REFUND OF INCOME AND PROFITS TAYES.

UNITED STATES SKNATE,

Subcommittee of the -
Committee on Finance,

Wwashington, D, C.,
May 14, 1935,

3, 2044,



REFUND OF INCOME AND PROFITS TAXES

The suboommittee oconvened/in the committee room of tho

Committee on Privileges and Elections, Caplitcl, Senator Walter! -

P, George (Chairmen of subcommittee) presiding.

PRESENT: Senators George (Chsirmsn of subcommittee),

Byrd, lonergan and Capper.

The subcommittee had under considerstion 3. 2044, a

4 K iv ‘; : i Yf "‘;

vE N :’% .

¥

‘ { 4 Py :, :«.“,.(

kX

UNITED STATES SENATE, o

Suboommittee of the i

Committee on Flnanoe. oo

Washington, D, C., i}
Tuesday, May 14, 1936,

at 2:46 p.m., ;

o

bill for the refund of income snd profits taxes erroneously

ovpllected from the Hartford-Connecticut Trust Company, nh;au»l-?’

bi11l is here set forth in full, as follows:) :
T
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Senator Geovgox This mcqﬁing is oalled tor tho purposo
of sonsidering S. 2044, a bill for tbe refund or 1noome and
pvofits %axes erroneoﬁsly oolleoted frém*tho ﬁartfdid Oohnaom

tiout Trust Company. A report has been reoeived from the

Acting Becretary of the Treasury on this bill, whioh 1s datﬁdﬁ“gﬁ

March £6, 1936, It seems the single question involved 1s
whether or not the refund should now be made, 1rreépeot1v9
of the statute of limltatlons.

The ¢ontention, which the counsel for the trust company

will give in more detail, 1s that the statute 18 not in faot

a bar, for the resson that wslvers were aigned and filed By :

the trust compsny. Of course, thst is largely e question

of fact. The report from the Acting Seoretgfy of thé Treas- i

ury wlll be incorporated in the record at this point.

(The document referred'to 1s here set forth in full,
as follows:)

"TREASURY DEPARTMENT
Washington
Tar 25 19356

My dear Mr. Cheirmsan:

"I have your letter of February 27, 1935, tranéﬁittimg
to the Treasury Depsrtment for a report, oopy of S, 2044
(74th Congress, lst Session), a bill for the rolief of thc~

Hertford-Connecticut Trust Company, a oorporafion organized

and_ exieting under +he banking laws of the State of Oonnec~v

i Yy ;
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tiout. ‘
" : ! "Phe bill would suthordze and direot the Commissioner .| :
of Internal Revenue to recelve, oonsider, and determine 1ﬁA*' |
acoordance with lew, but without regerd to aﬁy statute of
limitetions, eny olsim filed within six months fﬁom the
passage of the Aot for the refund of inocome and profits taxog‘
erroneously collected for the years 1919 to 1923, inolusive.
"Returns were filed by this taxpayer for the years in |
question in the ususl manner, Upon final determination by
the Commissioner of Internal Revenue of the tax llabillty farﬂ;
the years involved, it was found that the taxes for the pe- o
! riod July 20 to December 31, 1919 and for the years 1920
| and 1923 hed been overpald. Claims for’refund were filed by ;’
the texpayer on March 12, 1927, after the expiration. of the -
statutory period within which the full amount of the ovyr;
assessment for the years 1919 and 1920 could be allowed,

The total amount of the overpayment for the years 1923 was i

refunded on the basis of tke cleim which was timely filed

for that year. For the years 1921 and 1922 additional taxes §

I .

were found to be due but these were hot assessed andAoolleoteévr

. : due to the bar of the statute of limitetlons which had oper-

ated sgainst the Government,

"Phe taxpayer instituted suit in the United States
Court of Claims for the recovery of the taxes overﬂaid for

i; the period July 20, 1919 to December 31, 1919, and for the |
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year 1920. An officer of the corporation contended that htt}ﬂ
had on September 8, 19 26 signed waiveﬁn extendiﬁgAthe periadwpﬂé‘
within which taxes for the years in question could be assessed |
and collected end had given these walvers to his seorehar&

with instructions to fle with the Collector of Internal

Revenue at Hartford, Connectiout, These waivers, if filled,
would have eoxtended the period within whioch a olaim could be A! X
filed for the years in question., The specisl findings of | :§.
fact of the Court of Cleims on this case (WNo. K-BS)bstated in
part as follows:
"There 1s nothing in the record of the office

of the Collector at Hartford to show that these

walvers were ever received by the Collsctor, and  ;

there 1s no proof that they were transmltted to the

Commissioner of Internsl Revenue at Washington. Nor

is there any proof that the waiQers weré‘filed in the

Commissioner's Qffice,' |

"The attention of the committee is invited to the faot
tant the bill, S. 2044, as introduced iouid agtﬁomze and | | -
direct the Commissioner of Internal Revenue to raéeive, oone
sider and determine, in accordance with law, but without fe- |

gard to any statute of limitetions, eny cleim filed not later.

then six months after the passage of the Ac%, for the refﬁnd ﬁ‘*

of Income snd profits taxes erroneously collected from the

PEPeTEs . A swae

Hrrtford-Connestiout Trust Company for tQSNyears 1919 to - i;i
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1923, inolusive. While 1t is admitted ﬁhat‘the cexea'fqé .

the yesrs 1919 snd 1920 have been overpaid, it willialgé be  1; -
geen that a defiociency exists for the years 1921 and 1922,'- } B
whioh 18 barred from collection., The bill as 1ntrod'u<’sed' pexri~
mits tho filing of olaims for all years but does not proyid"f‘;

for the collection of taxes due for thoso years.

"I+ hes been the policy of Congress to include in the

Revenue Aots limitation provisions by the operation of which

[ A

after a certsin time 1t is impossible for the Government to
assess additional taxes found to be due or for the taxpayer
to obtain a refund of texes ovérpelid. It frequently happenb»'

that s tsxpayer finde himself barred by the operation of the -

statute of limitetions from securing a refund of én a@buﬁﬁ‘at” 7,
tax pald in excess of what was due, In such ocases, the ta*-,
payer often feels that he 1s entitled to get back the emount . .
overpaid, notwithstanding the running of the statute of‘ |
limitetions, and bill are often introduced in Congress, segk;;$
ing relief, The ground for relief asserted is always that ﬁhé ;
amount of tax was in fact overpaid and that it is unjust'fofj .
the Govermment to retain the money. After deliberate considu“
erstion, the answer of the Department has invariably been

that to grent rellef in this type of ocase would be‘contravy i

to tne polloy of the statute of limitations and wouldvoﬁoﬁ'

.s,f‘

the door of relief in cases where the statute operated to tha

! i
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olosed to the Government in those oases in whioh the statute :

a“).

Operated 56 the dicadvantage of the Govoénmeht. The positio S

which the Department has teken and which Congress has sanotion»

ed, 1s that 1t is sound to have statutes of 11mitation¢wand

that the polioy upon which such statutes are based mubt be

adhered to, notwithstanding hardship in a partiocular ocase,
"The Treasury Department opposes the enactment of S,

2044 for the reasons indicated above.

"In the event further correspondence relatlve to this maﬁ,

ter becomes necessary, please refer to IT:E:RRR.
Very truly yours,
T, J. Coolidge,
Acting Secretary.
Honorable Pat Harrison
Chalrmsn, Committee om Finance

United Stntes Senate,"

Senntor Georget Senator Lonergan, if you have no objee-

tion, T think we will incorporate this letter of April 10,
1935, esddressed to yoﬁ, in the record.

Senator Lonergan: Very well,

Senator Gearge: The reporter will incorporate 1t in
the record end return the original to you.

Sens tor lonergen: That 1s all right.r

(The letter referred to is here set forth in full, as

folldws:)

|
!
i
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"LAW OPFICES
HOLDEN, GILL & FLYNN
Hartford, Connectiout
April 10, 1935,
"Honoreble Augustine Lonergan
United Ststes Senate
Washington, D. C.
Dear Senator Lonergan:
"I enclose herewith s brief statement of the case of
The Hartford~Connectlcut Trust Compsny against the Commis-
sioner of Internal Revenue,.
"I have had two or three talks with Mr, Byrne, the

President of the bank, and Mr, Shippee, and I admit that we

feel a bit chagrined that thils Eaminskl case has gone throﬁgh‘
ghead of ours, particularly in view of the following faots = ! ;

"(1) fThe Hartford-Connecticut Trust Company hed treated

discounts as incéme before 1t was actuslly earned, and, in
1925, 1t appeared that the prior tax had been paid 1n exoesa
of the amount properly due and that the disoounts scoount
should be placed upon an acocrual bassis, and the Commissionor
permitted the texpayer to file an amended return for the
years affected and scoepted sald returns and aidited the ac-

odunts of the taxpayer and found tbat'the‘COmpany had overe

peld its texes for 1919 aud 1920 in the smount of $47, ,700.19, |

amie . gears - . s

~"(2) On December 9, 1024, the plaintiff exeouted a L
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walver covering the calendar year of 1919 and filed it witﬁ

the Collector of Internal Revenue, exgending the period of,;E

assessment for one yemr after the expiratidn of the statu~
tory period, or to May 14, 1926, |

"(3) 1Ir response to a letter sent to the taxpayer on

January 12, 1928, from the Commissloner of Internal Revenue,

the taxpayer replied in part as follows =

"1You also stote that 1if we consent to the
extension of time for examinatioh by your Depart-
ment that we should sign and reﬁurn the enoiosed
waiver. We note that there 1s no form of walver
aoccompenying the letter, but in a similar 1ette:f~
received from your department dsted November 22,
1924, there was a form of waiver which was duly
signed and returned to your Department on December .
9, 1024, sgreeing to the extension of time. There~
fore, we do notunderstand why we should reoeinga

gecond letter,

M11r possible, will you kindly inform us if there

is anything else that you wish us to do in relatlon
to the matter,!
"(4) The Court of Cleims found as e matter of fact

that on September 8, 1925, the pleintiff, by its Vice-Prese

1dent, executed waivers for the years 1919 &nd 1920, Theso‘

waivers were delivered by the plaintiff'a VicefPresidont 40

'f,.;’.LT..__!._..,. .
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his Seoretary with instruotions to file them with the Col-
leotor of Internal Revenue at Hartford. The fo;}owing day
the Seoretasry to the Vice-President took the walvers to the |
of"ice of the Collector of Internal Revenue ét’HarffgrdAand “
handed them to the personal secretary to the Collestor. It.,
was the practice of that office, when walvers were dellﬁerédiﬁ

to 1t, 1f they conteined numerals designating the case, to

put the walvers in an envelope, place the numerals thereon anq
forward them by meil to the Commissioner ~f Internal Revenue {
without a letter of transmittal; but, if the waivers‘did not

contain ssid numersls, they were forwarded with a letter of

transmittal,
"(5) This finding of the Court of Claims may be found

on p. 3 of 1ts Special Finding of Facts. Your attention

is directed to the fact that the above quotation waa'not

contsined in the letter of March 25, 1935, from the Treasury

e e

Depsrtment to the Honorable Pat Harrison, alfhough in the

o

last paragraph on p, 1 of that letter, there is a quotatidn> §
very prejudiciasl to the taxpayer which is found in the same
paragranh as the quotetlion contsined in our letter, ’

"(6) About the time that this controversy arose botwéon |
the taxpayer and the Bureau of Internal Revenue, tﬁb Bureau_;g
insisted that certain other walvers which the taxpayer haq K

executed were never filed and could not be found, but bedéuad
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sentatlve;a bontinupd aearch was mqiptain?d and the: other

LA

waivers whioh they fivst olaimed were not on file were Tounq

L Al,) ‘

-\‘(.

in some place to the taxpayer unknown and placed in the filop.
| It was brought out in the testimony before the Gourt of Cléi@q
and found by the Commissioner that these cases were oonsid |
ered by the Bureau ss open oases, and, if walvers had not

in fact been executed and delivered to the Commiasionor; the

cagses would not have heen so treated.

"Phe enly loglesl sonolusion that cen be reasonably
arrived at from the foregolng facts 1s that the waivers
f which the Court found were in faot executed and del;vered ‘o
the Collector of Internal Revenue in Hartford were seﬂb by
that office to the Commissioner of Internal Revenue in Wasﬁ-

ington and in some w.y misleld and lost.

e i e v e . b s . e et~ + e v S

"The letter from the Commissioner under date of January

12th ststed that the statutory period - _ i

"1w1ll expire presently and in order to avoid
the necessity of meking en assessment prior to such S
consideration", etec. 4 |
"Ihis letter indicated a desire on the part of the Come
" : missioner to give this matter further consideration, and -
expressly stated that he oéuld not do so unless the taxpaypf f
walved the statute. The taxpayer wrote as'shsteq above thap ’

waivers had been filed and asked if anything more was re- .

