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Mr, MdCtmhr.n, from the Comnnttee on Finance, submltted the
R co followmg

;ngxgﬁvw REPORT
' [To accompany H. R. 13775.]

Comxinttee on Fmance, to whom was referred the bxll (H R
137'75) 0 ‘amend, the revenue act of 1921 in respect to credits and.--
refunds ‘haying.. considered, the. same, adopt in part the House

ot - hereto 8 pended and ‘récommend the- passage of the bill with
difi amendments ‘the' amendiients - and reasons’ therefor being

set out st t,he close. of this'report, .
o [Home ROportNo ﬂﬁ letiiuventh Oougtm, fom'th sesuion.l

y .

The Commlttee ORKWII}'I ahd Meom, ‘whom was referred the bxll (H. R. 137755
to amend the: ‘revenue act; of 1921 iin reepect to credits and refunds, having had the
same :under, ‘consideration, . reporta’ it back’ to the ! House thhout smendment and
m?m?‘end&tl:a:ﬁthewbﬂl 2 pe;md th b 11 l 1 th riginal t

h:order that:the ¢ e:bi ma.ycearyappear e 0 tex

of section 252 of the reveriue‘act of 92{18 set out below, the.proposed ohanges being
indicated in italics; ‘the: part in italics being new mattér added:

. ¥ 8x0: 262,/ Thatif, upon examination of any return of income’ made ‘pummnt to this
Act, the:Actiof: August 5, 1909, entitled ‘An Act to.provide revenue, equalue duties,
and encourage:the industries of the United States; and for, other purpoees,’'the. Act
of:October 351913, entitled ‘An.Act to reduce tariff duties and to provide revenue for
the Government; snd:for, other jpurposes,’ the Revenue Act;of 1916, as amended, the
Revenue Act of 1917 or the Revenue Act of 1018, it appears that an ‘amount of income,
warprofits or; mproﬁ tax has been paid in excess of that properly.due, then,
notwithstanding the provisions of section 3228 of the Revjsed Statutes, the amount of
the excees shall be credited against any income, war-profits or éxcess-profits taxes, or
installment thereof,’then due from the taxpayer under any other return, and any
balance of such excess shall be immedmtely refunded to the taxpayer: Provided, 'I‘hat
no‘such’ crétr itiosirefiind shall be allowed or made after five ymrs rom the date 'when
the tetiitn was due; u’ﬂlem before the expiration: of such five yeurs a claim therefor is
filed: by the’ tdtpa ) or wnléss beford the wpwamn of ‘one year from the time the tax was
paid'a o 38’ filed by’ the tavpayer: Promdcdﬁmha “That if upon'examina-
tion ‘of dd ‘tot) of income made pm‘suant to the Revenue Act of 1017, the Revenue
Act of ‘1918, or ‘this’ Act, the ifvested capital of a taxpayer is decrease& the Comy
missiotiét, and sich décrease i is due to the fact that the taxpayer failed to mke adequate
deductions'in ‘previous years, with the result that an amount of income tax'in excess
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of that properly..die wak paid in’any’previous: year or years; ther, notwithstanding
any other fprovision' of law and regardless of the expiration of such five-year period, the
amoyntof such excess shall, without the filing-of any claim therefor,; he credited;or
refu,ndegi as provided in this section: And provided further, That nothing in this section
shall be' é6nstrued to bar from allowance claims for refund filed prior to the passage of
the Revenue Act of 1918 under subdivision (a) of section 14 of the Revenue Act of 1916,
or filed prior to the passage of this Act under section 252 of the revenuwe Act of 1918.

““Where a tax has been paid under the provisions of section 221 or 287 in excess of tha!
pro;ieerﬁ/ due, any refund or credit made under the provisions of this section or section 3228
of t evised Statutes shall be mnade to the withholding agent unless the amount of such
tax was actually withheld by the withholding agent.”

