to which the recommendation shall be made. Generally speak-
ing, the procecure of and forms used by the Bureau are prescribed by the Commissioner
of Internal Revenue with the approval of the Secretary of the Treasury and are ad~
miristered and promulgated by their surordimate officers, Our Board has, therefore,
follevwed the course indicated by common sense and has made its formal recommendations
to the Secretary cnd the Commissioner, and has msde mumerous informal recommenda-
tions and suggestions to the responsible heads of Units and Divisions of the Bureau.
It soon beceme anparent to our Board, hovever, that certein basic improvements in
procedure could only be effected by legisletion and that simplificetion of procedure
in some vital respects could only be secured by changes in substantive provisions of
the Reverue Act, Vith respect to such matters we assume that it is our privilege
2nd auty to mazke our recommendstions to Congress. ©Ec¢onomic phases of taxstion are
not in our commitment and any reference thereto in our report is only incidental end
for the vurpose of shoving thzt they have not been lost sight of in desling with
administrative problems, ZEssentielly we shall, end of right should, deal with ad-
jeetive la— a+ contrasted with substantive law.

Our report naturally falls into three divisions, namely,

Recommepdations mede to the Bureau
The Condition of the VWork
Recommendations as to Legislation.

RECCMIENMDLTIONS MADE TO TEYE BUREAU

To enumeratc the verious recommendations and suggestions that our Boerd has
made to the officers in charge of the Bureau would be tedious and of no benefit.
Suffice it to say thet our Board hes been evailed of by taxpayers as 2 kind of
grievance committee ond, we believe, properly so; for specific instances of hard-
shio resulting from the administration of the tax lews have frequently disclosed
ill-rdvised proccdure which was readily remedied by those in the Buresu, when called
to their attention. To say thet the complaints mede to the Board by taxpayers were
not inconsiderable, is to put the matter mildly, Some were borni of misapprehen=~
sion and these we took pains to answer simply and directly.

Of the more fundamcntel recommendations made since our last report, the follow-
ing are deserving of particular rention:

The Committee on Apvezls and Review,

The work of this Committec wes the subject of an investvigation by our Board
wrior to the filing of our last report. As the result of the recommendation therein
referred to, the production of this Committee was substantially increased.
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In order to uvnderstand our further recommendation in respect of this Committee,
it is necessary to exnlain briefly its function. Section 250 (d) of the Revenue
Act of 1921 gives the taxpayer the right to appeal from a proposed additional
ascessment of income taxz. It was to hear these appezals that the Commissioner
created the Committee on Appeals and Review, While their decisions are in-the
nature of recommendations to the Commissioner, it was assumed and the taxvayer be-
iieved that the recommendations would be approved except in extraordinary circum-
stances and would be changed only after a further hearing. Cases invelving
alleged fraud were not referred to the Committee, nmor did it review the decisions
on claims for credit or refund, the Commissioner having placed these matters unier
the jurisdicticn of the Solicitor of Internal Revenue. It was found that the de-
cisions of the Committee on appeals by taxpayers from proposed additional assess-
ments were reviewed by the Bolicitor's office and were approved, amended or re-
versed by that office, It also developed that the Committee was required to give
advice to the Income Tax Unit on questions arising during the audit of returns.

Cua» RBoard felt that it was of supreme importance that the appeal of the tax-
payer te decided by the tribunal which heard the evidence znd the arguments, znd
not by sume cther officer or tribumal before whom or which the taxpayer had notl
appearet, Ve also felt that all appeals by taxpayers, whether from additional
assessments or from tentative impositions of penalties, should be heard by the
Juwdicial tribunsl which had been set up by the Commissioner. It also seemed that
the Commitice con Appeals and Review was the proper body to review claims for credit
arc¢ refuald, The practice of requiring the Committee to give advice during the
avdit o7 roturns on questions which might subsequently come before it on appeal was
indefensible.

Ovr Board, therefore, made the following recommendations:

First: That the practice of requesting an opinion from the Committee on
Apreals and Review on guestions arising during the audit of a return be discontin-
ued and that guesiions of law be referred to the Solicitor of Internal Revemue.

SQQQQ@; That 1. each group of three of the Committee on Appeals and Review
there shall be a% leess one laiyer and one accountant of the highest calibre ob-
tainable, and that every arreal in which the taxpayer is represented in person or
by a representative skall be heard by one or more members of the group. However,
it shall be the vriviiecge of the taxpayer, upon request, to have his case heard
by the entire membership of the group.

Third: When an arpeal involves a new question of law or a question of law on
which the Committee desires the opinion of the Solicitor of Internal Revenue, the
Committee shall notify the Solicitor, who may, thereupon, attend the learing -i.
himself or through one or more of his Assistaats, and state the opinion of the
Solicitor!s office on the question of law involved at the heariag, cr loter in
writing, if he so desires or is requested so to do by the Committee. The recommen=-
dation to be made and the decigion to be arrived at uvnder the lar and facts chall
be determined by the Committec.

¥Youwath: Thav appeals from assessments or proposed assescuicuts of pensliies in
fraud caces where prosecution is rot contemplated by the Sc icitor be heard and
determined by the Conmittce on Anpeals and Review.

Fifth: In cases iuvolving credits or refunds, or claims in abatement, the tax-
payer sball have the right to appeal the case to the Cormittece on Appeals and
Revier.