‘... Quired,

S S Al B A Ko 6 SRS iy SN A S Wi g £ T ,
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The assessment could not have been made (boosuse the

period within which an assessment oould have been made had

expired) - unless the taxpayer and the Commissioner walved

R

the running of the statute of limitestions which expired,
Ypresently! as above steted. |
"Follovwing the notice of the additional assessment and o
before the running of the statute of limitations, it is the
practioce of the Bureau to place those cases whioch are ebout‘to
be barred by the statute upon an sssessment list prepared. dy

the Commissioner of Internal Revenue, signed by him, and for-

warded to the Collector for the distriot wherein the taxpayer ;

resides for collection. This procedure 1is mandatory and - }

must take place before the staiute has run, It was not dono
with this case snd no reason assigned for the failure to:do

so. The walver must have been recelved snd lost in the Com-

—— g —— ot

misaslonert!s office.
!

"This caese was never placed upon the assessment list and |

subsequent to the notlce of additional assessment a feexemina-;

tion was made by the Buresu, the result thereof being reported:
. |
to the taxpayer n June 4, 1927, .
- . I
"The government's action in withholding the case fron

the nssessment 1list could not have been taken iness therév
was a waiver on file.

Thereafter the Commissioner of Internal Revenue directed 3

_1ts fleld agent in New Haven, Connectlout, to meke a furtbér -~
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; examination, The result of thils examination was reported t§‘ 
' the taxpayer and 1t was requested Lo eign an égreoment,tbat‘

b this was a correct determination of the taxpayer's 1iability,l
and on Mey 13, 1927, the taxpaver and the Commissioner of
Intermal Revenue entered into an agreement at the suggestion
of the Commisslioner of Internal Revenue that the net over-
assessment for the yeers above mentioned was $63,864.69. The
report end the signed agreement were forwarded to Washington,
and on June 4, 1927, the texpayer recelived a copy of the re-
port and a letter from the Bureau of Internal Revenue, Wash-
Ington, D. C., the original of which wanp&aoed.on file with
the Commissioner of Internal Revenue and is still on file,

“The original returns in this case show pin marks where

some pepers were attached, and a vhite slip was pinned to one

of the returns, which white slip has thé.following penoiledv
notation -
- "'Viaiver for The Hartford-Conne;ticub Prust:

Company attached to this returan.!

"Wo waiver was attached - nor any explanaéion offered
concerning the white siip.

"During the hesring the trial Commissioner ordered thé
representatives of the Buresu of Internal Revenue to produce
the white cards, supposad to contain records of walvers,
which wes done.

"The white card, which, it was olsimed, contained a rec~

R E o o 2 et e S S| RO ok B
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ord of walvers filed, did not oontaln any record whutavor otjf‘,

the walvers which were later found; in f‘cb;AHOEhing'WhatOYGP{7'

appears on these oards in reference to the véivavq. N
"Taai year we had a hearing on this ola4m‘by a Suﬁoom&
mittee of the Winance Committee oonsiqting oriSQﬁatorsl
Waloott, Byrd and George, and after our hearing Senétoraj
George and Dyrd were very sympathetlo with our olaim, but -
felt that the matter should be referred to the Treaé&ry De?
pertmert for enother report. This was done and the watter
was referred to R. R. Reed, Teohnlecal Advisor‘tb.the Depﬁty
Commissloner of Internal Revenue, We had a opnforenoe'with'
Mr. Reed and he, too, was sympathetlic wlth our)olaim, but
stated that as a msttor of policy, no matter what the faots
were nor how strong the claim was, the Bureau of Internal
Revenue always recommended its rejection, The report was
received back by the Sub-Committee shortly befors the close

of the sessionof Congress, and, becnuse the time was very

short, an unfavorable report was made on it.

"rhe peport from the Treasury Departmenh, dafod March ‘;§3{

25, 1935, which you ‘handed to me on my last visit to Wash—

imgton im most unfalr, The letter states that for the yeara

1921 end 1922 additlonal taxes were found to be aue frou tho‘f'

tazpayer, but wére not assessed and collected due to the ‘

bar of the statute of limitatlons which had operated againat .
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the Government. The taxes that were due-in 1021 and 1922 ‘are:| .
deducted in full from the olalm whioh we are presenting. f».‘i‘hgfy.g‘
. X . ‘ ~,~" o . ) : l,"i i
Government will receive its proper oredlt for these taxes = |
and the Treasury Department knows 1t. . ’
&“»"“
i .
e e - . . o e e -y
.
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_with the Commissioner of Internal Revenue.i There has never .

STATEMENT OF MR, BENEDICT M. HOLDEN,

HART¥ORD; CONNECTIGUT.
gena tor George: WNow, Mr, Holden, you may proooed wifh
your ata£ement. The committee will be glad to hear from youu:
as you wish, Youmight give a brief history of‘tho bill ;hd
the contentions of the clsaimant in respect to 1%.

Mr, Holden: Mr. Cheirman and gentlemen, the amount

involved in the refund 1s $41,914.31. That amouht 1s raachodﬂ
by E&;{;g the Government oredit for all the asaesamenta whidn
1t 1s oclsimed should have been made ané colleoted in 1919

and 1920, which the Government contends are outlawed, aﬁd-J»‘

which we clalm are not outlawed, because the Hartford=-Cone

ST SR — e e g e i

necticut Trust Company signed and filed walvers.
Senator George: For what particular years is this re-~

fund cleimed?

Mr.‘Holden:V It 1s for 1919, 1920'and 1922, -

Senator George: Three years are inﬁéivéd?:

iy, Holden: Yes, From the amount due 1In 1919 should
be deducted the taxes in 1920 and the aubeequent'year émountu
ing to §7,684, After &etermining these taxes, as set fo#th;,f ﬂ;
in this letter, for‘all these various yeara,-the Bureau took f
the position that the net balance due the bank was $41 914 59 :
for these years involved, but they could not make a refund

because there was no weiver for the years in question on file

I N
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been a statement by the Bureeu of Interual Revenue that thh

bank d14 not file a walver, but they took the position thae .

no weiver is in their files for these yeers. "i" | .}zhz

We tried that oese in the Court of CIGimle The Oamﬂiaeif »

e

sioner made a full report, setting out all the détaiis, ‘nd :
also found that we exeocuted a waiver in 1919, énd that yd‘ x

exeocuted other wailvera. The ciroumstanoos,vif I might egnt6¥
them, were that the Commissioner of Internal‘Revenué decidod

that the bank should change 1ts methaieof bookkeeping from

!
i
14
Tt

the mcorusl basis to the cash Lasis. ) @ne time a bank, in dis-

oounhyng a note for $100, would deduct the amount‘Oarﬁed;“
The meker of the note might antioipate the payment by a month

or two, and be entitled to & rebate in the amovunt of 1nterest,

i
which kept the account open, The Bureau of Internal Revenus §

decided they should keep their books on a ocash baéia rathef ,
than on an. acocrual baais. ‘ :

They levied an addtfional agsessment againer the Hartford
Connecticut Trust Company, which immediately protested 1t.
Thereupon an exsminer msde an examination of the bénk, and as }
& result of the first report maede the bank filed an amebqoa ‘r
return for all the years involved, and, as we olalm, 1mme-,~
diately thereafter, and werthink the evidence provés ity the .

secretary of the company executed walvers and delivered

those walvers to the office of the Collector of Internal‘ﬂev?*’

g

enue 1n Hartford.

) .
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At that time 1t was the praotice in that office thut  ’:;_i'
oleims for pefunds, even under rulings of the cirouitAééuﬁfflgi??
of Appeals, must be filed with the Colloator in khe diatfict;“"
and tranamitted from there to the Bureau of Inte?nal Reveénue 1
in Washington. The Supreme Court of the United 3€ateé; in
Justioe Taft's time, ruled that the colleotor was not the f
agent of the Commisslioner to recélve waiveps,vandvﬁhat walvers
must be filed with the Commissioner of Int?rnal Revénub, and
the duty dewlved upon the taxpsyer to see not only that he
executed proper waivers, but tha* they were filed 1ﬁ the
proper place, That ruling came out after all this had oo-
curred. | s

In the triel of the case the president of the bank made

an affidavit and also testified that he had personal knowl-
edge of these walvers being executed, and the secretary of

the vice-president and the seoretary of the bank appeared as

e T et

a witness to give further or,l testimony that she took the
two walvers, when they were properly executed, to‘the offioo:.
of the :Collector of Internal Revenue in Hartford, The ohlef 2‘ 
clerk of the Office of the Collector of Intérnal Revenue in
Hartford stated in the evidence that it wes the practice of f i
the office in Hartford to agoumulate these dosuments of thaﬁ
nature and to put them into an eﬁvelope addressed to the¥C6m§’i
missioner of Internal Revenue 1in Waghington, and that they .

invariably went without a letter of transmittal, 30 they

L ol e e oan AN s A b w
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would be received without a letter of tranasmittal,

by evidenoe, and that olaim having beéh met by‘the Comml 8~

sloner with a statement that there is no walver on file, we

then come to the interesting part of it., This report of the
War ' ‘ ‘ : ‘ '

examiner,Amade and filed June 4, 1927, which wdQ about three -

or four years after the statute of limitatlons, wouid have
automatically closed these ocamses, unless by proper doouments
the oases were kept open, We introduced testimony of men

employed in the Bureau of Internal Revenue %o show the ocom~

mon practice, that when a case 1s sent to the field involving

the expenditure of time snd money in behslf of the Government |- .

to examine the books of a taxpayer, it is the duty of some

one in the Ruresu of Internal Revenue to make sure that when

all that work has been done it will acoomplish a result whioh -

will oroduce something., We olaim it was a serlous derello- -

tion of duty on the part of some one in the Bureau to have

let those cases go to the New Haven office, and it would have

been s serious dereliction on the the part of the New Haven
office to have had three men working off and on for several
years on ceses which would bring no result, eithér to the
taxpayer or to the Government. |

Vlhen they notifled ﬁa, after that result had been

reached, showing a net to the company of some $41,000-plue,.

| o letter came saying that no refund could be made, becauss =

Having made that claim and attempted to substantiate iv

.,‘§ '
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the walvers were not on file with the Commissioner, ‘ - N

The acoountant for the bank went Yo the Buresu of Intéﬁé;

nal Revenue and asked the courtesy of examining the f1les ih};v;
the csses, in connection with some of the Bureau orfioiala;,‘<§
His testimony 1s in the record that they found endless cone ’1
fusion and that the two Bureau men found endless oconfusion g«
in connection with these caées. | i

The Hartford Trust Company in 1919 merged with the Harf- fff
ford-Connectiout Trust Company, in the middle of 1919, making
the third link the liartford-~Convectiout Trust Company. The
Buresu of Internal Kevenue had three files for the Hartford-
Trust Company, the Connectlcut Trust & Safety Deposit Come-
psny, and the Hartford-Conneoticut Trust Company, and dldn't
know one from the ~ther,

At one period during the negotiations a letter ocame to %
the bank steting thst because of the shortness of time, unlasa%
it f1led o walver, they would have to make an additional as- i
sesgment, I assume the Senators are familisr with the law
that the Bureau will send what they ocall a sixtj~day letter,
and 1f the statute of limitatlons 1is approaching the Commis- 'f
sioner will inform the texpsyer that because of the shortness ?
of time he must make aﬁ immediate assessment, making what is
called a "jeopardy" assessment. |

Now, since the time in which the Government could make

an agsessment had expired, they wrote that letter, and the

O
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x



[T rO————

(»

B e

44

F P et e

bank whote back and said: "We have already filed waivoﬁa."‘
What more do you want? We will cooperate and do evorything
you want us to do." They wrote back a meaningleaa latﬂer g
to the company., They didn't sey they didn't have any waiveru,k
but they made the clalm they oould not find the walvers

in the flles, Our ascountant could not find a oopy of hhq'

jetter they wrote themselves, and could not find the first

letter from the Hartford-Connecticut Trust Company whioch en- f

closed the walver for 1219,

A man named Mulligan was delegated. as fhe ohior searohar

for lost pepers, ond he wes allowed ten men a8 his assistanta.(;
Their duty was to search for and £ind, if possible, loat pa~- |
pers which were important %o the proper adjusthent of baxea‘
And alding in that search our accountsnt found a waiver, not

o walver which would help us in that case, but a walver

which they olaimed had never been flled. They found a letter
from the Haptford-Connacticut Trust Company, and they found

a second letter from the trust company to the Government.