Concerning the proposed bill the following letter has been received from the Treas-
ury Department: : R

TREASURY DEPARTMENT,
Washington, January 13, 1923.
Hon. WiLLiaM R. GREEN,
Acting Chairman Commiltee on Ways and Means, ..
: : :House of Representatives,

My DeAr MRr. Green: I have your letter of January 12 requesting any comments
that I may care to offer with reference to a bill, H. R. 13775, “To-amend the revenue
actr ?lf 1921 in r?s eﬁt to cred(:its and rezmzn'd?“i’;ix Cor ; ,

_The proposed, bill amends section 252 of the revenue et of 1921 .in twp respects:
Fimt, bI;' bpl‘?)i'idiixg that a réfund or credit of income, ‘I\?va.r-g?roﬁts or ’e‘kégﬁsfpl?o’ﬁts thxtgs
may be made if claim therefor is filed by the taxpayer within one year from the time
the tax was paid even though not filed within five years from the time the return was
due, and, second, by providing that where a tax is erroneously or illegally collected
from a withholding agent the refund shall bé madé to the withholding agent unless
the amount of such tax was actually withheld by the withholding agent.

‘

Section 252 of the revenue act of 192} proyides that no credit or refund of income,

» i

war-profits or excess-profits taxes shall be allowéd after five years from the date when
the return was due unless before the expiration of such five years a claim therefor
isfiled by the taxpayer. . Section 3228 of the Revised Statutes, ag am,egdssi by section

1515 of the revenue act of 1921, provides that a claim for the refunding or créditin
of any intotnal-revenue tax erroneously or illégally dollected must'bé presented to'the
Cornmissionér of Internal Revenue within four'yearsiafter:theé paymeént of suchitax:
The présent ruling of the Treasury Department is that section 252 of the revenue act
of 1921 and pection 3228 of the Revised Statutes should be read together, and that a
refund or credit of income, war-profits or exgess-profits taxes erroneously or illegally
collected ma;rl be made if claim therefor was'filéd within four yéars aftér the tax was
paid although not within five years alter the return was due. The necessity for a
provision allowing the filing'of a claim within a given period after the tax is paid,
even though not within five years after the return was due, is-dpparenti::In the ¢ase
of an-additional assessment of income, 'war-profitd‘or excess-profits.taxes after the
expiration’ of ‘the fiveiyear period from the time when the return was due, which is
ermissible in cases where the taxpayer has waived his rights-under'the statute of
ﬁmit‘ation"s,, such assessment would be final when made and the taxpayer would:be
barred from filing a claim for refund even to 'form the basis for a suit at law for-the
recovery of the taxes paid. - The existing ruling of the Treasury Department, allowing
a taxpayer to file a claim within four years after the tax is paid.even though not within
the five-year period after the return wis due, is of very doubtful légality; and con-
gsequently it is’deemed advisable to clarify the situstion by means of legislation, dnd
provide unequivocally that a claim for refund or credit may be considered by the
department if filed within a given périod after-the tax was paid even though not
within' five years from the time the retutn was'due.- . i . .00 T
For the reasons stated above I approve the proposed bill amending:the revenue
act 6f 1921 both as to form and as to substance.. -~ .. . TN o ~

" Yours very truly, - TS FORL A
: , o ~A. W. Merron, Secretary.