Sixth: When an appeal is taken by a taxpayer or a review is directed by the
Commissinner, the Division or Section from whose decision the appeal is talzen or the
review directed, shall furnish to the Committee and to the taxpayer a succinct
statement of (uestions involved from its standpoint. The taxpayer shall thereupon
furnish to the Cormittee on Appeals and Review and to the Division or Section from
which the appeal is teken or the zeview divected, a succincet sivatement of the gques-
tions which he deems to bé involved in the appeal or rsview.
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Our Board felt that the result of tatting these recommendations into force
would be that the taxvayer would feel that his appeal was in the hands of a compe-~
tent body; that the hearing giver would be adequate and that he would more readily
and williagly present all his evidence beforc the appellate tribunal and be disposed
to abide by its decision. Our Board be#is to report that its first, second and
sixth recommendations mere readily agreed to by the Commissioner and bhave becen sub—
stantially put into force. The Commissioner did not approve the fourth and fifth
recommendations and they have not been made effective. The third recommendation
was the subject of considerable discuscion and difference of opinion, but our Board
is glad to report that it has finally been approved by the Commissioner and put into
effect. This recommendstion and tho investigation which preceded it and the dis-
cussion which followed it, convinced practically everyone who participated in the
discussions that it would never be possible to give to the taxpayer the fair and
independent review to which he is of right entitled. as long as the appellate tribun=-
al is directly under, and its recommendations subject to the approval of, the
officer whose duty it is to administer the law and collect the tax. As long as
the gppellate tribunal is part and parcel of the collecting machinery it can hardly
meintain the attitude essential to a judicial tribumal. It is the situation which
was developed in this way that leads our Board to make the recommendation relative
to the establishment of a Board of Tax Appeals hereinafter set forth.

Our recommendation in respect of the procedure before the Committee on Appeals
and Review will be found in the Appen@ix to this report.

Reopening of Closed Cases

In surveyingz the work of the Income Tax Unit, it was discovered that even after
the return of a taxpayer had been audited, an additionsl tax lizbility found, the
amount thereof assessed and subsequently paid by the taxpayer, and the case marked
closed, it frequently heppened that the case was re—opened by an auditor or other
official of the Income Tax Unit, of his ovn motion on account of some new ruling
or decision. The taxpayer was, thereupon, notified and the questions of additional
tax liability or overpeyment were again gone into, although the amount thereof had
been previously settled. As long as such procedure prevailed, the work of the
Income Tax Unit was materially increased and there wgs no chance of the taxpayer
noving definitely what his tax liability was short of the period of the Statute of
Limitations and, indeed, not cven then; for in many cases he had been induced to
sign a waiver of the Statute. This practice appeared to our Board to be disastrous
to the orderly procedure of the administration of the Revenue Law, grossly wnfalr to
the taxpayer ond productive of little, if any, benefit to the Government.

Our Board brouszht this situation to the attention of the Commissioner and, in
pursuance of our recommnendstion, he issued an order that cases once closed should
not be re-opencd except in case of fravd or gross error.

A copv of this order appears in the Appendix to this report.

Ownership Certificates and Informa-
tion as to Dividends.

It had been the practice of the Bureau to require the holders of corporate bonds
to attach ownorship certificates to the interest coupons wheh they deposited them
for collection. These certificates were sent by the depository vankt through various
Donizs to the debtor corporation and them sent by it to the Bureau, where they were
assorted and attached to the return of the taxpayer who had deposited the coupon.

It was discovered that the sorting of these certificates required a great amount of
—orlz, expense and time, and resulted in very little, if any, increase in revenue to
the Governiaent. The use of ownership certificates apreared to be the only instance
in which information returns of payrents less than $1,000 were required. It was
discovered that a vast amount of the holdefs of corporate bonds were persons who had
no taxable income due to exemptions. It appearecd to our Board that the additional
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revenue rGSUltiﬂﬁ‘fTO” the use of ownership certificates was not worth the time and
expense involved i corting them and that efforts to obtain information as to income
by other means would bhe more productive of tax.

Qur Board, therefore, recomrended the discontinuance of ownership certificates
ith the exception mbTPlnaftLL mentioned and, also, recommended that corporations
be reguired to maks returne of information of dividends maid to stockholders, a
much more »rolific mouvrce of additional reveuue than information relative to interest

pgid on bonds,

In studyxng the question, however, it developed that it moula be necessary to
continue the use of owacrship certificates in connection with so-czlled "Tax Free
Covenant Bonds," thaot is to say, dbonds containing a covenant on the nart of the
corporation that it would pay the Wormal Federal Income Taz up to two per cent (2%),
for which the bondholder should be liable on interest paid on its vonds; for the
rcason that the covenant of the corporation in such cases is to pay the tax for
which the holder of the bond is liable, and there would be no means of determining
whether or not the bondholder was liable for the tax unless he filed an ownership
certificote.

This recommerdatiozn hos been avproved and put 1nto effect. It is estimated
that it will cut the work of the Sorting Section in half and will result in the
elimination of a great amovnt of vexation on the part of the taxpayer with no
appraciable loss in revenue and txat the requirement of informatioa from corporations
as to the pcyuent of dividends will result in the collection of more tax than the
ownerchip certificates ever produced.

A copy of the recommendation of our Board in this respect appears in the
Appendix hereto.

Forms of Returan

In the discharge of the duties imposed upon it, our Board has given careful
consideration to the forms in use in the Buresu and hes made a number of recommen=—
dations with the object of simplilying the ssme. The Torms conceraning which com-
plaints are chiefly inde are those upon which the taxpayer is required to make re-
turn of his incomc,.

The form of rwturﬁ which rmust be gotten up for a taxpcyer whose net income is
in excess of five thovsand dollars must of necessity be somewhat complicated. It
is nccesscry to provide tabilss for the computotion of the surtax and blanks for the
itemizstion thereofs 3Snecizl schedules must ve provided for the application of the
twelve ond one-hzli Her ceat optional tax on cepital gains. Where the taxpayer is
encezed in dusiness, some ldetail of the receints and disbursements must be given in
order to render .n cffective saudit nossible, It vas found that the work imposed
upor. the tnxpayer of givinz some dectnils in bis original return was much less bur-
densome than requestirns cdditional information ~t the time of the audit.

Our Board is placsed to report, hovever, thnt it has collaborated with tke
officials of the Rurcav and has evolved a very simple form of return for individuals
ith net incomss of not more then five thous~nd dollars derived chiefly from salaw-

ries and wages. Tuis retarn will be used by the vast rmejority of taxpayers. It
consists of o single sheet of ordinary letter sizs nanere.

A copy of this roturn appears in the apvendiz hoereto.