E

I produced the chlef clerk of that bureau to find out
how they handled walvers in those days, and he said they
pinned them to these réturns. 1 had a pretty keen feeling

that the officers of that bank, knowing them as I 414, woulq ,

not hsve made the olsim that thet had been done 1if it had -

‘not been done. I have a personal conviection that Col,., Esadon .

i s o e ———— - 450 S e e n e s e aed

3
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and Mr. MoGrath, who is now fhe chief clerk in the colleotor'1‘
. o~ | 2
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office and a very effiolent man, would nob have taatifiod'ni
o . ,

they d1d 4o mishandling any business. So that when the wite |

nesses testifled that the walvers yerp,pinned to the return, o1

I got the ohief judge of the Court of Claims to issue an or= *

der to get the returns, and the Gommissionér told the Court |
of Claims there were pin marks in those returné and they '
6o uld not gilve any reason why those pin marks were there,
unless the walver had been pinned to 1it. And you will not
forget that we did find two walvers.

Then I asked how they kept track of whether there were
walvers there or not. He told me they had black and white
cards. I got another order from the Court to produce the
cards, and I photostated them, and I handed one to the wit-
ness and said, "Here are two weivers from the Hartford-
Connectlcut Trust Company, and theré are the ocerds, Show
me the notatlon on the cards." He examined the ocsrds, and
said, "I oan't find them," I asked him: "Can you explain
147" He could not do 1t. That was a oonditidn of confusion,
That 1s the sworn testimony.

Now, there were the pin marks in the returns and the
ragords, indicating *here must have'been a walver attaohod.
They admitted the faot that two walvers were found in the
rile by our men who helped make the search, They further .
admitted there was no record of the waivera, but they daid

find in _the files some of ‘these cards.

e Tk e ] o s
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Then there is the other signifiaaﬁt fact that, whéﬂ“i

0ase comes to the Bureau and ls sent to'the field for 1ﬁva.¢

tigation, the investigator reports his return, end when 1% °
has been reviewed the taxpayer is notified of fhe roault,
and is glven an opportunity to appeal to the Board of Tax
Appeals or to mocept the result which has been reached by

the men in the fileld.

Before any of'thatamachiﬁery 15 set up in motlon, qpmovi;k.;

one 1n the Buresu of Internal Revenue 1is charged with the

responsibility in seeing that the papers are teohniocally cor-

rect, because they cannot glve away the Government's right
and, of course, they cannot take advantage of the taxpayer.

They have what 1s known as the Technical Section of the

Bureau of Internal Revenue., In those days 1t was under the

supervision of a gentleman named Reld.

I went to the judge again and got an order to compel
the productlon of thet report which was submitted to the
honk snd signed by the president, and I found that the‘
Bureau of Internal Revenue had stamped it "recelived June 8,
1007 distribution center, June 29, 1927; corporation audit
division." Down below blooked off 1s the word "expedite."
Up here in ;encil is the notation, "ir. Reld said O. K. to
close." Up here in pencil "olosed," I say none of‘those'
operntions could have taken place in the Bureau of Internal

S~
r v

i
i

i

¥

Revenue withoﬁt this case being in a position so that either p
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. tween them should be settled, and should be settled in a way . |

the Government would get the additional tax, 1f any were dﬁ&;‘f»‘

or fhe taxpayer would get a refund, if the Treasury ‘had monoy

§

1t was not entitled to keep. That is why we make the appOtl }f_

to the Senate. having first gohe to the Court of Olaima. R
All the facts and ciroumstances show the waivers werei.f}
f1led, end the conduot of the Baresu of Internal Revenue -

shows the case was opened for adjustment, ihioh is plaiply :

within the language of Justlce Brandeis when he sald that all

this could not be just a meaningless form; that the taxpayer

v

and the Government desire that all differences existing be-

i
so that some one should get the benefit of all the work., Jus-:

i

tioe Brandels ssid:
"The parties ocannot have intended to have the
amount of the tax ascertained and to leave the tax-
payer free to pay 1t or not.," |
Thet would be an exfrnvaganf expendlture of government i
funds. The oonduct of the Bureau of Internal Revenue in o
handling that case end making that intensive audit for threé g
years after‘the statute of limitations had run, leads to but
one conclusion in my mind. ’ |

“When the Buresu of Internal Revenue sénda field agenﬁ? ,;
out to examine a taxpayér's books, they sre required under‘

the law, if the oxamin&r is no+ reasonably sure He can oom= "

ol

4
plete 1t and make his re+urn and have it audited and the re~

L T R "
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| ault determined by his suporior berore the etatdte of limihnﬁ\‘fﬂ

_The statute of 1imitationa 1a a technical ]aw,‘and 1s not G‘j F%

hiona has run, to mako ) general assessment, or elao th oxtm-
iner gets = waiver.right there before he begins.,I submie |
that you Senstors have time end time sgain had the queation ‘
put up to you by ollents: "Tha revenue ‘sgent’ 13 here to exaﬁ?
ing the books, nﬂd he domands 8 walver, because he will not

go through the useless motion, unless something oan be.aocomgyiﬁ;

plished."

When we found these pspers were mislald anduoouid‘not
find them, and made that 1ntensive search and found some of
these missing documents, I clalmed in the Court of Cla1ms
ghat ell the facts snd circumstences showed that the v_mivors B

hed been filed. Then I called attention to this letter which

the vice-presidédnt and seoretesry of the bank had writfén say-'
{ng they had filed e walver, and wanted to. cooperate in every%§ﬂ
way, snd to please let them know just what they had to‘do' % )
snd the letter back from the Bureau, whioh didn't say do
anything at all, didn't say to file a walver, bﬁtljust apol- L"
ogizud for having writ: en the previous 1otter. 1 said‘in’, '
the Corurt of Claims thst letier Iin ifself, if there was & dﬂ
tax due the United States Government of $50;000 from the ’
Hartford-Connecticut Trust Company, I sinerelv believed any ,
court would have held the bank had walved its right by wr1t~ ;

ing that letter saying they would cooperate 1in any way.

e i PrTRpe - ———e
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looked upon with favor., A man ahould pay his bills, the Gov-

ernment as well na the 1nd4vidual. I would be very skepticnl
of the abllity of sny lawyer to impress upon a oourt that -
his ¢lient did not intend to toll the atatute whon he wrote

that 1etter seying he would do anything the Govornment

‘thought was proper.

Senstor Capper: This is a letter fr&m the T?eaéufy 
Department, in which they say:

"I+ frequently happens that e taxpayer finds him-
self barred by the operation of the statute of limlta-
tions from securing a refund of an amount of tax
pald in excess of what was due. In such csases, the
texpayer often feels that he 1s entitled to get back
the amount overpsld, notwithstanding the running‘éf
the stetute of limitations, end bills are often in-
troduced in Congress, sesking refllef. The ground
for relief asserted is always that the amount of tax
was in fact overpsnid and that 1t is unjust for the
Government to retein the money, After deliberate
consideration, the answer of the department héa'in;
variably been that to'grant relief in this tyne of
case would be contrary to the policy of the statute
of limitations and would open the door of relief in

cases where the statute opersted to the prejudice

_of a partioulsr taxpayer, while leaving the door
\-.
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olosed to the Government in those oaaep'in whioch tho
statute opernted to the disadvantage of the Govern=

ment, The position whigh the departmgnt'hea téken

and which Congress has sanctioned, is that it 1s
sound to heave statutes orilimitatlona and. that. the

policy upon which suoh statutes are besed must be

A
- — i e

adhered to, notwitbstending hardehip: dn o partioular -
' ‘ A . ,P . R A

case,"

ai 0 dm—

e .
what would,the reason why this particular oclaimant ’

18 entltled to speciel consideration that would not he glven

e s A S+

in o greet man§ other cases where there were clslms by“raa—
son of the running of the statute of limltatlions?

Mr. Holden: First, we claim waivers were filed.

Senstor George: You aee, Senator Capper, 1f the Qaivéra |
‘were, in fact, filed, this cleim would not be barred by the
statute. So the whole question is really whether the walv-

ers were actually filed., It is the contention of this clalme

o ——— i o it e s e

ant that 1t flled these waivers, and thet in the confused

i
§
1

state of the office at that timn they were detached from the' i

papers snd not filed in the proper plsce. '

ing this cese as it did, must hsve had knbﬁledge that the fax-‘

payer had waived the statute of limitations. I went to resad

i
;
3
|
Mr. Holden: That is true; and thet the Bureau, in treate
i
i
f
2
§
into the record, so as to save the Senstors the time of going’?

through the testimony in the Cour: of Claims, the testimony E'

-
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of Mr. §. E. Mulligan, who was employed in the Bureau of ~

Internal Revenue, With your permission, I will redd¢1g 1ﬁ.“:;§g

S8enator George: Was he employed here?;

i MR. HOLDEN: Yes, The case wes tried'iﬁ.Waathgtoh;

% and in every instence these men were very relubﬁsnt. They _fl
| did not like to testify egainst the quernﬁent}

"Q In the case where the amended returnlianiled'bQQ "f;
fore the statute of limitations runs, 1f‘you wanted waivaré |
you would ask for them, wouldn't you?

"A If we dldn't have time to meke an assessment 6ﬁ ‘ '} s
the amended return, after s thorough sudlt, wo'iouldvprobabiy"'
ask the taxpeyer to file a waiver. .

; "Q  But suppose the only year that was berred at the

time of your audit was the year in which you ocould make an' .

additional assessment,
"A  The whole case would go to the field just the Same:‘
46 "Q Yes, but you would ask for a walver or oonsent?
"A  Or else make an immediste assessment on the a@diﬁ;”{“'
Wow, Senators, we got a letter stating the statuto‘vas: .
ebout to run and they must make an immedis te assesﬁmeﬁ§g ”W§ +
claim we filed a walver, and they did not make an'immodiatq{t:
sssessment, Why they did not I am unable to tell. The sﬁht-‘i' 

T ’ute is @andatory in that respect. , |
Senator éapper: Who mede tﬁosevstaﬁé%eﬁés yéu{juéﬁ.:. |

_reed?

,..‘...;,.j:.. .
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Mr. Holden: T, E. Mulligan,

Senator Capper: Who was he?

4

Mr, Holden: He was employed in the Buresu of Iﬂtérnﬁi“:

Revenue as s sub-chief in one of the seatidna‘hére'in Waéh;'f-r-"

ington, \

Senator Capper: 1Is he in the bureau now?

Mr. Holden: I do not know., I just subpoenaed him anﬂ‘.?

brought him over there.

I slso ocall your sttention to the testimony of~Riohardffﬂ 1

T, McAllister, also employed in the Bureaut

" I now hand you texpayer's return of the
Connecticut Trust & Deposit Company for the period
Jenusary 1, 1919, to July 19, 1919, and ask you to
examine this, and first, if you find any'iﬁdiottion
on this return of a waiver having been fil@d, énd
30 as to avold confusion I might call your atten-
tion to the fact that a walvor is attached, but I
say any Indication on the return, stémped nétatioh
or dtherwise. | |

"A Yo, sip.

"Q And yet there. is e welver attached to those -

papers?

"A  The waiver attached is for the Hartfohd-Con-. .

necticut Trust Cowpany; Cv ’j. ;J
"Q Well, a walver is attaohed? AT
o BEE e

‘a
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L No, sir., A

ter?
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"A A waivar 1s attaobod.\,
. "Q. Thepe 18 no indieaetion on’ the papor 1%3&1:

thet a weiver was attaohed? o ff';j?égig [ o

v

g After 1t was sent from the distribution oan-."

[
.

"A I misunderstood your question, I'thdughtfyou..'ff

meent on 1ts reception in the Bureau, Whén if’firdt‘,x‘fj_

comes in it 1s first sent to the Distriot file having
that district. Then they look up this white control

sard., If the return is not in the file he. sonda 1t

a
v

to where the oase is for aotion, R L  ?w;f~

"Q Show, if you ocan, anything on that waivai

which would indicate to any one in the Bureau that the

proper record has been made of its reception."

Then over here, the testimony of Mr. MoAllister sgein: | i

"Q You would expect if there was a’paiﬁer'filedj,”“

that 1t would bhe recorded on that dard?