H [ S o0 . o Lo T PR ¥ ,,1,;!,‘,_ gty Byt des -,,,;"‘
The purpose and effect of the bill is very. clearly shown in the letter of the Secretary
of the Treasury set out above.. The committee concurs in the reasoning of the Secre-
tary as to-the necessity of making the law definite so that the. taxpayer who has; by
ment with the Treasury, permitted the time for. the final assessment of the taxes
due from him to be made after the expiration of the five-year period, will not.be barred
from making a claim for a refund: when such assessment is made. and tﬁgimxpayer
alleges that :the assessment is. illegal. . While the Trw:gui' Department.js now, per-
mitting this to be done as a matter of common justice, the legal right to do so is ques-
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tionable. The committee belieyes that it is not necessary that the taxpayer should
have four years after such a payment had been made and considers one year sufficient.
That amount of time is aceordingly given by the bill to the taxpayer after the payment
in which to make his claim forarefund. . - & S o
The last paragraph of the bill relates to'cases where a tax has beenpaid by & with-
holding agent in excees ¢f that properly due without withholding the amount of such
payment from the interest:due the bondholder. = In such cases it is obvious that'th>
withholding agent, having paid.the tax, erroneously: coilected, out of his own finds,
should 'be.the party. to be reimbursed. ~Apparently such ‘was the intention:of the
eneral provisions with reference to.refunds. of taxes, as found in section 3220 of the
Revised Statutes as amended by the-act of: 1921, but section 252 of the act of 1921,
which,: so far as it ngpliee to such cises, is in substance the same as section 252 of the
act of 1918, might be construed to require this refund to be paid to the bondholder
notwithstanding he had not.:paid it in the first instance nor:bad it been- charged to
him or in any way deducted from any moneys or credits belonging to him, . .. -
.The language of the. bill makes it clear. that where the withholding. aﬁt;t'haa.not
withheld the amount of such tax from the amount due the taxpayer but: id the
tax erroneously assessed from his own funds the refund shall be made to the with-
holding agent. e P S : : '
On page 1; line 5, after the words “Section 252” insert “ (a).” .
The reason for this amendment is that in the amendments made by
the Finance Committee it was deemed advisable to subdivide section
252, as amended by this bill, into paragraphs (a), (b), (c), and (d)
in order to avoid.confusion in the administration of the same and to
clarify the fact that each section is a separate entity. o
On page 2, line 14, 'after the word " taxpayer”’ insert: "
exéept in‘those ‘cases where ‘the taxpayer has, prior‘to the expiration of five years
from the date when the return was due, filed a waiver of his right to hayé the amount
of inicome, excess-profits, or war;profits taxes due for the taxable year 1917 determined
and assessed within five years after the return was filed. In case of such waiver
credit or refund of the tax paid for the taxable year 1917 in excess of that properly
due shall be allowed or made if within six years from the date when the return was
due a claim therefor is filed by the taxpayer. o ,

The reasons for this éxception 'are set out in the brief filed by
Arnold L. Guesmer, who is chairman of the tax committee of the
Inland Press Association, and who was formerly chairman of the tax
committee of the American Newspaper Publishers’ Association:

MEMORANDUM AS TO AMENDMENT OF FIrer Proviso or SecrioNn 252, 1921 REVENUE
Acr -Mape By H. R. 13775, Passep BY House oF REPRESENTATIVES FEBRUARY
1, 1923. i :

The first proviso of section 252, 1921 revenue act, before amendment, reads as
follows:: - . coe : : ‘

“ Provided, That no such credit or refund shall be allowed or made after five years
from the date when the return was due, unless before the expiration of such five years
a claim therefor is filed by the taxpayer.”’ : ‘ L

H. R. 13775 adds to that language the words, ‘““or unless before the expiration of
one year from the time the tax was paid a claim therefor in filed by the taxpayer.”

EFFECT OF THIS AMENDMENT.

The returns for 1917 income were due in March; 1918. The payment of tax on 1917
income was made in 1918; some time between March and Junel. . The one year after
payment ‘expired: before the ‘five years after due date of the return: ‘The House
- addition is of no service in the numerous cases wherein thé taxpayer, due to the
universal difficulty with the new law and the new tax, returned and paid more than
he owed. It is of service only in those cases wherein the bureau claims the taxpayer
underreturned and underpaid and imposes an additional assessment several years
later. o P ‘
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'
«

THE PROVISO SHOULD BE FURTHER ANENDED.