Svrvey of the Unit

Our Board come varly to the conclugion thot it would be highly bveneficial to
have a survey of the Income Tax Unit made by a man trained in business orgunization
and systems. For reasons -thich avneared to be sufficient, th: task was postnonsd
mwntil last swmmer. A survey was thsreupon counducted which resulted in recommenda-~
tions of chanses aad reorsrnization designed to eliminate red tave, fix responsibil=-
ity and do awoy with the coafusion and loss of time incident to transferring cases
from onc division to another, These recommendations were put into effect by the
Deputy Commisciouner in cherge of the Income Tax Unit.
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A copy of his orter directingz thess changes opnears in the Apvendix to this
report.

To describe the old orgenization aad tle improvements accompiished by the
changes would require more spacc than is thought proper in this report.

While the survey did not have the scope thoet our Board desired in that it mere-
ly considered chonges which could be made in the existiag machinery, and did not
take into coumsideration the adecuoncy of the machine =s n whole, or the possible
adoption of a new system of proceduvre, the recommendations undoubtedly were benefi-
cial in fixing responsibility and speeding up the work. The fundamental idea under-
lying the recommendatiocas was, thatwere a return is submitted to a divigion for
cudit, that division shall be requircd to complete the auvdit without transferring
the return to anothcr division. Thile this objective has not been achieved entire-
ly, it 1s undoubtedly true that o great deal of shifting of responsibility has
been eliminated.

Classificotion of Returns on Basis of Gross income

Under the mresent proccdure, returas of individuals showins net income of five
thousand dollars or loss ore left in the various collectors! offices and are avdited
there. Individual returns choving net income of more than five thousand dollars and
all corporotion retvrns are forvarded to Washineton and arc sudited here. The pur-
pose of this cllocatior is to bring the mors complicated rcturns and those involving
the larger amounts of tax to Vashington. It is confidently asserted by those at
Washiaston and it is probgbly true that the zudit here is more thorouzh than in the
Collectors! offices. A taxpgyer, however, may have a very large gross income and,
by reason of dcductions dve to losscs, interest, or some other allowable item, his
net income is brought below five thousand dollars; yet this is the very kind of re-’
vurn which should hove on intensive avdit to determine whether or not the deductions
are propzr. Cur Board has, therefore, rccommended that the rsturns to be left in the
Collectors'! offices be those showing o gross iucome of 315,000, that amount being,
in the opinion of the Bureau, such os will leave in Collectors! offices apnroximate-
ly the same number of returns as aré now left there under the existing rule,

Tiis recommendation was indicated by logic and should be productive of addi-
tional revenue.

Decentralization

By the torm “decentralization' in this report is meant and intonded procedure
vhereby the rcturns of taounayers shall be audited, questions arising in connection
therewith determined, and azuy change in tax liability from that shown in the return
settled in various local officzes throughout the United Statcs ws convenient as
possible to the residences of the resmective taxpoyers.

To this importont subject our Board has given its most earnest consideration.

It is a cancn of taxation that the tax should be levied at a time when and in a
manner in which it is most likely to be convenient for ths contributor to pay it.
Under the Revenue Law of 1918 and its successors, the taxpayer is required to return
his income on March 15 of the year subsequent to the year in which it was earned and
to pey the tax indicated to be due in accordance with the return on that day or in
guarterly installmernts thcreafter. Under the administration of the laws, the Govern-
ment assessces any additiornal toxes at eny time within five years thereafter. The .
inconvience to the te:maver of such »Drocedure ie menifest and the loss to the Govern=
ment in interest 2lonc must be enormous, In addition to this, the texpayer is re-
quired to maintain wmpredvetive reserves of cenitsl during the entirc period of the
Statute of Limitctioas, which othervise might be devoted to business enterprises and
be productive of incounc subiuct to tax. The cxpense to taxpayers resulting from
trins to Washington to seille their tex liability or from the employment of coumsel
hero is cstimated to involve trersendouvs sums in the agzregate. Complaints which
have come to our Board, ¢xporionces “thich have becn related to the various members
thereof, and our own study of the situstion have convimced us that it is next to
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impossible to settle satisfactorily any complicated question of tax liability by
means of correspondence between the taxnayer and the auditor at Washington.

From the standpoint of the Government'!s interests, it is the opinion of the
Board that the audit of returns could be carried on in a number of district offices
as satisfactorily as is now being done at Washington. From the standpoint of the
taxpayer, therc 7ould e manifest advantages. It is difficult, if not impossible,
to settle controversial points by correspondence. A personal conference usually
results in mutual vnderstanding and, even vhere the decision is adverse, the tax-
payer feels that ke hac had his opportunity to meke hie position clear.

Prior to the enactment of the Income Tax Laws, the force of the Burcau at
#ashington was comparatively small, most of the work of administering the internal
revenue laws being carried out in the field., Thereafter and until the present year
there was a marked increase in the force at Yashington as compared with that in the
field, The process was one of centralization. Since the first of this year, there
hes been a2 gradual increase in the field force and a corresponding decrease in the
force at Washington,

At the presert time there are 34 Internal Revenue offices in the various sec-
tions of the United States, each wmder a Revenue Agent in Charge, who reports
directly to the Income Tax Unit at Tashington. While this field force makes exam-
inations when instructed so to do from Washington, they have no pover to settle and
determine cases and can only report their findings to the Income Tax Unit at
Tashington, where the tax is settled. The present Deputy Commissioner in charge
of the Income Tax Unit has recently issued an order providing for conferences be-
twesn the Internal Revenue Agent in €harge and the taxpayer prior to the submission
of the report of the Internal Revenue Agent in Charge to Washington.  The Deputy
Commissioner is to be complimented on this order and if it is carried out sympa-
thetically it will doubtless e productive of good results. It is still required,
however, that the report of the Internal Revenue Agent in Charge be submitted to the
Income Tax Unit at Woshington for review., The point to which we desire to draw

attention is that the Internal Revenue Agent in Charge does not settle the tax under
the direction of ths Commisesioner as the Income Tax Unit does; but makes his report
to the Income Tax Unit, which thereupon vroceeds to settle the tax, acting for and
under the direction of the Commissioner.