"A That was the procedure if the waiver,was sent -
in the regulsr way. | |

"Q Then show me the reoorqvon thoae'oardé‘or a
walver already,on file.

"g  They do not sppear here."
Now then, just a question by the Commissioner:

"Q Do you _mean +o tell me that the Burouu ot

A o vt
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‘Here is some move of the t#stimoﬁy of e MoAllister:

o ¥ b 1 s

Internal Revenue does not keep a dooket or sote sim&lar rco~ wfj

Ll to 1nd1°9t° ‘V9r3thiﬂs ‘that has been done in oaan
partiqular case? ' .
"\ They 46 not."

Now, Riobard T, MoAllister was employad in hhe Buroau.

"Q I heand you an original return and papers '
connected with 1t and aak you tq,identify thert, »

"A The one on top is the July, 1919 fisecal _" ; f
from January 1, 1910 to July 10, 1919 of the Hertford-
Connecticut Trust Company, .

"Q The other papers in there are all oconnected
with that return?

"A Yes. One is marked 'corrected returnl.

"Q I went you to exemine them and see if you
fird on any of those papers an indication of a waiﬁor
having been filed. |

(kitness examines papers.)
Isn't there an indication of a walver?

"A I have to look af 1t ell. There is a lot to
this,

"Q Look at the ﬁop. Vihat does 1t say”

"A "waiver for Hartford«Conneotiout Trust Gompany‘
a*tached ‘o this return. |

"Q _Where 1s 1¢7 Is it attached?

S e
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"A No, sir. -,

"Q Will you hand those papers to the Oommiusiéunr

B 'w ) R ,# c:
,g": « [N . . g

for his examination?

A The wi+ness doos 8Q. :H‘A ) ‘,;_,~ o :' ,
‘"py’ CommissﬂOheb Elmore-‘ e ‘
“- - . "Q The memo*ie e small sheet of foipe~papqr

‘\p

¥ ' .
) pinned to the return on which 1§ penoiled éhe notatiou J

Fs]
il

whioch you read before?

"A Yes, attached to the return,"

Senators, what he read before was: "Waiver for Hartfordd,‘

Connecticut Trust Company aftached to this return,”

Senator Lonergan: But the waiver was lost?

lir. Holden: The walver must have been lost.
Senator Cspper: In this feport from the Qreasury De~
partment I find this stetemené: '

"These waivers, if filed, would have extended ‘
the perfod within which a olsim could be filed for
the years in question, The special findiﬁga of
fact of the Court of Claims on this oase étaféd in
part as follows: | : ,

"1There 1s nothing in the record of thé‘offipé.
of the ocollector at Hartford to show khat»thesé,
walvers were ever recelved by thé col}eotor;Agnd

there 1s no proof that they were tranémihted fo

the Commissioner of Intérnal Revenue at Waahington.,,f?f .f

. - LT
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* the weivers had been filed.
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Nor is there any proof that the walvers wereffiled ;n hho  £
Commissioner's offlce.’ ’ | “

"The attention of the oommiﬁteo‘;s inyiﬁeq}to thp_fﬁp@,A;;t
that the Bill, S. 2044, as introduced would aufborizeLanaf' k
direot the Commissioner of Internal Revenue to reoeivo oon-.‘
sider and determine, 1n accordance with 1aw, but without re- R
gard to eny statute of limltetions, any olaim filed not later
than six months after the passage of the amet, for the refund"
of income and profits taxes erroneously oollooﬁed from the
Hartford-Connecticut Trust Company for the year841919 fo' o
1923, inclusive,"

What effort was made to call on the Secretary of the
Treasury, before he made thls report, as to the fact of thaﬁ P
waiver being filled? ' | . |

Mr, Holden: The Secretary of the Treasury?

Senator Capper: Yes, He says there was no evidence

v ——

of any waiver having been filed, In fact, that was the
statement of the Court of Claims, I wondered whether any
effort had>been made to take thé metter up with the Secretary
of the Treasury, following the declsion of tbe'Court of

Cleims, and attempt to estebllsh, as yoﬁ are doing here,'that‘

Mr, Holden: Mr. Myers was then assistant to ‘the Con-v

missioner. They received a letter -- I think Mr. Myer: is

still in Washington -~ stating 1in substunop;'w”lt is a shame,’| :
N SRR A

Nl
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but there isn't anything this offloce oan do. The ﬁaiverﬂaﬁ;;@'

. i not here."
f The Court of Claims found as follows: . , |
"On September 8, 1928, the plainﬁiff by ita 71ooy‘Lf3L
president, exeocuted welvers for the‘yeare 1919 an& ‘
1920, These waivers were dellvered by plainbiff'a
! vioce-president to h‘s seoretary with 1nstructions to
file them with the Collector of Internal Revenue at Alf Z;
Hartford. The following day the seofeﬁary to plein- ”
t1rff's vice-president took the walvers to the offloe
of the Collector of Internal Revenue at Hartford'énd‘
handed them to the personal secretary of the ocollsotor.
It was the practice of that office when waivers were
delivered +to 1t, if they contained the numerals dosig-
naeting the case in the Bureau of Internal Revenue at
Wiashington, to put the waivers in an envel&pe,mplaco.

the numerals thereon, and forward them by meil to the

Commissioner of Internal Revenue without a'letter of

transmittal; but if the waivems did not ocontein said

P A,

numerals, they were forwarded with a letter of trans-
. ' mif tal," ‘ '
i | our letters did oontain the numerals. Jéhen th.Court
seld:

"There is nothing in the records of the oolleotdr

at Hartford to show that theae walvers were ever re-

e W S W St esery Y fhecas o e e o e P LR TN

| LIRS I

L




T S T | ST et

G U —— - 3&

ceived by the oolleotor, and hhere 1s no proof that

they were transmitted +o the Commiaaionor of Intdrnal

Revenue at Washiﬂgton. Nor‘is tharg anygproor that .

the waivers were filed in the Commiasioner's office."
' X ' : ’ . . Y . 5 : . .

And the Court fupther said:

"on July 16, 1927 the Oommissioﬁer of Ihternal
Revenue wrote the plaintiff in reference to the report
of the field agent, set out in the foregoing finding;
in which letter he stated: |

"1ynder the provisions of Section 284(d)(1) no
refund may he allowed after four yesrs from the timé
the tax was paid or after five yesrs from the time
the peturn wes due, unless before the expiration of
these periods, a clalm has been f1led, 1t is noted

that your claims for refund were filed on March 12,

1927, after the explration of the periods indicsted. .

Therefore, the allowences for 1919 end 1920 are iim-
t1ted to the amount of the additlonal faxes Assessed
in October, 1924, your cleims having been filed with-
in four years from the time the additional taxes were

paid."

They did pey a refund of three or four hundred dollars, - :

which was a very small portion of the amount olalmed, The

Court of Claims further sald:

"001lect0rs of 1nterna1 revenue have no duty to

[
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perform with reference to waiver- and they ebé‘not au—iﬁ

ll

thorized by the statute or regulafiéns to rooeivo and

file waivera for the Commisaioner. Tbe delivery of

o

a weiver to the office of a oollector or 1nternal rev~

gk )

:a’

So, you see, Senator Capper, that in order to pre?aii

in gourt I would have to ask the judge to draw an inference |

from sn inference. T knféw what I was up against. You see,

there could be an inference that the Collector of Internal

Revenue performed his duty. Then, having drawn that 1nferen§é

we must draw the inference from that that the paper was re-
celved in tho office to which 1t had been directed. I ocould
gee there was s broken link in the shain, Nevertheless, i'
felt 1t my duty to the Congress to exhaust ali reme@iOs in
court, even though I had %o tell my client we would have to
draw an inference upon an inference. You can see that right
away. ‘e

Senator George: Yes.

Senator Capper: Whst was the date of the opinion of

the Court of Claims?

Mr. Holden: May 2, 1932, And might I call your atten- :

tion *o the finding of the Commissioner who heard the testie

mony? This caée was fully tried before the Comﬁissioner.

‘"“ﬁggg”}gmggggyb;pg that he sald, The commiasidhor‘round o

enue 1a thereforv not 8 flling of: the walver w1hh1ﬂ ,”x;;:

the meaning of the statute under eonsideration. . ’LﬁgJ

o
L
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turn

lost

the testimony of Mr. McAllister:

e o bt e e e oA e e % W ador 108 e
-

was tremendous oonfuaion in the bureau at that time, TZ?:

ald: T

"T4 was the custom in the bureau previoua to 1928.l

when a walver was recelved,

L3

return, stampling on the return receip% or tho waivor.

v

Leter the rule was changed and the movements of the re-

turn were stamped upon a white oard,
in the file, and the walver was then gent to the propgr
district file, When this latter system was adopted |
walvers which were previously attached to returﬂs:werQ
not disturbed. No record was found in the bureau, |

elthor on the returns or cards, of the filing by piain-

tiff of walvers for 1919, 1920, and 1921." :
Yot we show that there was no waiver attached

we produced. Ve olaim these walvers werse f1led and

by the bursau.

Jne more thing and 1 am through, Again I quote from -

"Q And if the walver was taken from the return

for any resson, there has been no change in the nota-

.tlon sttached to the retufﬁ wﬁioh’fjhégdedzyopyfhas
there?

g Vo change in the note?

"Q Yes.

A Moo .

to the re-

g;
o

whioh was retainod 1

to ‘attaoh 1t to the. taxpayér'# ’

g

-

A
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"Q The note still reads that the waivar 1s utu'
tached to the return and you oannot find the waiver;

Sae
f

is that oorreot? S ey e ‘;

sar 1 remembor, that 4s the 1919 return.):;f?l'“

"Q But 1sn't 1t correct that you cannot find .
the waiver?

"A  Whet walver? |

1Q T do mot know. The welver that that paper.
refers to. , | ‘

"A I do not see it attached to this returﬁ.

"Q I sm referring to the pencil note attaohad
to the original return which ststes that a waiver 1d
on file, o

"pA I do not recognize this at all.

"Q  You never saw 1%2

"A  That would not mean anything to me in‘my ef-
forts to find a waiver,."

Then a question by the Commisaioner:

"o Could that notation have gotten oﬁ?ghose
papers in that return by some mesns other tﬁah wa .
person employed in the unit? R o

"A T could not say that."

Then a question bj myselft f
"Q Well, would you say it would be'likelyltoibb§fl

that?

P
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__Revenue of the Treasury Department, that he. was adviaed rron SN

"A I could not say." | R

Thet means that they J@gt;plqahéQ’;5norﬁn5é;¥gnd'ﬁﬁi@fgf'
was all there Q?s to 1it. | | -
Senator quperz It has been\two yenns now bigo¥.that‘*
proceeding in the Court of Glaims. Why the delay in bringu"’
ing 1t to Congress? ‘ L .
Mr, Holden: It was brought to the last Cpbgress,

Senator George: It was introduced in the last Congreas

by Senator Walcotti They hed a hearing before a suboommiﬁteq;

I do not think it went further than that,
MR, Holden: The subcommittee did not report. The let- .

ter to Senator Lonergen sdld they did, tut they did ﬁot.

In a similer matter, in the Kaminski case, Senator Byrnoé

sald on the floor of the Senate: -

"Phis b11l arises out of the payment of taxes by . ,'_;

H. Kaninskl & Company, a partnership; the Kaminikl Hard-

a corporstion, The Treasury Department states that thero was

an overassessment of taxes, They take the pqsition, hqwever,a

that the ckim was filed too late, and that it 1= barvz"edﬁ by the!

statute of limitstions.

"Phat 1s s correct statement, in that the formel olaim . -

t

was filed too late. The taxpayer has shown to the committee

that he wes in correspondenoe with the Bureau of Lnternal

i
I

’ b

waré Coumpany, a vsrtnership; and the Carolina Havdwaro Company, f

wa———
"

' . -

* . - LN
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time to time that the olalm for repayment wns‘undor oonsidbra

ation and, because he was S0 advised ‘he a1d not make rormal
olaim. He considered that hls request for payment waa sufn ‘

fielent claim."

Senator MoKellar:stated: "But the Treasﬁry.nepartment"

' yeports the bill unfavorably." - .

Senator Byrnes replied: "It reports the bill unfavor-

ably, as the /Senator will see if he will read the letter ’{‘°
of the Department, solely because of the faot that the olaim |
was Tiled after the time for filing claims had e;pired, and ;
f the Treasury told the taxpayer 1t must come and seék apecial "
" N relief becauseé, under the law, they did not havekthe right .
to grant it." |

That was the position of Mr. Blair at that time.