. For reasons below stated there should be made to the proviso as amended by the
House amendments indicated in A and B beléw:: - - - - ~

A. An amendment in either the form of:(a) or (b) below: :
ga ' Substitute ‘‘seven’years'’ in the place of ‘‘five years’’; or
b) Add to the proviso as smended by the House the following: L
. ‘“In cases wherein the taxpayer, voluntarily or at the request of the Revenue
Bureau, has filed;: or shall hereafter file, a waiver of any statute of limitations running
in his favor and against the.Government, as to any year or years, such filing of waiver
chall itself, without further act, automatically bring about a waiver of any statutes of
limitation running against.the taxpayer and in favor of the Government as to siuch
year or years;'and the:taxpayer may, as to such year or years, file a claim for credit
or refund ;with tlie ‘same force and effect as if the same had been filed within the
five-year period above provided for.”’ - R : pot

B. There should be added ‘to the proviso as amendéd by the House the following:
- “If the taxpdyer; mistakenly or under protest;: makes or made ‘any overpayment
of any income and/or egmﬁta taxes, with or without j ties and interest thereon,
suit may be maintained therefor against the United States if commenced within two
years after disallowance, in whole or in part, of any claim for refund or for credit
thereof. The commissioner shall, within 90 days after any such disallowance,
notify the taxpayer thereof by mail.”’ :

SOME REASONS FOR THE ABOVE SUGGESTED ADDITIONAL AMENDMENTS,

1. As to additional time to file claims for refunid,—Under the law as it'stands, after
the House amendment, and as it dtood 'before, the taxpayer'is obliged to file his ‘claim
for refund within five years from the due date of return. The'returns on 1917 income
were due in March, 1918, This means that the time for filing claims for refund will
expiroin March, 1923, L G
. 'The bureau has found it impoaible {o complete its audits as to the taxes oh 1917
income, although ‘it hds made a special éffort 50 to do duting the last 'year. Tt has
been cbliged to ask numeroiis taxpayers to waive the statutes as to themselves with-
out, however, sny waiver on the part'of the Goyernment as to the statutes runniig

nst'it. The taxpayer is' urider the' same 'difficulty as ‘the Govérnment, =When

e 1017 revenue law was passed it introduiced a tax entirely new in this country.
The taxpayers liad to do the best they could in. filing their returns, The matter
wasso involved that they could not tell whether they were showing the correct amounts
or not. The résult is thit in many instancés the taxpayer had to ¢hoose between
underpaying or'dverpaying. He did not know whéther his 'shoﬁv‘iq&wu right or not!
In many instances there were ‘overpayments. . The extent of the overpayments
could be ascertained only by an extensive audit. In order to get at the capital
invested’ it was neccssary to audit. the ‘¢orpordtion’s books from the time it started
business. It was impoesible to do thatin 1917 or 1918 becausk everyone was busy
with other things arising out of the war and there were not auditors enough to do it,
and bemt‘ges the law was so little understood that taxpayers found it impossible to

nasmuch as the Government will require a considerable additional time to work
out its end of the 1917 taxes, the taxpayer will necesaarily need additional time.

It is important that the Government get the correct amount of tax due; it is also
important that the taxpayer get back any overpayment which he may have made.
If both the taxpayer and the Government could have gotten ready some.time during
the last five years, the situation would be different. The fact that:they could not
n:d ready within that time means that five years, under the circumstances, is
1 uate, R ‘

2. The statute says that the claims for refund and credit must be filed in accordance
with the regulations.. The regulations require certain data to ‘support the claim.
These data can be accurately ascertained only by an extensive audit, which requires
many morths to make.. Itis desirable that the ciaim when filed be fully, rather than
partially, '::fponed, ‘thus obviating thenecessity of the Government asking for
additional information and going over the case more thanonce,: . ~©. . ... ..

. 8. The Government, as a matter-of practice, protects itself againet a statute mnning:
againstiit by requiring the taxpajyer to waive the:statute of limitations. ' If he shoul
rofuse to waive, the Government could impose an additional assesement based on hasty
wark and hurriedly make an amply large assessment to avoid the statute running.

4. If the taxpayer waives the statute, then the Government may make oxtra assess-
ments and collect any additional taxes which may be found dus, but in those instances
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when the taxpayer has overpaid and has money coming from the Government the
statute runs against him, because the Governinent has not waived any statute of
limitations running against the taxpayer. That créates a one-sided situation. Cer-
tainly if the-Government has time without limit, because the statute was waived by
the taxpayer, to impose an additional assessment, the taxpayer ought to have the
same privilege to get back,an{ overpayments. At least he ought to have two addi-
tional yeats from now, ‘'when the Government is getting to a closing point on its 1917

work, within which'to protect himself.