The dissatisfaction on the mart of the tazpayer with the present organization
requires 1o expatiation. If the work were divided into smaller units, the personnel
available to the Burcom would be nble to comprehend the task and visualize the
objective., calthy conpetition would develop among the various district offices,
which should be plased under a Deputy Commissioner or other officer directly under
the Commissioner of Internal Revenue. During the War, the Ordnance Depariment at
first attempted to hrndle »ll its activities at Jashington. The result was such an
accumulation of work and slowing up of progress that the Department was forced to
decentralize its activities. This action was accompanied by marked expedition in
the handline of work, In commenting upon the situation the Ordnance Department said,
WAll circumstances ccll for decentralizetion - the indicated solution for any problen,
be it volitical, commcrcial, or industrial, in which size is the predominant factor.®

We do not conceive it to be the function of our Board to worl out all the de-
teils of such on estoblishment and certainly not to state them in this report. Ve
do not advocate the sudden disruption of the Income Tax Unit. The orgenization here
should complete the zudit of returns upon which it is now engoged. The working
out of the plan of decentralization shovld be one of evolution and should be pro-
ceedod with step by step and in an orderly manner. Income tax laws are noWapnar-
ently a permanent policy of our Government. The present procedure was worked out
in the stress of war times when a mountain of work was encountered, but it bekooves
us now that Wwe arc on the plain of peace to establish procedure which will result in
efficacious administration of the revenus lavs with as little vexation to the public
and ns little hamperins to business as vossible, The Board approves the principle
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of decentralization and recommends that -it be put into effect.

No legislation is necessary to decentralize the Income Tax Unit. It can be
carried into effect by the Commissioner of Internal Revenue with the approval of
the Secretary of the Treasury. Plans for decentralization are now receiving the
consideration of the Department and the Bureau, and our Board expresses the hope
that a satisfactory solution of the problem will soon be worked ouf.

THE CONDITION OF THE WOEK

The edministration of the laws imposing excise taxes on telegraph and telephone
messages, beverages, tobacco, admissions and dues, stamp taxes, and miscellaneous
special excise taxes requires little notice. These taxes are paid currently with
their imposition. The work involved in the collection of any one of these taxes is
not great, but in the aggregate constitutes a considerable burden.

The administration of the tax on the employment of child lsbof was halted by
the decision of the Supreme Court that this tax was unconstitutional. (Child
Labor Tax Case, 259, U.S. 20).

The corporation capital stock tax is imposed on the fair value of the capital
stock of corporations. While the determination of fair value is difficult, this
division has been able to keep fairly well up with its work.

Although improvements can be made and are being made in the administration of
the estate tax, this work is, generally speaking, well done. If the Estate Tax
Division resists the temptation to make too minute examinations, its work can be
carried on so as to be brought and kept nearly current.

Personal income tax returns showing net income of five thousand dollars or
less are left in the various collectors' offices and are audited there, The work
on this. glass of returns is practically current. Personal income tax returns dis-
closing net income of more than five thousand dollkars and all corporation returns
are sent to Washington. As a result of this procedure, approximately 1,200,000
income tax returns are forwarded to Washington each year, Returns for the year
1922, which have been sent to Washington, have not yet been touched. From the
statement of progress of the work of the income tax Unit for the three months ended
September 30, 1923, it appears that 246,832 returns of the year 1921 have been
gudited, The number of audited returns for that year are composed mostly of re-
turns which, upon cursory examination, show that an intensive audit is not recessa-
ry and have, therefore, not gone through the regular machinery for the audit of
returns where an additional tax liability is indicated. The audit of 302,765
returns for the years 1917 to 1920, inclusive, has not been completed as of this
date. These returns are distributed over four years, as follows:

Year Returns
1917 16,320
1918 55,122
1919 89,092
1920 142,231

All these returns are in or are bound for the intensive auvdit machinery, for
the reason that those in which no additionad tex liability is indicated have been
already closed.

There are numerous reasons why the Income Tax Unit is so far back in its work,
Without going into these reasons at length, the main ones may be mentioned, as
follows:

l. The difficulty involved and the time required in determining invested
capital and deciding complicated quéstions arieing out of the Excess Profits tax
laws.
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2, The making of valuations in order to compute profit or loss on the sale
of cgpital assets.

3. The valuation of natural resources for the purpose of depletlon.

4. The attempt to determine tax liability and decide questions arising in the
audit of returns at Washington of taxpayers resxdent and property situated in dif=
ferent places all over the United States.

5. The importance of every question where the tax rate is hlgh and necess1ty
of minute investigation to do justice to the taxpayer and protect thd Government.

RECOMMENDATIONS AS TO LEGISLATION
The Board of Tax Appeals.

In the foregoing portion of our report deallng with the recommendations made
touching the procedure of the Committee on Appeals and Review, we adverted to the
anomaly of providing for an appeal by a taxpayer fvom an additional assessment of
taxes proposed to be made by the Commissioner of Internal Revenue and prescribing
that this appeal be taken to the officer who had announced his intention of meking
the additional assessment. The function of the Commissioner of Internal Revenue
is to assess and collect the taxes, This function is administrative and not judi-
cial, The appeal given to the taxpayer from the action or proposed action of the
Commissioner should be to a judicial body independent of the Commissioner. It
should be borme in mind that this appeal by the taxpayer must be heard and decided
before the additional tax is collected. It is, therefore, important that the
appellate tribunal be so constituted that its decisions may be made expeditiously
and its work kept approxiuately current with the appeals which are taken to it.

If this were not so, the collection of the public revenue would be seriously im-
peded. It is, therefore, mssential that the number of persons on the Board of Tax
Appeals may be increased or decreased according to the influx of work:, To insure
the proper functioning of the Board so as not to impede the collection of revenue,
it would seem advisable that the appointments to the Board be made by the Secretary
of the Treasury. Adequate salaries should be provided to secure the services of
able men, for the gquestions that will come before them will be difficult and will
involve large sums. In establishing such an appellate body, the following essen=-
tials should be borne in mind:
» (a) The Board's decision should bé independent and not subgect to
review by the Commissioner of Internal Revenue;
(b) Its proceedings should be informal;
(c) Its membership should be capable of expansion or contraction in
order to dispose of the work;
(@) The members should be appointed by the Secretary of the Treasury.