Jenator Lonergan: What is the date of that fecofd?u

Mr. Holden: March 29, 1935, page 4849 of the Coﬁgressf:
fonal Reconrd. o

Sena tor Capper: Where did that take plaoe?'

Mp, Holden: In the Senste,

' f_ Senstor George: Thert was snother bill 6f.aimiia§ chare- -
. acter. | | |
| Mr., Holden: Sensator Mokellar also said:‘i"it 1s also
stated in the report that thls ocase 1s no diffefent from
many, many other cases of a similar kind,‘so that this would

3 be an open invitation to file many other olaims- would 1%

,‘......—e"..-..uw»w~---.....w..«& e o AT b e
s wnre e -t e
ra
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not?"
Senator Byrnes:replied: "If that were true, I should
be dlsposed to agree with the Senstor; but if the Senator -

will read the statement in the report he will see that this

claim is unlike others, in that the taxpayer was continuously

corresponding with the department snd waking a olalm 1infor-
mally, as the department ssys, for a refund cf the taxes,
Therefore, 1t i1s not like the other cases whore no claim at 37
all has been made., The taxpayer was misled into bellieving
that he hed filed a sufficlent claim," |

The bill passed. Certainly, we were misled, for we
said: "If we have not done enough, tell us what to do."
This 1s not a case of an enterprising lewyer or acoountant

dug up by them, after suditing the books. It is not a

cleim in the nature of a raid upon the Treasury., It is a - P

caso where the Government readjusted the bookkeeping system °
of the bank, snd the Commissioner of Internal Revenue filed
his report étating the correct adjustment of these taxes,
withont help from us and without our request.,

We claim that all through these proceedings we were ink"

constant touch with the bureau, snd believe to this day that

we filed these waivers, I think the Court of Claims would ”V%’g

have been absclutely warranted in finding that waivers had

been on file. If I were a judge of the Court of Claims ~- )

perhaps I -would not be a good judge, but if I were one -

.

v
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1t seems to me, if the Commissioner of Intevnal ReVonue
should pursue a course for three years auoh as ho purnued 1nj

this ocase in the sottlement of a tax 1lability of a oitzoh, ‘

T would assume that governmental agenoy wag aoting undor thn;f

1aw, and that the results whioch were reached would benefit
some one, elther the Government or the‘taxpayar.‘ I would be

very reluotant to belleve it was juét a meaningless gesture,

Senator Capper: Thething 4o overcome is this finding of | .

the Court of Claims:

"Phere 1s nothing in the records of the orficer
of the oolleotor at Hartford to show that fhese |
walvers were ever received by the collestor, end
there 1s no proof that they were transmitted to |
the Commissioner of Intermal Reverue at‘wﬁéhingtoh.,
Yor is there any proof that the waivers were filed -
in the Commissioner's office." ' |
It 1s pretty hard to get\around thaﬁ, it seemé ﬁolhaéﬂ‘

That is the finding of the Court of Claims, |
Mr., Holden: I wonder if we are not at oross~-purposes.
Senator Capper: Evidently, the decision of the Seore-
tary of the Treasury is based upon that. |
Senator George: Yes; the deoislon of the Seoretary of
the Treasury 1s based uron fhnt.

‘Ur, Holden: The Court of Claims found there wes no o

duty on the part of the oolleoﬁor to reooive those olalma o

P
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or to do anything with tham, but 1t was rho oommon praohiot
to file bhem with the Collector at thaf time, untll ehe

Supreme Court ‘decided 1t was unlawful to do it. Thia oaso

was déolded in 1932, We took 1t up with the Bureau. or Intar,, -

nal Reveénue for a year before we took 1t to the Gourt or

Clalms.

We quite agree there 1s nothing In the record of th@

collector in Hartford that will show that he received those l

waivers, and there was no duty on him to keep such a record; |.

but the collector's chief clerk, Mr, MoGrath, testifiedﬁiﬁ

was the custom to receive olaims for refund, and when they

contained the proper numerals they were placedVin‘an;6$§ein»f

ope and sent to Washington with no letter of‘trgnsmiﬁﬁqi;
That was the finding of the Court of Claims, There must’

have been a duty on the Commissioner of Internal Ravéﬁ@g to

keep a record. I olaim that we proved to the Court aanpg- f; Vi

tablished by the evidenoe that it was the oustom t6 pin the

walver to the original return in those early days. I found

the pin marks in the return, I found the slip, I would notyv ,’

say it was dramatio, but I got an order from the Chlef Judge

of the Court of Claims to produce the original, and the man

from the buresu osme over, and no one was more surprised than |
« ” oy

I was when he produced one of the white slips.

0f course, there 1s no record, Senator.. We’oléim we

'v. LN I

_aid file waivers, We did find walvers in the depprtmenta@%;,ﬁ -

N
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o . read the testimony in regnrd to that, One was pinned to @ i
f"‘ § rehurn. But you Oannot rind a rooord of thq walver whieh
: | . "
| they found and produoed in bringing 1n tbeae oards. Thd”
|
| fact ‘that the records were not kept vy the bureau cannot
i _ ’ o
. Dbe charged to the taxpayer.‘
: Senator Lonergan: Do you want to put this photoatatio -
' oopy in the record? L |
! . ‘ o N f a ’ '
g Mr, Holden: I think I will leave that with you, and
' these cards, W, ;'3 S :; .
; Senator George: They may: be tnoorporated in the raoord
I P . b " "y R oo ~w"$vg g
K at thiﬂ pOin'b ) . ' | K "’ D I L ’ §. "
® i (The documents referred to are here set forth 1n full "
% as follows:)
) )
| i
¢ 5
|
v
|
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Z Mr. Holden: - There 1s>i*6hié’in whsdh“the;ﬁoafa 6£f§kif§} ;;
Appeels was reversed. by the 01rou1h Gourt of Appeala 1n ﬁowé‘ ?:
é, York, involving some $49,000. A qlaim was a refund was . maab~ %:
; on the office of the Collector of Internal Revenue,’ and ah“ ti‘
% attempt was made to get 8 reoeipt, but they 00u1d not get ‘4?&
% him to give a receipt. It 1a ocommon knowlodge bhat 1f you Tit
% ask the buresu tuey will tell you they w111 not give you a “"jg
% receipt. You msy say, "I went to file s olaimafor rerund.lA iﬁ
Give me a receipt. You will be 1nfornod that thoy do not f
give a vreceipt. Maybe 1t 1s a wlse praofioo, I don't knov. ' :
: Senator George: 1Is there,anything else you w;pt‘tpwput.::f;
i in the record? | o | - ?Z
‘ Mp, Holden: I think not. 5“«'
% Senntor George: Senator Lonergan, 1é‘thére‘anythipg&;‘
? you would like to put in the record? L
i Senator Lonergan: Wo, Mr, Holden has oovpéed'fbe_césq fif
; qﬁite fully. .‘ | | | i
? Senstor George: Then that oloses the hearing. 3
(Whereupon, at 4 otclock p, m., the hearing was %;
? consluded,) | - 33
5‘ —
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Court of Claims of the United States
No. K-23

(Filed Hirgg ], lvst )

HARTFORD-CONNECTICUT TRUST COMPANY v. THE
UNITED STATES

REPORT OF COMMISSIONER

To the honorable the Crige Jestier axn Associare Jinaes oF THE

Covrr or Crares oF tie Usiren Srares:

Pursnant to the ovder of veference in the above-entitled eanse, the
parties having closed proof. your commissioner reports the faets as
follows : 2t

L Plaintift, the Hortford-Connecticut I'rast Company, is a_cor-
poration organized and existing under the bunking luws of the
Stite of Connectient. having its nrineipal place of busfness'in Hart-
ford, Conneetient. By an aet of the General Assembly of Connecti-
eut the Hartford ‘Trust Compnny aid the Councetieut Trust andd
Sufe Deposit Company were contolidated, and the plaintiff, as its

sweessor, was authorvized to assuine all linbilities el take Posses-

sion of all the assets of suld compunios, » -

2. The said Hartford ‘Trus l'mn’pun_\' wax a banking corpora-
tion chartered by the Generyl Assembly of Connecticnt laving its
principal place of business in Hartford in said State. The Con-
neeticut “Frost and Safe Deposit Company was likewise chartered
by the General Assemibily of Comvectient and has its principal place
of husiness i Hartfoprd,

B The Hartford Trost Company and the Conneeticut T'rust and
Nate Deposit Company filed soprrate ineome tax returns for the
first half of the yene 1919, ending July 1oth. Plaintitt on May 14,
1920, after consolidation, filed its retnen covering the period from
July 200 1919, to December 31, 1919, and paid $9.895.13 as taxes
thereon as follows: ¥2473.75 on May {4, 1920, $2.473.75 on June 1,
H20, $24T8.75 on September 15, 1920, and $2.473.79 on Docembor
15. 1920.

£ On or about Mareh 15, 1921, plaintiff filed its tax return for
the year ended Devember 31, 1920, and paid $GLTIA I taxes thereon
as follows: RIG1TST8 on Mareh 15, 1921, $16.178.78 on July 1, 1921,
SIGITSTN on September 16, 1921, and $16.173.57 on December 15,
1921,

91727-—31
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5. I October, 1921, an additional gax was assessd against pliin-
G for the yeur 9 in the sim of RE00.27, of which ST2TEDT was
prdcd by Bt i ensh on Novewbor B, 1920, and $3103.230 wa~ abated by
the commissioner on Febrary 25, 1925 On October 5, 1927, the
comntissioner refunded to plad Gl the <aid ann of ST2TEOT A
additiona! tux was also nseessod against plaintilf for 120 mmounting
fo $2,665.86, %2.215,00 of which plaintill pricd oo November 15, 1924
SUIT.86 was abated by (he commi-sioner on 15 beraes e 102050 and
the said s of 8220500 was pefund =1 o pladecE on Novenber HL
1947,

€. On Novemher w20 1924, the Bysess o0 Trternal Revenne
wldvessel] the following otter to plaintifl:

“An andit of your income-tas return for the period Janury 1 to
July 19, 1919, in connection with an examination of your hooks of
pecomt and records, diseloses n defieieney in tax amounting to
$2,861.28, ax shown in the attached statement.”

The statement sttnched thereto reads as follows:

“Sannnry 1o July 19, 1910~ Deficiency in tax, $2.861.28,

“This additional (ax results from the adjustnents <hown in the
revente agent’s reports dated August 29 and Oetoher £S5, 1924

“ T you protest against the determination of the deficiencey, the
brreau desives to proceed in the resular muoner to the consideration
of any information submitted by yono However, the statutory pe-
viod within which the commissioner muy assess additional taxes for
the year 1919 will expire presentiye and in order to avoid the neces-
site” of making an asessment prior o sneh consideration, it is
requested that you sign ad return to this offiee the enelosed form of
walver, ‘

7. On December 9, 1924, plaintifl exeented a waiver covering the
enlendur year 1919, whieh it filed with the Connissioner of Internal
Revenue, oxtending the period of assessment for one year after the
expirntion of the statutory peviod, or until May 14, 1926,

8 On Junuarey 12, 1925, letter wax written by the office of the
Commissioner of Internal Revenue to the plaintiff advising that an
pxaminntion of-its hooks and vecords for the period Jamiary 1 o
July 19, 1919, had diselosed u deficieney of $7.92050. as shown in the
uttached statement, which letter is here guoted:

“Phe determination of vour income-tax linbility for the perimd
Jannary 1 to July 190 1919, prrstant 1o an examination of vour
hooks of gecount wnl vecords, as sot Torth in oflice tettor dutedl
November 220 1924, disclosed w0 deficieney i tax amounting o
BT921,.50 a« shown in the attached statement,

s aeeordanee with the provi<ions of section 271 of e revenne
act of 1921 von are allowed 60 day- from the date of this letter
within whieh to file an appeal to the Board of Tax Appeals contest-
P fiowhole or in part the correetness of this determination,

S Where a taxpayer has heen given s opportunity (o appeal to
the Board of Tax Appeals and has not done o within the 60 days
preseribed and un nssessment has heen mesde, or wherve a4 taxpayoer
biars np'w:tlml amd an nssessment in aceordanee with (e final desizion
s sueh appeal has been made, no elaim i shatement Snovepect of
any part of the deficieney will be entertained,