5.1t is desirable that the taxpayer, in having his audit made for 1917, cover the
other eXcess-profits tax’ years at the same time. He thus presents only one case to
the bureau instead of first presenting a case involving 1917 only, and then coming in
with another case involving subsequent years under another act. If he covers all the
years in one record, the Government has only one record to go over and can cover all
the years at the same time. Thiari&gb.rticularly true, because the Government’s
determination as to the figures for 1917 has a crucial bearing on the capital figures for
subsequent years, and theé record for subsequent years will depend upon what is the
final disposition for 1917. Inasmuch as the taxpayer must have an audit made
properly to cover 1917, it is important that that audit cover subsequent years at the
same time. That saves work for-the bureau and work and expense for the taxpayer.

6. The taxpayer’s audit should logically come after the cne made by the Govern-
ment,; because. after the Government has made its audit thé taxpayer 1s called upon
lo Imeet many points appearing in the Government’s audit. .

7. The object, of course, is to give the Government every opportunity to get the
correct amount of taxes; and, on the other hand, to give the taxpayer the same oppor-
tunity, Whenever the taxpayer is willing fo waive time as ‘to the Government,
the Government ought to be.willing to waive time as to him, The law does not now
provide for such waiver by the Government, therefore it should be definitely made to
do so while the aboye section ig up for amendment. 1t is imperative that this be done
now, because the taxpayer’s rights will soon expire.. . _

8. As to time lo begin suit (see sec. 1818).—As the law now stands, a taxpayer must
commence suit within five years after the date of the overpayment. As to any over-
payment made in 1917, his time will expire in 1923. The payments for 1917 were
made between March 1 and June 1, 1918, There were many overpayments made by
many .concerns in that period. . = | T o ;

9. Even the taxpayer who has completed his audit and who has filed his case with
the Government, together with his claim for refund, will be obliged to sue the Govern-
ment some time belore June, 1923, The taxpayer does not know that his claim for

.refund is going to be allowed; he knows that he may have to sue for it. His time to
sue will expire within g few months. This will mean that in numerous cases suits
will have tobe started to protéct:the taxpayer. - , ,

10. Furthermore, section 1318 of the 1921 act provides that suit can not be com-
menced until & claim for refund has been on file for six months, unless the commis-
sioner renders a decision thereon within that six months.. This means that he has to
file his claim for'refund six months before the 'expiration of the five ycars for begin-
ning suit. In the case of the 1917 tax, if the commissioner has not passed oir the claim,
and if the taxpayer did not' file his claim for refund six months before June 1, 1923,
or earlier, he can not start his suit until after the five years has gone by, and then the
five-year limitation will preclude it. As a matter of fact, the taxpayer has only four
and one-half years within which to file his claim for refund or for ¢redit. '

11. The law ought not to put the taxpayer in.the position wherein he must sue the
Government before the Revenue Bureau has acted-on his claim for refund or for credit.
1f:{he section be amended, as above suggested, the taxpayer will not have to start any
suit, until after it has been definitely determined that the bureau has disallowed his
claim. e ought to have two years after such disallowance to begin that suit, because
during that two years further negotiations with the bureau may result in the case
being pettled without suit. - .. ..., « - . .. PR

'12. The object is, of course; to obviate, not to precipitate, necessity for suit. An
emergency exists requiring immediate amendment in order to accomplish that object.

. Special consideration ought ito be shown by the Government to ohe who ovzipmid
at a time when the Government needed the money. most. At least, he ought not to
be.subjected to a disadvantage ‘compared with one who happened to underpay.