If o taxpayer is dissatisfied with the decision of the Board of Tax Appeals
he should be required to pay his tax, but sheuld still have the opportunity of
bringng a suit in court to recover back the amount paid. If the Government is
dissatisfied with the decisions of the Board, it should be permitted to bring suit
in court to collect the asserted tax liability, but should not be permitted sum--
marily to assess and collect the tax.

It is the belief of our Board that if such a bribunal were established, tax~
payers would feel that they would receive a fair and impartial hearing before being
required to pay any additional tax assessments. We believe that the law creating
the Board should be so drafted as to permit the members to function in groups in
various parts of the United States.
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Housing of the Bureau h;

The work of the Bureau of Internal Revenue is ;iziyég;y impeded by totally.
inadequate housing conditions. It is quartered in 4 buildings. The Commission~
er of Internal Revenue has his office in the Treasury Building. The Deputy Com~
missioner in charge of the Income Tax Unit, &hd various other administrative offi-
cers, have their offices in Annex No. 1, at Pennsylvania Avenue and Madison Place;
the Personal Audit, the Corporation Audit, and the Special Audit Division are
quartered in Annex No. 2, at Fourteenth and B Streets; the Sorting Section is
located at Sixth and B Streéts; the Rules and Regulations Section at Twentieth
and B Streets; the Natural Resources Division at Twentieth and C Streets; and the
Solicitor of Internal Revenue and the Committee on Appeals and Review are housed
in the Interior Department Building at Eighteenth and F Streets. The close
personal contact so much to be desired in an organization of this kind is impossi-
ble when the various divisions and sections are so widely scattered. It would bd
an act of the first magnitude if Congress should provide an adequate building for
the Bureau of Internal Revenue of such size as may seem proper after a survey of
its requirements.

Elimination of Profits c¢n Sales of
Capital Assets as Income and of Losses on such Sales
as Deductions.

It would be going beyond the proper scope of recommendations to be made by
our Board if we should enter upon a discussion of the economic aspects of assess-
#ng an income tax on the profit realized from the sale of capital assets and allow-
ing, as deductions from taxable income, losses sustained on their sale. It is
somewhat of a stretch of the imagination to consider the profit which a man makes
upon the sale of a farm, which he has held for years, as a recurring flow of in-
come upon which an income tax should be levied, just as it is to consider the loss
sustained en such a sale as a recurring outgo which should be allowed as a deduc-
tion. The Supreme court of the United States has held that Congress may tax such
gains under the Sixteenth pAmendment. Congress, however, is not obliged to tax
this species of income nor to allow capital losses as deductions. It is absolute-
ly impossible to secure any reliabie statistics from which to estimate the effect
on the public revemue of eliminating capital gains as income and capital losses as
deductions. While it is true that in a coemparatively new country such as ours,
capital gdins will ordinarily exceed capital losses, it should be borne in mind
that capital gains are not taxable unless realized By the sale of the asset.
Naturally, people are inclined to retain that which has increased in value and
which has proved to be profitable; and, unngturally,they are induced to retain
such an asset even if they may desire to sell it, if a tax is incident to the sale.
Persons owning property and having investments are able to and do take their losses
at times when their doing so results in the greatest possible reduction of their
tax liability. Income tax laws may provide very stringeat rules for determining
capital gains and losses realized by sale, but it remains for the taxpayer to de-
termine whether or not he will sell. It is generally agreed that if capital gains
had been eliminated as income and capital losses as deductions at the outset, the
Government would have been far ahead in revenue. The best considered opinions of
accountants, actuaries, and economists appear to us to indicate that the elimina-
tion of both capital gains and capital losses, even now, would result in no de-
crease in revenue to the Government over a period of years.

It can be asserted without fear of contradiction that one of the most effect-
ive measures which could be adopted to simplify the Revenue Act and the procedure
therecunder would be the elimination of capital gains as income and capital losses
as deductions. The most complicated provisions of the Act deal with the determin-
ation of gains and losses. A casual reading of Sections 202, 204 and 206 will
demonstrate this beyond the peradventure of a doubt. e need only suggest the
simplification of procedure which would result from dispensing with the necessity
of establishing the valuation as of March 1, 1913, of capital assets acquired be-
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fore that date and upon which a profit has been realized or a loss sustained. These
questions of valuation, requiring the exercise of discretion in which honest dif-
ferences of opinion are bound to arise, are not only difficult of solution, but
are largely responsible for the present arrears in its work of the Income Tax Unit.
The capital gains of a dealer or trader in securities, real estate, or other
capital assets constitute true income to him just as his losses constitute proper
business deductions. The elimination of capital gains as income and capital losses
as deductions should, therefore, not apply to a dealer or trader. The administra-
tive difficulty of determining who is a dealer and what is a trading transaction
can be eliminated by a provision that, where property is disposed of within a
period of two years, or some such period, from the date of its acquisition, the
transaction shall be deemed to be that of a dealer or trader and the profit realized
thereby shall be included in income or the loss suffered alloted as a deduction.
While the establishment of a two-year period as the criterion by which an invest-
ment transaction is distinguished from a trading transaction will not always proper-
1y separate the one from the other, the use of such a period for a like purpose
has legislative sanction snd its application would be fair and equitable in the
vast majority of cases. Tne establisbhment of some such period ag the criterion
would be highly desirable from the administrative standpoint; for the difficulty
of determining in the case of each transaction whether or not it was an investment
transaction or a trading transaction would be unsatisfactory to a degree.
In the event that capital gains are eliminated as income and capital losses
as deductions, proper safeguards should be provided to prevent true income from
escaping taxation under the guise of capital transactions. While the deafting
of such provisions will require care, they will be far less complicated and much
more simple of administration than the present sections dealing with the determin-
ation of capital gains and losses.
.. Our Board earnestly recommends that Congress give careful consideration to the
wisdom of eliminating capital gains as income and capital losses as deductions for
the reasons and along the lines as above set forth.

In concluding its report, the Board wishes to acknowledge and express its ap-
preciation of the uniform courtesy shown and the indispensable assistance rendered
to its members by the Secretary of the Treasury, the Commissioner of Internal
Revenue, and the officials of the Department and the Bureau.