S L von aeguiesee in (his detormination and do ot desiee (o file
HAY :I|l])l'n|. Yot are I'('([Hl‘l-'((‘(‘ to ~i;:n Hw enclosed sereetnent consent-
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ing to the assessment of the deficiency and Torward it to the Commis-
sioner of Interiml Revenue, Washington, D, C., for the uttention of
IT: CA-2015-6. In the evem that you aequiesee in a part of the
determination, the agreement shonlil he excented with' respeet to
the items ngerend (o,"

To this Tetter wis attached an agreement, known as Form A, as
follows

* The undersigaed suspuyer herehy waives the right of append
under section 274 (a) of (hé revenue et of 1924 with respeet to the
items listed helow and consents to {he inmmedinte assessment of (he
deficiency in tux resulting therefrom,  These items ave included in g
deficieney in tax aggrogating $7920.50 as indicated by Jotter from
the Commissioner of Internnl Revenuo, Washington, "D, (., iated
dine 1201925, heaving the symbols 17 CA-2115-6, or ns indiented in
the report of the Revenue Agent in Charge nt <—— dateg - —n

Sni«ll letter also fid atinehed  thereta e tatement referrad (o
above, us follows ;

“In ve: Hintford-Connectiont Trust Co, Stecessors o Hartford
Trist Co 7o Matn Street, Har ford, Conn,

Slpcicney lutue

Sy e uly 10 100, $7.92150, »

*The oversssesannt of 214139, vecatnniended by Gie peyepe
agent in his veport duted Octohier 1, 1924, has been chunged 1o an
additional tnx o f 3702050 dne (o the following ndjustment.:

Net taxable jicumie repotfed by ety s ememen 0 STOD, TTL B4
* No ehange,
tnvested eapitis 1epunton by-gemtoooao, L. . L. cem e FOUSE 000,00
NN )
U3 0 1057 overaesaasiiebia, e - BT, BT
Aot shown vy g, L Cwtn e e e 1. 008 i

1527, 08

e v e

LUsh, 171,05
Tuss ;

Innedmissibies protanag by wwsemt L e 1,00, B
Inialidsbies poor el By otllee, bodhy overiyaoss
MeRt T bt vear sl ible et PR FIRELTY P PN
. B LKy
Adjuste dpvesred oapine Se e e oo LUUNS 17098
Lvested enpitio jos 00 300 oy, P . . 100418, 55

Nl ivested ooy . I .
Exemption 199 den o SRO00 gy . e

ENeess profive ey

Exvess pratits 1y e e el N
icome tax at 1o, .. .-
Tax it ahile e e .. o IS 1T 52
Previonsty nasesaed ne < own by noemt IS 20s 0
Previoushy sissessed s shown hy tenrns .. e - ), 226, 02
Deficivny 'wonox L . TN 50

“LEyou pratesi against the determination of the deticiency, the
burcan desives ¢, preceed iy he regilar manner to the considera-
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tions of any information submitted by veu,  However, the statutory
period within which the comissioner may assess wlditional taxes
for the year 1919 will expive presently. and in order to avoid the
neeessity of making an assessient prioy (o sueh consideration, it
is requested that you sign and retuen to this ofliee the enelosed Torm
of waiver,”

Plaintift replicd on Jdanuney Bith as follows:

* Wonre in recoipt of lotter dated Jammry 12, 1925, cgned D, H,
Blair, commissioner, by W0 Go Bright, deputy connnissioner, in
which you send to ux eertain agreoments consenting o assesstuent
of deficieney and also statement in which vou state that the defi-
cieniey in tax was 8702050 for the period Jannaey 1 oto Jdnly 19,
IED, You also state that if we consent to the extension of time for
examitmtion by your department that we shonld <ign and vetnen
the inclosed waiver, We note that there i no form of waiver ae.
companying the fetter, but in o <imilar feder recvived from your
department dited November 220 (924, there was o form of waiver
whieh was duly signed amd vetuened to yore department on Decem-
hor 90 e, agrecing to the extension of time. Therefore, we do
ot tnderstmind why we Shionld vecsive a -veoml Tetter,

I possibles will vonc kinedly inforin us 00 there i anvthing ol
that venr wish v to do i redation to the oeaen”

00 Septenther S, B0 watvers for 1908 (020, aanl Pedd wepe
exeetited by plaintils viee president, and the Tutter’ s soeretary per-
sonadly delivered thent to the ~eeretary of the collector of irterpal
reveie in Hartford, Contectient, at his ofice. [0 was the psetice
of that oflice when waivers were delivered to it 0 they contained
the nomerals designating the cee G put the wadvers ncan envelnpe,
plive the numersts thereon and forsweed them byl to the Come
wieioner of Tnterun! Revente withont a beher of tranomital s hat 3
the waiver i not eaniain said mmeeats, they were forvarded wiih

a it of drgcaninal,

said o waivers rend ne foilowss :
S CF DR LIS
VOUNGEAE AND PROFIFSSTON WA E P TN PR YA Dh D il
TOOAANT ALY 1, ruur

o peesianee of e provisions of esing intorned veve e s
Cie HartTord -Connectiont Trast Compuny, w Gazpaser of Haetiord,
County of Hartford, Copnectiont, and the Commissioier of Diternal
Bevenue hereby waive the tine preseribed by faw for nmking any
assesstent of the amonnt of jncoibe, exeess-profit<, or war-profits
Guoves dne urder any retinen tnade by o ow behalf of bt masoayer
for the vear cor vears) December 310 9190 mnder exi<ting revenae
el s, o l”hi('l' i)l‘i‘ﬂ' Pevetite et

*This waiver of e thae Qo making any as-essinent as atoresabl
sLotl yomnin inelfeet gyl Decenher 310260 and <iadl then exe
pite eseept that i a notiee of wodeficieney n tay is sont to said tax.
piver by registered madl hefore <aid date and (1) no appeal is 1iled
therefvom with the United States Board of Tax Appeals then saiild
date stall be exstended <isty daysoor () 0 any appeal 1= filed with
said board then said date <hall be extewded by the mmoher of duys
hetween the date of mailive of <abd notice of deficieney and the date
of il decision of ~aid hoant,

' » » 1



13

“This waiver supersedes the wuiver submitted on December 9,
1921, symbol T'T:CA 2115-6, which was submitted in answer de-
partment letter dated November 22, 1921

i o0 # * # ] *
*SEPTEMBER N, 1925,

CINCOME AND PROFEES TAN WAIVER FOR TANABLE YEAMS ENDED PRIOR TO
JANUVARY 1, 1h22

* Iy presuanee of the provisions of existing internal vevenue luws
the Hartfopd-Conneetient "Trust Company. a taxpuyer of Hartford,
Connty of Hartford, Conneeticut, amd the Commissioner of Tnternal
Revenue heveby waive the time presevibed by Juw for making any
assessent of the amount of income, exeess profiis, or war-profits
taxes due under any return made by or on hehalt of said taxpayer
For the year (or veis) ended Deeember 31019200 and December 31,
1921, under existing revenne aets, or under prior revenne aets,

»Phis waiver of the titme for making uny assessiment ax aforesaid
shall vemnin in effeet until December 31, 1926, and shall then expire
except that if a notiee of a deficieney in tax ix sent o said taxpayer
by registered mail before stid date and (1) no appeal is filed there-
from with the United States Board of Tax Appeals then said date
shall be extended sixty day=: or (2) i ai appenl is filed with suid
Bourd thensaid date <hall be extended by the number of days be-
tween the date of mailing of suid notice of deficieney and the date
of tinal decision by said bonrd.”

10, Following the action of the comniissioner in making addi-
tional assessmonts against plaintifl for the years 1919 and 1920,
plaintitFs aveorntant made an audit of its books und aeconnts, This
andit vevealed that plainti had been treating discounts as earned
ineoie hetore they were eavned. and had overpaid its taxes for some
veurs atdonnderpaid them for others, Said gecomntant advised a
change in its systenn - whereby diseoints would be plweed onan
acertial basix, TTe then consulted with representatives of the com.
wissioner in Washington, and ax a vesult plaing i filed amended
returns for 1019, 1920, and 1921, which were aveepted by the
vonptnissioner in Mareh, 1927

11, Said smended vetnens for 1919, 1920, and 1921 were filed by
plaintifl on or abowt Maveh 15, 1927, to which were attached elaims
for refund of its 1919 and 1920 taxes, amounting (o S1LOEL3Y,
which elaims were rejected by the commiissioner, Theveafter defend-
ant's field agent m New Haven, Connectient, was directed to make,
ated matde i examination of plaintif’s hook<. The findings of said
acent, which were approved by plaintitlh on May B 1927 ave as
follows:

° T
Vefstftion ] | Overadsesss

iy . et
Pty P 1ot en Decergber 41, 1910
190, .
e, LLUL0, IS
e . N\
| AAN

AU
!
1

Net overassessaent e e e
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This report was transiitted to pluintith by said agent on June 4,
1927, On Jaly 16, 1027, the commissioner wrote pluintifl in refer-
ence Lo thix report, in which he «nted that the disallowanee therein
was de to the fact that plaintifl’s claims for rofund had been filed
after the statute of Timitations had expived,  Plaintifl’s aceountant
then visited the Bureau of Interual Revenue nt. Washington for the
purpose of making conreh for the waivers filed by Maintill for the
years 1919, 1920, and 1921, A specinl searcher in tha bureau loeated
the waiver for 1919, filed on December 9, 1924, but the waiver for
1920 and 1921 was not found on file there,

[t was the custom in the bureat previous to 1028, when o waiver
was received, to attach it to the taxpayer’s return, stamping on the
yeturn receipt of the waiver. Lator the rule was changed and the
movements of the returu were stumped on a white eard, which was
vetained in the file, and the waiver was {hen sent to the proper dis-
triet file, When this latter system wis adopted waivers which were
previously attached to returns were not distirbed.  No record was
found in the burenu, either on the returns or eards, of the filing by
plaintill of waivers for 10149, 1920, and 1921, ‘

19, Should plaintift e entitled  to recover, it shonld receive
$41 014,39,

Respeet fully submitted.

Jons A, Bisori, Conemissioner.

T R C AR USRI AL




TREASURY DEPARTMENT
WASHINGTON
Mar 2B 1935

My dear Mr, Chairman:

I have your letter of Pebruary 27, 1935, fpansmitting to the Treasury Department
for a report, ocopy of 8, 2044 (74th Congre 1st Session), a bill for the relief
of the Hartford-Connectiout Trust Oom any, a corporation organised and existing
undor the banking laws of the State of Connectiout,

The bill would authorize and direct the Commissioner of Intornal Revenue to receive,
consider, and determine in accordance with law, but witliout regard to any statute

of limitations, any oclaim filed within six months from the passage of the Aot for

the refund of income and nrofits taxc. erronecusly colleoted for the years 1919 L
to 1923, inclusive, ' :

Returns vore filed by this taxpayer for the ycars in question in the usual mannex,

Upon final dotermination by the Commissioner of Internal Hevenue of the tax

liadbility for the years involved, it was found that the taxes for the period

July 20 to December 31, 1919 and for the years 1920 and 1923 had been overpaid, .
Claims for refund were filed by the laxpayer on March 18, 1987, after the g
oxpiratio: of the statutory voriod within which the full amount of the over- i
asscssnent Tor the ycars 1919 and 1920 could be allowed. The total amount of

the overpayment for the yoar 1923 was rofunded on the basis of the c¢laim which
was timely filed for that year, For the yenra 1921 and 1922 mdditional taxe:

wers found to be due but ticre were not assessed and colleoted Aue to the bar
of the statute of limitations which had operated againat the Government.