“The foregoing brief of the case was submitted to the Treasury
Department for a report and in accordance thereto the Secretary
of the Treasury made certain recommendations which were embodied
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in the bill as shown by the following letter and the memoranda pro-
posing amnendments attached thereto: , o
TREASURY: DEPARTMENT, - co
‘ _ Washington, February 9, 1928.
_DEAR'MR! CHAIRMAN: I'am forwarding herewith drafts 'of three amendments to
H. R.'13775; to amend the revenue act of 1921, in respect to credit and. refund. I
understand that these amendments were suggested yesterday.at & meeting of the
committee, and I am glad to Be able to advise you that the Treasury offers no objec
tion'to them, :
" Sincerely yours, L _
o . A. W. MeLLoN, ‘
: S _ Secretary of the Treasury.
Hon. PorTeEr'J. McCUMBER, ‘ , .
‘ Chairman Commattee on Finance, United States Senate.

. PROPOSED AMENTMENTS 0 H. R. 13775.

© On ?age 2, line 15, strike out the words ‘‘one year” and insert in lieu thereof ‘‘two
ears,”’ : o R
y On page 2, line 14, insert after the word ‘‘taxpayer” the following: ‘‘except in
those cases where the taxpayer has, prior to' the expiration of five years from the
date when the return 'was due, filed a waiver of his right to have the amount of income,
excess'-;lroﬁt,s ‘or: war-profits' taxes due for the taxable year 1917 detérmined an
asse within five'years -after the return: waa filed, such credit or refund of the tax
paid for the taxable year:1917 in excess of that properly due shall be allowed or made
if within six years from the date when the return was due a claim’ therefor is filed
by»th'e'taxsa* er’ o o ‘

“That said’' H. R.:13775 be further amended by adding at the end thereof, after the

above, the following: s T LT T

- *“That section 3226 of the'Revised: Statutes, as amended by section 1318 of the
revenue act of 1921, is amended by striking out the period at the end of thé first para-

%mph -and inserting in lieu’thereof the following: ‘unless such suit or proceeding is

egun within two ’Fears ‘after the disallowance in whole or in part of such ‘claim for
refund or credit. The commissioner shall within ninety days after any such disallow-
ance notify the taxpayer thereof by mail.” ”’ ' : '
On page 2, line 15, strike out the word ‘“one” and insert in lieu
thereof the word “two.” : _ o K
This amendment is made for the purpose of allowing the taxpayers-
under assessmient of 1917 an additional year in which to file amend-
ments for refund of taxes and is given because of the fact that the

Treasury Department has not as yet been able to audit the returns
of the 1917 taxpayers account.
 On page 3, after line 8, insert: , -

- (b) That.inall cases where income has at any time been received by any ‘person
who-was or subsequently became anf_alien»'enemg or by any corporation ‘the majority
of whose shiares of outstanding stock was owned b raons - who were or subsequently
became enemy aliens and such person or:corporation has failed 'to pay any tixes &gf—
able under any reévenue act of the United States, or'such taxes have at any time been
paid by citizens of the United States or by ‘such.: corporatiofi'aftet the majority of ‘its
outstanding shares of stock has been purchased from the United ‘States or from some
officer or official’ of the United States by citizens of the United States or by a domestic
corporation' all' of ‘whoee outstanding shares: of stock: wete 'owned by citizens of the
United States, the Secretary:of th Elgl.‘retxa ury is authorized and directed, any statute
of limitations and section 3228 of the’ Revised Statutes to the ‘contrary notwith:
standing, ‘to_collect ‘such 'taxes out of ‘the - proceeds of any sales of ‘such:shares
of stock orothe!é)mpeljty of such person or corporation; or either of them, which have
become deposited in thé Treasury of the United States pursiant to law and to refund
to such:citizens of the: United ‘Statés or to'such corporationall taxes so paid by'them,
or ejther of them, snd charge the amounts so. refunded: against the proceeds of the
sales of such shares of atock or such other property so deposited in the Treasury of the
United States: Provided, however, That the amounts of such refunds shall not exceed
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the amounts of such proceeds of the sales of -such shares of stock or other property so
deposited in the Treasury of the United States pursuant to law: And prowvded further,
That if the amounts of such proceeds of the sales of such shares of stock or other prop-
érty so deposited in the Treasury of the United States pursuant to-law are less than
the amount of taxes payable under any revenue act of the United States, nothing
herein’ contained, after such proceeds are exhauated, shall be construed to prevent the
t:olle%tlion from sources other than such proceeds of any deficiency in such taxes so
Paya.e,.ﬂ" -‘ ’ ‘-:ki‘ ', l, . . V' P K % ‘.‘ N .