Respectfully submitted.
WM. S. MOORHEAD
H. H. HILTON

WM. N. DAVIS
Representing the Public.

C. R. NASH

J. G. BRIGHT
Representing the Bureau.

Note: Mr. C, P. Smith, a member of the Board representing the Bureau, has been for
several months and still is a member of the group of the Committee on Appeals and
Review which is hearing cases on the Pacific Coast and it was, consequently,
impossible for him to take part in the preparation of or sign this report.
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TREASURY DIFATTMENT
Tax Simplification Board
Washington

October 26, 1922.
TO TdE STCRETARY OF Tilt TREASURY:

The Tax Simplification Roard has been making an investigation of the
progress being made by the Income Tax Unit in auditing returns, particularly
retvrns for the year 1917, and the decision of appeals by taxpayers from the
finding that there is a deficiency in the tax paid. It is highly desirable
that the audits be completed and the apveals disposed of so that assessrents
nay be made of any deficiencies hefore the statute of liritations rumns against
any such additional assessments. With respect to 1917 returns which were
filed on March 15, 1918, the stotute will run 2gainst any additional assess-
ments thereon on March 14, 1923. The 3oard feels that it would be unfortu-
nate if it should be found necessary to request waivers of the statute of
limitations from any larre number of taxpayers, and it would be regrettable
if the proceding of summary assessment by the Commigsioner of Internal
Revenue had t10 be resorted to in numerous cases. It is recognized by the
Board that in a number of instances waivers will have to be secured or sum-
mary assessments made, but it is desirable that these cases be reduced to
as small a aumber as vnossible.

One- important step in ths procedure leading up to finel assessment
is the decision on appeals by taxpaysrs to the Committee on Appeals and
Review from additional tax liability tentatively found. At the time the
RBoard made its investigation, it appeared that approxirately 60 cases were
being appealed to that Coumittee each week. The Commitiee stated that it
was disposing of arproximately 30 cases a week. There was an accumulation
of aporoximately 1471 awneals 'before the Committee. The undisposed of ap-
peals involving 1917 returns amounted to about 713.

The Comittee on Appeals and Review is composed of a chairman and nine
other mcinbers. The procedure followed by the Committee is, briefly, as fol-
lows:

The members sit separately in hearing appeals. Upon arriving at a
decision the member who hears the appeal makes his recommendation in writing
and states the facts, and supmworts his decision by an ovinion. This opinion
he sends to every other member of the Committec and at stated intervals the
Committee meets as a whole, with the exception of the chairman, and revievs
all decisions of the various members or the merits of the case and form of
the ovinion. The decisions arc affirmed, reversed or modified and submitted
to the chairxan of the Committece who, if he apnroves them, transmits them to
the Commissiorner, and in the ordinary course the Commissioncr makes assess-
ments in pursuance of the recommendations and opinions. This, dbriefly, is
the procedure, althcugh some cases may be sumitted to the Snlicitor's of-
fice for an opinion.



The Roard finds that the time consumed in the writing and discussion
of opinions is very coasiderable. ihile thexe oninions may be helpful in
some cases, the Doard is of the opinion that they should be discontinued
until the Committee on Appeals and Review has disposed of the existing ac-
curmlation cf cases and is practically current with new appeals. In special
cases the Commissioner may, in his discretion, require the rendition of
ovinions by the Committee.

The Soard ig further of the opihion that the work of the Committees on
Apmeals and Review can be greatly expedited and satisfactorily disposed of
by dividing the Comrittee into groups of three, as hereinafter recommended.

The Roard is of the oninion, however, that even with these changes in
the procedure it will be necessary to increase the personnel of the Committee
on Apneals and Review in order to attain satisfactory prozress in disposing
of the accumlated cases.

The Roard thercfore recommends-~ .

1. That threec additional members be apnointed on the Committee on
Appneals and Zeview at this time.

2. That the Chairmen of the Committee on Appeals and Review divide the
other members into groups of three; that each group hear and decide the ap-~
peals vhich are referred to it, except appeals which can ba satisfactorily
heard by one merber of the sroup, in which case the decision of the member
who hears thc appeal shall be reviewed by the group to which he belongs; and
that the recommcndations of each group, aftsr such review thereof by the
Chairman of tre Committec on Apneals and Review as may appear to him to be
advisabls, De transmitted to the Commissioner in due course for assessmcnt in
accordance 7ith the recommendations.

3. That the practice of writing opinions be abolished, cxzcept in cases
where the Commissioner of Internal Ravenue shall specifically request an
opinion.

4. The Board further recommends that the above recommendations be put
into force beginring Wovenber 1, 1922,

Prior to the meking of the above recommendations, the 3oard has taken

up the substance thersof with the Commissioncr of Internal Revenme and with
the Chairmzn of the Committee on Appeals and Review, and the “oard understands
that they are both in sympathy with and approve of the recoumendations sub-~
stantially as above stated. .

Respectfully submitted..

3y order of the Board.
(SIGNTD) Wm. S. MOORHIAD,

Chairmane.



Oréder of Commissioner Relative to Re-opening

Closed Cases.

January 20, 1923.

Mumerous complaints from various sources have reached
me that taxpaysrs are being suvjected to examinations and
réquests for informaticn concerning cases iﬁ vhich the
audits have been commleted and the cases closed. Such ex-
arinations are unot 2dvisabls and are clearly contrary to
the soirit of the Act and the regulations of the Department.
The reopeninz of closz2d caszs should be the rare exception
and not the rule. In the absence of evidence of fraud or

£rogs errar, cascs once closed are not to be raopened.



Treasury Department
Tax Simpiification Board
Washington

June 22, 1923.