The taxpayer instituted suit in the United States Court of Claims for the
recovery of tle taxes overpaid for the period July 20, 1919 to December 31, 1919,
and for the year 1920, An officer of the corporation contended that he had

~ on September 8, 1925 signed waivers extending the seriod within which taxes N
for the y ars in cuestion could be amsessed and e¢nllected and lLad ~iven L
those waives to his secr:tary with instructions to file with the Collestor

of Intornal Revenus at Hertford, Connecticut, These waivers, if tiled, would

have extended the nerind within which a elaim could be £iled for the years

in question., The soocirl findings of fact of the Court of Claims on this

case (No, K=23) ntatcd in part as follows:

*There is nothing in the record of the office of the Colleotor
at lartfo'd to show that these waivers were ever received by tho
Collestor, and tlicre is no proof that they were transmitted to the
Com-issioner of Internal Revenue at Washincton, Nor is th re any
pronf that t!e walvers were filed in the Comrisrionexrts Office,"

The attention of the committee is 1:vited to the fact that the bi1l, 8. 2044,
a8 introduced would autterize and direct the Commissionor of Internal Revenue
to receivo, consider and d termine, in accor’ance with law, but without
regord to any statute of limitntione, any clain filed not later than six
months after tlhe ~assage of the Act, for t'e refund of income and uvro“ita

.
L



Honorable Pat Harrison
In re: 8, 2044 (Hartford-Oonnectiocut Trust Oo.)

taxes erroneocusly collected from the Hartford-Oon ectiecut Truet Company
for the years 1919 to 192%, inoclusive, While it is admitted that the tex s
for the years 1919 and 1920 have been overraid, it will also be seen that

a defioclency exists for the years 1921 and 1922, which ias barred from
collestion, The bill as introduced nexrmits the filine of claims for all
years but doss not »rovide for the ecollaction of taxes due for ‘those

years,

It has been the poliey of Congres to include in the levenue Acts limitation
provisions by the operation of which after a certain time 1t ia impossible

for the Opvernment to assess additional taxes f und to be due or for the taxe
payesr to obtain a refund of taxes overpaid, It frequently huppens that a taxe
payer finds himmelf barred by the operation of the statute of limitations from
securing a refund of an amount of tax paid in excess of what was dus, In suoh
cases, thc taxpayer often feels that he is entitled to get baok the amount
ovorpaid, notwithstanding the runnins of the statute of limitations, and bills
are often introduced in Congresz, seeki g relief, The gro.nd for relief
asserted i+ always that the amount of tax was in faot overpaid and that i¢

1s unjust for the Government to retain the money. After deliberate con-
sideration, the anawer of the Department has inveriebly been that to grant
relief in this type of case would be sontrary to the policy &the statute

of limitations and would opea the door of relicf in cases where the statute
operated to the prejudice of a rarticular taxpayer, while lerving the door
olosed to the Government in those cnmes in which the statute operated to

the disedvantage of the Government, The nosition which the Department has
taken and which Congrose has sanotioned, is that it is sound to have statutes
of limitations and that the policy upon which such statutes are based must be
adhered to, notwithstanding hardehip in a particular ecase,

The Treasury Departwcnt opposes the enactment of S, R044 for the rea ons
indicated above,

In the event further correspondence reclative to this matter becrmes necessary,
pleare refer to ITiE:RRR.

Very truly yours,

T. J. Codlidge
Acting Seoretary.
Honorable ¥at Harrison
Chairman, Committes -n Finance
United States Sennte,



LAW OFPICES

llolden, Gill & Flynn

780 MAIN STRRET

Benediot M. Holden HHARTFORD, CONNECTICUT

Thomas D. Gill

Danlel C. Flynn

Benedict M. Holden,Jx April 10, 1936

Honorable Augustine Lonergan
United States Senate
Washington, D. C.

Dear Senator Lonergan:

T enclose herewith a brief statement of the case
of The Hartford-Connecticut Trust Company against the Commls-
sioner of Internal Revenue.

I have had two or three talks with Mr. Ryrne
the President of the bank, and Mr. Shippee, and I admit that
we feel a bilt chagrined that this Kaminskl case has gone through
ahead of ours, particularly in view of the following facts «

(1) The Hartford-Connecticut Trust Company had
treated discounts as income before it was actually earned, and,
in 1926, it appeared that the prior tax had been paild in excess
of the amount properly due and that the discounts account should
be placed upon an accrual basis, and the Commissioner permitted
the taxpayer to file an amended return for the years affected
and accepted sald returns and audited the accounts of the tax-
payer and found that the Company had overvald 1ts taxes for
1919 and 1920 in the amount of {47,700,19,.

(2) On December 9, 1924, the plaintiff executed
a walver covering the calendar year of 1919 and filed it with the
Collector of Internal Revenue, extending the period of assess-
ment for one year after the expiration of the statutory period,
or to May 14, 1926,

(3) In response to a letter sent to the taxpayer
on January 12, 1925, from the Commissioner of Internal Revenus,
the taxpayer replied in part as follows =

"You also state that if we consent to the
extension of time for examination by your
Department that we should sign and return
the enclosed waiver. We note that there 1is
no form of walver accompanylng the letter,
but in a similar letter received from your
Department dated November 22, 1924, there



Honorable Augustine Lonergan “2e 4/10/38

was a form of walver which was duly
signed and returned to your Department
on December 9, 1924, agreeing to the
extension of time. Therefore, we do
not understand why we should receive a
gecond letter.,

"If possible, will you kindly inform us
if there ls anything else that you wish
us to do in relation to the matter.

(4) The Court of Claims found as & matter of
fact_that on September 8, 1925, the plaintl oy its Vice-~
President, executed waivers for the years }9% aed 1920
These walvers were deliverad by the plain 8 Vice-Fresident
o his Secretary with instructions to file them with the Col-
lector of Internal enue at Hartiord, The following day the
Secretary to the Vice~Erg§1§§§§ goEE the walvers to t%g office of
the Collector of Internal Revenue at Hartford an nded them
to the personal secretary to the Cgllec or. It wes the practice
of that office, when walvers were delivered to It, If they con-
tained numerals designatling the case, to put thée walvers 1n
an_envelope, place the numerals thereon and forward them b¥,maiI

o the Commissioner of internal RKevenue without & .atter C

transmittals but, 1If the walvers dld not contaln sald numerals,
they were Torwarded with a letter of transmittal,

(6) This finding of the Court of Claims may be
found on p. 3 of lta Speclal Finding of Facts. Your attention
1s directed to the fact that the above quotation was not con-
talned In the letter of March 25, 1935, from the Treasury
Department to the Honorable Pat Harrison, although in the last
paragraph on p. 1 of that letter, there 1s a quotation very
prejudiclal to the taxpayer which 1s found in the same paragraph
as the quotation contained in our letter,

(6) About the tire that this controversy arose
between the taxpayer and the Bureau of Internal Revenus, the
Bureau insisted that certain other walvers which the taxpayer
had executed were never filed and could not be found, but because
of the presistent demand of the taxpayer's asment and representa-
tive a continued search was maintained and the other walvers
which they first clalred. were not on the file were found in some
place to the taxpayer unknown and placed in the files. It was
brought out in the testimony before the Court of Claims and found
by the Commissioner that these cases were considered by the
Bureau as open cases, and, if walvers had not in fact been
executed and delivered to the Commissioner, the cases would not
have been so treated.

The only loglcal conclusion that can be reasonably
arrived at from the foregoing facts 1s that the walvers which
the Court found were in fact executed and delivered to the Collector
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of Internal Revenue in Hartford were sent by that office to the
Commissioner of Internal Revenue in ashington and in some way
mislald and lost.

The letter from the Commlissioner under date of
January 1l2th stated that the astatutory period -

"will expire presently and in order to avold
the necesslity of making an assessment prior v
to such consideration", etc,

This letter indicated a desire on the part of the Commissioner to
give this matter further consideration, and expressly stated that
he could not do so unless the taxvayer waived the statute. The
taxpayer wrote as stated ahove that waivers had been flled and asked
if anything more was required,

The asseasment could not have been made (because
the period within which an asseasment could have been made had
expired) - unless the taxpayer and the Commissioner waived the
running of the statute of limitations which expired "presently"
as above ghated,

Following the notice of the ad-iltional assessment
and before the running of the statute of limitations, it is the
practice of the Bureau to nlace those cases which are about to
be barred by the statute unon an assossment list prepared by the
Cormlssioner of Internal Revenue, si%ned by him, and forwarded to
the Collector for the district wherein the taxpayer resides for
collection. This procedure is mandatovry and must take place
before the statute has run., It was not done with this case and
no reason assigned for the fallure to do so. The_ waiver must
have been received and lost in the Commissioner's office,

—————

Thls case was never placed upon the assessment list
and subsequent to the notice of additional assessment a re-
examination was made by the Bureau, the result thereof heing re-
ported to the taxpayer on June 4, 1927,

The government's action in withholding the case
from tho assessment list could not have been taken unless there
was a walver on file,

Theroafter the Commisaioner of Internal Revenue
directed its fleld agent in New Haven, Connecticut, to make a
further examinatlions The result of this examination was reported to
the taxpayer and it was requested to sign an agreement that this
was a correct determination of the taxpayer's liability, and on
May 13, 1927, the taxpayer and the Cormissioner of Internal
Revenue entered into an agreement at the sugpestion of the Com-
missioner of Internal Revenue that the net overassessment for the
years aobove mentioned was $53,854.59. The report and the signed
agreement were forwarded to 'shington, and on June 4, 1927, the
taxpayer received a copy of the rerort and a letter from the

A

-
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Bureau of Internal Revenue, Washington, D. C., the original of
which was placed on file with the Commlssioner of Internal Revenue
and 1s still on file,.

The original returns in thls case show pin marks
where some papers were attached, and a white slip was pinned to
one of the returns, which white slip has the following penciled
notation =

"Sailver for The Hartford-Connecticut Trust
Company attached to this return,"

No walver was attached - nor any explanation offered
concerning the white slip.

During the hearing the trial Commissioner ordersed
the representatives of the Bureau of Internal Revonue to produce
the white cards, supposed to ccatain records of walvers, which
waa done.

The whlte card, which, it was claimed, contained a
record of waivers filed, did not contain any record whatever of
the waivers which were later found; in fact, nothing whatever
appears on these cards in reference to the walvers.

Last year we had a hearing on this claim by a Sub-
Committee of the Finance Committee consisting of Senators ‘Valcott,
Byrd and George, and after our hearing Senators George and Byrd
were very sympathetic with our claim, but felt that the matter
should be referredl to the Treasury NDepartment for another report.
This was done and the matter was referred to R. R. Reed, Technical
Advisor to the Deputy Commissioner of Internal Revenue, ile had
a confersnce with #r. Reed and he, too, was sympathetic with our
claim, but stated that as a matter of policy, no matter what the
facts were nor how strong the c¢lalm was, the Bureau of Internal
Revenue always recommended its rejection, The report was received
back by the Sub-Commitiee shortly before the close of the session
of Congress, and, because the time was very short, an unfavorable
re~ort was made on 1it,

The report from the Treasury Department, dated
March 26, 1935, whlch you handed to me on my last visit to
Washington 1s most unfalr, The letter states that for the years
1921 and 1922 additlonal taxes were found to be due from the tax-
payer, but were not assessed and collected due to the bar of the
statute of limltations which had operated apainst the Government,
The taxes that were due in 1921 and 1922 are deducted in full
from the claim which we are presenting. The Government will
receive 1ts proper credit for these taxes and the Treasury
Department knows 1it,
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IN THE SENATE OF THE UNITED STATES

IFesvany 26, 1935

Mr, Loxiraan introduced the following bill; which was read twice and referred

to the Committee on Finance

A BILL

For the refund of income and profits taxes erroneously collected,

1
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Be it enacted by the Senate and Iouse of Representa-
tives of the United States of America in Clongress assembled,
That (he Commissioner of ITuternal Revenue is hereby
authorized and diveeted to receive, consider, and determine,
in accordance with Tnw, but without regard to any statute
of limitations, any claim filed not later than six months
after the passage of this Aet by the THartford-Connecticut
Trust Company, a corporation organized and existing under
the banking laws of the State of Connectient, having its
principal place of business in Hartford, Comnecticut, for
the refund of income and profits taxes erroncously collected
from the said Hartford-Conneeticut Trust Company in 1919,

1920, 1921, 1922, and 1923,



") S, 2044
A BILL

For the refund of income and profits taxes
erronecusly collected.

By Mr. Loxercax

FEsBUARY 26, 1935
Read twice and referred to the Committee on Finance



_TRUASURY DMPAREMENT
 WABHLNGTON

O0ffioce of : :

gomniieeioner of Internal Revenue

ITt10A32111-0

The Hartford Oonnestiout Trust Company
780 Main Street
Haxtford, Connectiout

Sire -,

The determination of your income and ﬁrofits tax 1iabilit§ for the
eriod July 19 to December 31, 1919, and the calendar yeare 1920 to 1923
nolusive . in connections with the report dated June 4, 1927 submitted .

the Inbternal Revenus Agent in Oharge, New Haven, Oonnestiout, disoloseyy

overassessments agzregating $11,940.20 as follows T

Year Overassessment V;
Period July 19 to A g
December 31, 1919 $ 1,600,27 “

1920 2,666,368 .