- This amiendment, is_incorporating in the bill S. 4318 as amended
by the Committee on Finance and which has been favorably reported
to the Senate. The reasons for this legislation: are contained in
Senate Report No.'1118 siibmitted by the chairman of the Committee
on Finance, which 'in part is as'follows:. ' .

o " [Benaté report No. :llli‘S,' Bixty-seventh Cdn’igféss’,’ f&lifth\'session.] . '
‘The:Committee on Findhde, to'whom was referred the bill (S. 4318) authorizing the
Secretary of the Treastiry to 1aake collections and refunds of taxes out of the proceeds
of sales of property held ini the Treasury, h’avinf ‘considered the same, report favorably
thereon with the recommendation that the bill do pass with' amendments. :
th’_!‘hq amfxidmenm and explanation of the same are set out in full at the close of
lstr'e‘p‘o-r!g‘. ot ' . ';;5,.‘“ . . S . . .
The purpose of the bill is to authorize the collection of unpaid income taxes on
income received by enemy aliens prior to the seizure of their property and the refund-
ment to American citizens out of the moneys so collected of any taxes paid by them
on'such incomye; v gl et Gt b ;
- “After the ~eﬁ;§y of the United Stateés into; the World War the })rdpertsf of énemy
aliens was seized and taken into custody by the proper officials of the United States
anid' some ‘of this' property was later sold to: citizens of the United States' dnd the