RLCOK TWDATION TO TAT SICRETAAY:

The Tax Simplification Board hasg conducted an investigation into the
use of ownarship certificates required to be attached to coupons for in-
tecrest on corvorate boads when the coupons are deposited for collection.
Our Board inguirzd into the work involved in examining and sorting these
onership certificatces, the results obtained from them in collecting ad-
ditional taxes, the moral zffect of their use in obtaining an accurate
return by the taxooyer, and the incdnvenience caused taxpayers and various
banks in making out and handling them. The matter was taken up —ith the
Teputy Comrissioner in Charge of the Incoms Tax Unit, the Chief of the
sorting Section, 2anéd other officials of the Internal Ravenve Bureau. A

hearing was given to resrusertatives of 2 number of hanks and trust com-

Ag 2 result of its invostigation the Board came to the conclusion

that it 7ould be unfair and inadvisable to make any change in the practice
of reoviring o merchip certificates to be attached to coupons for interest
detached from bonds contoining so-czlled tax-froe covenant clauses requiring
the debtor corporation to por the normal tax on the incone represented by
the coupons un %0 %—0 per cent of the normal Foderal incomz tax, largely

for the rcason thci, if ornorship certificates —ere not reguircd in such
ceses, the dertor cordnration =ould Me recuired to2 pay the tax oven though
the taxvayer miszht 2ot ba gudbjeet to ony tax by raason of hie ircome being
exempt from tax, the covenant of the corporation being mersly to vay the

tax in the event that the bondholder —ere recouired to pay the same.
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In respect of omership certificates reoguired to be attached to coupons
representing intersst on bonds not containing a tax-free covenant clause, our
Board has come to the conclucion that little additional tax is secured by
their use; certainly not sufficient additional tax to justify the expense,
labor and delay incident to the sorting and use of such certificates. The
moral effect of their use is largely problematical, but our Board could not
find that the wisdom of requiring information with regerd to these compara-
tively small items vag indicated in view of the fact that information at
the source is no% required in regpact of many othér and larger payments of
sums which would comstitute income to tho payee. It was found that the dis-~
continuance of the o~nership certificates of theclass to which we refer would
result in a very substantial decrease in the amount of work now being done by
the Sorting Section, znd in the work of that Section on other returns of in-
formation from the source of payment bocoming more nenrly current than it now
is. Ve also found that the burder placed woon and ingonvenience caused tax-
poyers and banks and trust companics 7ould be very greatly alleviated and .
lessened if this class of ornership certificates were abolished. The rec-
ommendation “hich -7z are about to make bas the annroval of the officials of
the Income Tax Unit —ith whom we have conforred.

The Tax Simplification Board therefore resvectivlly recommends-

1. That ommersain certificates bBoe raquired only from(a) omers of bonds
containing so-called tax-fres covenant clauscs vheroby the debtor corporation
agrces to vay the rormnl tax up to tro percent asseesed azainst the omers of
such boads in resnect of thc interost thercon; and (b) owners of bonds which
do not contcin such clauscs “hen such o'mers arc non-resident alien individuals,
fiduciarics, Dartnerships, or corporations.
cabla?. That the foregoing rocommundation be put into force as soon as practi-

Regpectfully submitted,
By order of the Roard.

V. S. Yoornead
Chai‘:'mn.



Form 1040A i ) ite in thi
U. 8. INTEENAL REVENUE INDIVIDUAL INCOME TAX RETURN Do::lR;n:el: UM“:ETR
‘ FOR NET INCOMES OF NOT MORE THAN $5,000
FILE RETURN DERIVED CHIEFLY FROM SALARIES AND WAGES AMOUNT PAID
WITH THE For Calendar Year 1923 $
COLLECTOR OF PRINT NAME AND ADDRESS PLAINLY BELOW (Cashier's Stamp)
INTERNAL
REVENUE FOR (Name)
YOUR DISTRICT
ON OR BEFORE . (Street and number, or rural route)
MARCH 15, 1924
(Post office) (County) (State) CASH CHECK M. O.
Examined by
OCCUPATION ................. - e
QUESTIONS
1. Are you a_citizen or resident 2. Is this a joint return 3. If not, is a separate return bein;
of ‘the United States? - c.____ of husband and wife? ..__._..______ filed by your husband or wife? _____._________.
4. Were you married and living with husband or 5. If not, were you on the last d%y of your taxable year supporting one or
wife on the last day of your taxable year? ——oooeeeeeeoooo more persons closely related to you and living in your household?
6. How many dependent persons (other than husband or wife) under 18 years of 7. State amount of dividends
age or incapable of self-support because mentally or physically defective were received from domestic
receiving their chief support from you on the last day of your taxable year? ... ooeeeoooeeemeo-- . corporations . _._______________
INCOME
1. Salaries, Wages, Commissions, etc.
(State name and address of person from whom received.)
$ U
2. Interest on Bank Deposits, Notes, Mortgages, and Corporation Bonds
3. Other Income (except dividends from domestic corporations and interest on obligations of the United States).
(State nature of income)
) EO ——
(® ) S S F—
4. ToraL INcoME 1N ITEMS 1 TO 3 $
DEDUCTIONS ‘
B TaXes Pald oo eemmmammm e mmmmm—mmmmammam— e aenemeanmmnmmnn iane $ |
6. Contributions (Explain on reverse side) _
7. Other Deductions Authorized by Law (Explain on reverse side)
8. TOTAL DEDUCTIONS IN ITEMS 5 TO 7 e amm e e e e mmm e 2o e £
COMPUTATION OF TAX
9. Net Income (Item 4 minus Item 8) $
10. Less Personal Exemption and Credit for Dependents R
11. Balance taxable at 4% (Item 9 minus Item 10) $
12. Torar INcoME TAx (4% of Item 11) $- -

AFFIDAVIT

I swear (or affirm) that this return has been examined by me, and, to the best of my knowledge and belief, is a true and
complete return for the taxable year as stated, pursuant to the Revenue Act of 1921 and Regulations issued under authority thereof.

(If return is made by agent, the reason therefor must be stated on this line)

(Address of agent) (Signature of taxpayer or agent)
Sworn to and subscribed before me this day of.. , 1924,

)

(Signature of officer administering catn) T (Titie)
NOTE.—If you are engaged In a profession or business, including farming, use ¥orm 1040.