1923 : 7,684,687 “
Total $ 11,940,20 R

Period July 19 to December 31,1919

Net loss reported on the smended return $ 72,828,082 3!
4 b “: ]
(1) Additional depreciation allowed 390,00
Net Loss amended $ 173,818,08
Bxplanations of ad justments %o
Net Loss

(1) An examination of your booke of aocount and records discloses
that the net loss reported on the amonded return 1is ocorreot with the
eggepgign of tho deduction claimed for depreciation whioh has been
ad justed,




%he Hartford Oonnectiout Truset Gompany # 2

Oomputation of Tax

Net Loas $ 73,818,082
Tax liability none

Tax assessed, Acoount #404111 9,895,13 .
Additional tax assessed, R
Ootober 1924, page 1, line 2 1,690,8%7 »
Total tax assessed $ 11,488,40 i
Tax liability / .none g4
Overassessment $ 11,485,40 ﬁg
Lesss %
Refund previously allowed 422,08 :
Net overassessment $ 11,063, 38 g
Overassessment outlawed 9,478,08 8
Overassessment allowable $ 1,590.87 %
%
1920 s
Net inoome reported on amended return $260,466,92 5%
Deduot: |
(1) Additional 1919 loss 390, 60 z
Net income adjusted $2350,086.42 ‘%

Explanations of Adjustments

to Net Inoome

(1) The additional loss for 1919 has been applied against tho
net income under the provisions of Seculon 204, Kegulations 46,

Invested capital

Oapitul stook $ 1,250,000,00
Surplus 1, 250 000,00
Undivided prgf%ts g99 398,77

otal 3,000,308, 77

® . | P

(1) Assets restored B1,788,31

() Securities rostored 14 433,15

(3) Overpayment of tax 15 068,48

Total $ 3,180,623,21 ;!




The Eartford Oonneotiout Trust Gompany # 3

Bought forward $ 5,180,683,31

duots ‘
‘lr 4) Yederal income tax $29,411.47 prorated $ 12,6393,99

55 Bank stook tax 41,414,683
se Unearned discount 197,781.,40
7) Adjustment for inadmissable asseis 28,821,869
» 280,411,91
Invested oapital adjusted $ 2,900,811,40

E}planation of Adjustments te
‘ Invested Oapital

(1), (8), (3), and (6) ad justments have been made for corrections 3

n the inoome and tax l1iability disclosed in the audit of the returns for 5
or years, since 1t 1s apparent that surplus as at Jamary 1, 1920 has -
en affeocted by this change. : i

(4) Adjustment has been made for the Pederal inoome tax for the ﬁro~
ceding year under the provisions of Article 845, Regulations 48,

‘. (6) Invested capital has been adjusted for inadmissable sssets under
the privisions of Artiocle 8562, Regulations 46,

Computation of Tax

Net Inoome $ 250,066,42
Invested capltal ©2,900,211,40
Qoess profits oredit 236,016,91 :
Brackets Inoome Oredit Balanoe Rate Tax
%ggegied

sapital $ 260,066,42  § 226,016,91 $ 16,049.61  20%  $ 3,009,980

@i tel profite tax $ 3,009,90




‘The Hartford,Uonneatiout Trust Oompany - #4

Brought forward

Net Inocome , $ 280,086,42
Lesss ﬁ
Interest onU.S.Obligationg :
not exempt 16,883,64
Sk o |
emption o
* 20,693, B4 s
Balance subject to tax at 10% 229,472,868
Amount of tax at 10% 22,047,890
Total tex liability ‘ 86,987,19
Original tax assessed 64,716,111
Additional tax assessed _£,665,36
67,380,477
Overassessment 41,483,28 :
Less: 4
Refund previously allowed 530,81 ‘
Net overassessment 40,892,47
Overassessment sutlawed 38, 287,11
Oversssessment allowable 2,605,386

1981 and 19282

The revenue agent's reports discloses a defioienoy for the years 1v2l

and 1922, However, sinoe the period in whioch additional tax for thase
years may be assessed has expired, no assessment may be made,

1923
Net income reported on the amended return $ 275,018,96
Deduots
(1) Capital items restored overstated 466,00
Net inoome adjusted $ 274,668,986




H.;itjj’* Lo
4
>

The Hartford Connectiout Trust Oompany - #B

Explanation of Adjustments to Net lnoome.
(1) An examination of your books of aoccount and records disoloses
that the amount of capital items restored to inoome on the amended
return is excessive and adjustment has been made aceordingly,

Computation of Tax

Net Income taxable at 12-1,2% $ 874,863,96
hmount of tax at 12-1/a% 34,380,80
Tax assessed $ 41,083,082 iy
Additional tax assessed 942,08 RS
_42.008,07 &
' )
Overasaessment , $ 7,684,87 ‘;%
Overassessment | A

The overassessments shown herein will be made the subjeot of certifi- M
oates of overassessment which will reach you in due ocourse through ‘the ¥
office of the Uolleotor of Internal Revenue for your distriot, amd will - -

be applied by that offioial in acoordance with Seotion 284 of the Revenue ik
Aot of 1926. : X

Your olaims for refund will be ad justed as {g;lowe:

v .

Yoar Amount olaimed Amount allowed  Amount re jeoted .-

Period Y - S

July 19 L &) ® .

to Dec, . , 0

51,1919 § 11,063,356 $ 1,690,827 $ 9.473,08 %

1920 41,168,61 2,660,36 38,603,28 ’
1923 7,627,770 7,684, 67 none

Under the provisions of Seation 284 (D) (1) no rafund may be allowed . -
after four years from the time the tax was pald or after five years from ¢
the time the return was due, unless before the expiration of these periods, t
8 olaim has been filed, It is noted that your olaims for refund were filed
on March 12,1927, after the expiration of the periods indicated, Therefor,
the allowances for 1919 and 1980 are limited to the amount of additional
taxes assessed in Ootober 1924, your olaims having been filed within four
years from the time the additional taxes were pald,

Respeotfully,
O4ReNash
Assistant to the Oommissioner,
By..
PORTER LINDER
Aotigglnoad °£~£§Yi?1°n R

L v ok, st EpE Sty
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The HartZord Oonneotiout Trust Company ¢
780 Uoin Stroetd ¥
Haxtford, OComnectiout ‘

e
s
T S

g

Sires

B ¥
A

The detornination of your income and Kro:rua tax liability fex the #
{::iod July 19 to December 21, 1919, and the oalendar years 1920 to 1928 .
1unve£ in gonneotions with the report dated June 4, 1927 suimitted

by the Internal Revenue Agent in Oharge, New Haven, Oommestieunt, nuum
overassesiments ag;rogating ;11,940,20 &8 follows i
Year Overassessaent k
Perind July 19 to
Degenber Ul, 1919 $ 1,590,27
1920 * 665,36
1923
Total ¢ 11,940.20
Period July 19 to Desember 31,1919 4
Net loes reported on the amerded roturn $ w8880t
(1) Additional deprecistion allowed 590,00
Net Loss amended & wvs.me08
Explanaticne of ad justments %o
Ret Ices

( J.L An examination of your book¢ of asaount and records discdloses
that the net loss reported on the amended return is correct with the
excootion of thoe deduotion alaimed for depreoiation which has deem

ad justed,




2he Bartford Donneotiout Trvet Oompamy # 8

Computation of Tax e
0 73,m208

. Het lLoas
T fax 11ability | newe
Tax assessed, Account $£404111 9,098,18
Additional tax ascensed,
Ootober 1924, pnge 1, line 2 BTN
Total tax assesced $ 11,488,480
Tax 1iability -t
Overassessmant $ 140040
Ie 3
1) %
Refund previously allowed 'GB#.Q S
Net overacsessment $ 11,063, 5
Overassessment outlawed
Overassessment allowahle 8 1,800,8Y ¥
‘ 1920
Not inocome reported on amended raturn $260,456,92
Deduots
(1) Additional 1919 lose — 80
Net inoome adjusted $860,066,42
Explanatione of Adjustmonts
to NHet Iuoome aue |
(1) The sdditional lose for 1919 has been applied against the
net inoome under the provisions of Sootion 204, Regulations &b,
Invested oapital
Capital stook
Snrg:hu
Undivided profits
Total
. Adds
51 Assets restored
£) Sesourities restored
(3) Overpayment of tax

Total
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Tho Hartford Oomieoticut Trust Oespsy # 5

Noaght forward

‘mwu

4) Pederal inoome tax $29,411,47 prorated §$ 18, 398,99

B) Bank stoek tax 41,414,063

6) Unearned discount 197,761,40
23,821,690

7) Adjustment for inadmissable assets - : U
—280,421,93
Invested oapital adjusted “ $ 2,900,811,40

Explanation of Adjustments te
Invested Oapital

(1), (8), (3), and (6) ad justments have been made for serrections . ;

in the inoome and tax 1iadility disclosed in the audit of the returns for £
%:'.lor years, sinoe it is apparent that surplue as at Jamary 1, 1920 has @
en affeoted by this ohange, - t,
(4) Adjustment has been made for the Federal inoome tax for the pre- é“

oeding year under the provisions of Artiole 845, Regulations 45, ok
@ (5) Invested oapital has been ndjusted for inadmisssble assets under
the privisions of Article 8652, Regulations 4B, L
4

Computation of Tax . _ %

Net Inoome $ 250,068.42 -
Invested oapital 2, 9002311“0 ‘
kxgess profits oredit 855,016;91 .. %
Brackete Inoome Oredit Balange  Rate Tax "
20% of
Invested ' . ~ '
oapital ¢ 260,066,42 $ 236,016,91 § 16,040.61 204  § 3,009,90 .

é profits tax 4 3,000.90



The Hartford,Oonneeticut Trust Oompany - #4

Mrought forward L | $ . 5,000.90
Bet Inoome . $ 280,066, 42
Lesns | i
Interest onU, 8,0bligatic o
not t 815,883, 64
Profite tax 5"009,90
RExemption 2
20,093,584
Balance subject to tax at 10% 289,472,088
‘Amount of tax at 10% 28, 947,29
Total tax 1iability 85,987,09
Original tax assesaed 64,715,11 e
Additional tax amsessed 2,665,236
67,380,417
Overassesement p 41,423, 88
Loss: 3
Refund previously allowed '&.ﬂ "?;ﬁ.‘
Net overassessment 40,092,47
Overassessment sutlawed 38,287, Ql -
Ovusrassessment allowable 8,685,56 i
1981 and 1928 .

The revenue agent's reports dlscloses a lefioiensy for the years 1921 v

anft 1922, However, sinoe the period in whioh additional tax for these
years may be assessed has expired, no assessment may be made,

1023
Net inoome reported on the cmended return ' $ 298,018,96
Deduact: -
(1) Capital items reatored overstated - 508,00
Net inoome ad justed $ 274,568.96

\
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The Hartford Uonneotiout Trust Company - #5

Explanation of Adjustments to Het Inoome
(1) An examination of your books of acoount and reaords disclomses
that the amount of oapital items restored to insome on the amended
retwn is exvessive and adjustment has been made accordingly.

Computation of Tax

Y
s X3
L
By
o
1
A

Net Inoome taxable at 12-1,%% § 274,663,986
Amount of tax at 18-1/wh 34,320,80
Tax assessed % 41,003,02 i
Additional tax assossed 942,06 ' ’ b
42,008,07

+ 12 . %;

Overassesament $ 7,604,87

Ovarapsessment

The overassessments shown hereirn will be made the subjeot of certifi-
oates of overassessment whioh will reach you in due course through the
office of the Uollestor of Intermal Revemue for your distriot, and will
X’t apgliggsby that offinial in ascordance with Seotion 284 of the Revenue

L] 0 1 [] )

Your olaims for refund will be ad justed as followss
Year Amount olaimed Amount allowed  Amount rejeoted

Period
Julg 19
t0 Deo, . ' . ) .
31,1919 § 11,063,356 $ 1,690,27 $ 9.473,08 i
1940 41,168,61 2,665,356 28,603,428 ".
1923 7,687,790 7,684,867 none

Under the provieions of Sestion 284 (B) (1) no refund may be allowed
after four years from the time the tax was paid or after five years from
the time the return was due, unless before the expiration of these periods, -
a8 olaim has been' filed, It is noted that your oclaims for refund were 2104
on March 12,1927, after the expiration of the periocds indioated, Therefox,
the allowances for 1919 and 1920 are limited to the amount of additlonal
taxes assessed in October 1924, your olaims having been filed within four
years from the time the additional taxes were paid,

Respeotfully,
CeRe Hash
Assistant to the Oommiseioner,
By -
PORTER LINDER
Aoting Head of Divisien