2—24 SOVIRNMENT FAINTING OFFID



. INSTRUCTIONS

Liability for Filing Return

An income tax return mustsbe filed by every citizen of the
United States whether residing at home or abroad, and eve
erson residing in the United States, though not a citizen thereof,
ving a net income for the calendar year 1923 of (a) $1,000 or
over, 1f single or if married and not living with husband or wife,
or Eb) $2,000 or over, if married and living with husband or wife,
or (c) a gross income of $5,000 or over.

Items Exempt from Tax

(a) Proceeds of life insurance policies paid upon the death of
the insured.

(6) Amounts received by insured as return of premiums paid
for life insurance, endowment, or annuity contracts.

(¢) Gifts (not made as a consideration for services), and money
and property acquired under a will or by inheritance.

sd) Interest upon (:;zﬁ obligations of a State, Territory, or a

olitical subdivision thereof, or the District of Columbia; (b
'ederal Farm Loan bonds; and (c) all obligations of the Unite
States and its possessions as to normal tax. Interest on Liberty
Bonds owned 1n excess of $55,000 is subject to surtax but should

not be reported on this form. .

(¢)" Amounts received as accident or health insurance on
account of personal injuries or sickness, plus damages received on
account of such injuries or sickness.

(f) Amounts received under the War Risk Insurance and
Vocational Rehabilitation Acts, and pensions from the United
States for services in the military or naval forces in time of war.

) Dividends or interest, not exceeding $300, from domestic
bulding and loan associations, operated exclusively for the pur-
pose of making loans to members.

k) Rental value of dwelling and appurtenances thereof fur-
nished a minister of the gospel as part of his compensation.

(¢) Compensation paid by a State or political subdivision
thereof to 1ts officers or employees.

Personal Exemption and Credits

A single person, or a married person not living with husband
or wife on the last day of the taxable year, may claim a personal
exemption of $1,000. The head of a family, or a married person
living with husband or wife on the last day of the taxable year,
may claim an exemption of $2,500. If husband and wife file
separate returns, the personal exemption may be taken by either
ordivided betweenthem. Inaddition tothe personal exemption,
8 credit of $400 may be claimed for each person (other than hus-
band or wife) under eighteen iears of age, or incapable of self-
support because mentally or physically defective, who was re-

ceiving his or her chief support from you on the last day of your
taxable year. )

The ‘“‘head of 3 family” is a person who actuallisupports one
or more persons living in his or her household, who are closely
related by blood, marriage, or adoption.

General Information

Affidavit.—The oath will be administered without charge by

any collector, deputy collector, or internal revenue agent.
eturns.—File the return with the Collector of Internal
f;vﬁ)ﬂﬁe for the district in which you reside on or before March

A .

Tax.—The tax may be paid at time of filing the return, or in
four equal installments payablmuarterly.

Penalties.—The following penalties are imposed by the statute:
For making fraudulent return, not to exceed $10,000 or one year’s
imprisonment, or both, and in addition 50 per cent of tax evaded;
for failure to make return on time, not more than $1,000,and in
addition 25 per cent of the total tax; and for failure to pay tax
when due, or understatement of tax through negligence, etc., 5
per cent of tax due, plus interest at 1 per cent per month during
the period it remains unpaid.

Income
Salaries.—Enter on line 1 all salaries, wages, or other com-
ensation received from outside sources by (a) yourself,
gb) your husband or wife if a joint return is filed, and (c) each
ependent minor child having a net income of less than $1,000
er annum.

Interest.—Enter on line 2 all interest received or credited to
your account during the year on bank degosits, notes, mortgages,
and corporation bonds. Interest on bonds is considered income
when due and payable. .

Other income.—Enter on line 3 all 6ther taxable income, includ-
ing dividends on stock of foreign corporations.

Deductions

Taxes.—Enter on line b all personal taxes and taxes on property
paid during the year. Do not include Federal income taxes.

Contributions.—Enter on line 6 any contributions or gifts
made during the year to any corporation or fund organized and
operated exclusively for religious, charitable, or educational
purposes. The amount claimed shall not exceed 15 per cent of
the net income computed without benefit of this deduction.

List below names of organizations and amounts contributed

Othier deductions.—Enter on line 7 any other deduction author-
ized by law, including interest dpaid on personal indebtedness.
Any deduction claimed should be explained below.

EXPLANATION OF DEDUCTIONS CLAIMED ON LINES 6 AND 7

ITEMS

AMOUNT

2—24



Order Putting Into #ffoct Chanses in Organization

To effect a closer supervision of the audit, to insure grester production,
to speed up end secure closer coordiration of the work, and to reduce to
a minimom the vhysicel transfer of cases, the following changes in the
organization. of tkhe Income Taxx Unit of the Bareau, fective at the close
of business, Septerber 8, were anrounced todayr;

*t Division, znd the Consvlidated Returns Subdivi-
sion, are a ag such, and a consolidated Returns Audit Division

&

is establistied, corsisting of the sections cof the present Consolidated
Returne Subdivicion and the Ancrtization and Review Sections.

oo
Q

The Special Assignment Section is cbolished.

The Specicl Adjustnent and Special Assessment Sectlons are trans-
ferred to the office of the Deputy Comnissioner.

The Natural Resouvrces Divisicn is abolished as such, and an Engin-
eering Division and a naturzl Lescurces Audit Diwvision established. The
Engineering Division will consist of the five vaination sections. The
Naturasl Resources Audit Divigion will comnsist of sudit sections F, G, H
and Review.

The fdministretion Division end the R[scords Subdivision are abulished
as such, cad a Feccrds Division and & Service Division establiched. The
Records Division will cousist of the sections of the present Records Sub-
division end the Provipnzend Sorting Sectious. The Service Division vill
consist of the Stenographic end Building, BQuipment and Supply Sections.

Tre orders and Codes Section is abolished as such, and its work and
personntel transferred to the office of the Assistant Deputy Commissioner.

The cleriecal forces vander the supervision of the Heads of the present
Natural Resourszes end Admivnictreticn Divisions will be sssipgned according
to duties parformed between the four new divisione into which they have
been divided.

The Cffice of th. Suvpervisor of Claixs is gbolished.

The changzs in organizatior involve no reduction in persounnel.
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