proceeds'deposited in ‘the Treasury.  In some cases it was discovered that the enemy,
aliehd‘»wﬂdsa‘égtopérty’thus seized and sold had not ‘paid income taxes on incomé
received 'by ‘them while théy owned or contiolled the pros)erty-, and under existing
legislation such income, taxes in the amount of several millions of dollars are uncol-
lectible from ‘the enemy aliens, althou%h‘the Treasury under the provisions of the
" revenue laws has ‘co’nig'ellé& payment by the American purchasers of a relatively
small proportion of such taxes, ..~ .+ . . ¢ - 3 e W IRe
The reason the major proportion of such.income taxes are légally uncollectible in
some cases under exiating legislation is that all the property in the United States of
the enemy dlieiis who réceived the income has been seized and sold, and althotgh
ordinarily under the provisions of the révenue laws the property of such’enemy aliens
or the ‘proceeds of ita sale would be subject to' distraint for nonpayment of taxes,
the provision in the trading with the enemy act that such property shall be held subject
to ‘such’disposition ‘‘as Congress shall ‘direct’’ has béen construed to nullify these
provisions of the revenue laws and to preclude‘collection of these income taxes out
of the moneys held by the Treasury Department as the proceeds of the sale of the
proglerty;of the enemy aliens who received the income. o L
d a&;a%e ssage 'of ‘this bill is recomménded with a view to remedying the situation
above described. 1t does so by 'authotizing collection of all income taxes on income
received by enemy aliens or by corporations controlled by eneémy aliens out of the
proceeds of the sale of property of such enemy aliéns or enemy alien corporations and
the refund to American citizens or ;corgotat,ions entirely owned by American citizens
of all such taxes which have been paid by them on income which they did not receive.
The bill effectuates one of the basic principles of the revenue laws that the ultimate
ayment of income taxes shall be made always by the real recipient of the income.
he bill has been amended in the following respects and for the following reasons: In
order to insure construction of the bill as an entity and preclude the poesible importa-
tion into the bill of limitations and conditions from other partsof the revenue acts deal-
ing with other and different situations, the word ‘‘case,’’ in line 3, on page 1, has been
stricken and the words ‘“‘all cases where” have been inserted in licu thereof. In
order to remove any bar to the action authorized by the bill by reason of lapse of time
the words ‘‘at any time” have been inserted in line 3, on page 1; after the word ‘‘has,”
and again in line 9, on page 1, after the word ‘““have,” and the words ‘‘any statute of
limitations and section 3228 of the Revised Statutes to the contrary notwithstanding”
have been inserted in line 5, on page 2, after the word ‘‘directed.”” In order to make
all proceeds of all sales, whether derived from the disposition of the property of enem
alien persons or encmy alien corporations, available for collection and refund in all
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cages where taxes have not been collected or have been paid by Americans, the word
“‘the” has been stricken in line 6,.0n page'2, and the word .“any"” inserted in liet
thereof;, and the word ‘‘sale” has been pluralized; and:the words ‘‘or either of them ”
have been inserted in line 7, on page 2, after the word *‘ corporation”; and the word
“hes” has been stricken in line 7, on page 2, and the word /‘have’ inserted in lieu
thereof; and.the words ‘“‘amount”.and {‘sale;”’ in'line 11, on:page 2; have been plural:
- ized. - In'order to make the language of the bill correspond with the usual languagé of
the revenue acts, the word ‘‘make” has been stricken in line 8, on page 2, and:the
word ‘‘refundment” has been stricken in line 9, Q'I‘l"Pﬁf 2; and the word “‘refund”
inserted in lieu thereof; and the word “of”’ has bees icken in 1iné'10, on ‘page 2
and 'theﬁvyordsi“,orimgpf theih ”inserted/in line 10, 6h pagé 2. aftér the Word * them.’
: In order ithat the bill shall not. authorize the :lp.ayment'of. #ny money out of the
Treasury other than moneys derived from the sale of alien enemy owned property,
and in order that the action of the Treasury in making ihe‘“gpllfié;xons‘authorized by
the bill shall not be limited after the'proceéds 6f thd sales of dlien ‘énemy property
hg.ve been e;hausted, thq words have been inserted after the word *States,’’ in line
1 ’Onp%e : ‘y - 'x(,, . L WL N CRE T [ N LR '
.. Provided, however, That the amounts of such refunds shall nqt.exceed the amounts
of such proceeds of the sales of such:shares,of stock .or other property so deposited in
the Treasury, of the United States pursuantto law:.And provided further, That if the
amounts of such ~;i§rocpeds of the pales of such shares:of stock or other property.so
deposited in the Treasury of the United, States pursuant. to.law: are less than the
amount of taxes payable under any revenue act of the United States, nothing-herein
contained, after such - proceeds- are. exhausted, shall be construed to prevent the
colle%fiiogx’ from sources other than such proceeds.of any deficiency in such taxes so
33’3 O e ‘.lff‘A’j,.f;' RS L L I L) R RTINS Ju.’;;;j st gt _k PR
P All of the foregoing amendments are either for the sake of clarity or.in accord with
considerations. of the. Treasyry Department, which did;not wish'to make any recom-
mendations with regard to the bill, and it is believed that with the foreﬁmng.%mend-.
ments, the administration of ;the.bill, is;properly, safeguarded. . The . bill -takes: no
money, out of the Treasury, but,. on.the.contrary, makes aviilable for,use by the
Treasury several millions of dollars over and .above:the proportionately small:amounts
_required to make the necessary equitable refundments to American citizens.

On piige 2, liris'9, before the'wotd « whetb” insert “(@).”
.This is merely to subdivide the seéction intoalphabetical subsec-

tions for the easy construction of the law. IR
At the end of the bill insert a-néw section, as follows: .
(d) That section 3226 of the Revised Siatutes, as amendéd by section 1318 of the
revenue act of 1921, is amended by striking out the period at the end of the first para-
iph and inserting in lieti thereof the following: ‘' unless such suit or proceeding is
g'e%un within two years after the disallowance in whole or in. part of such claim for
refund or credit... The commissioner shall ‘within ninety days after any such dis-
allowance notify the taxpayer thereof by mail.” . ..~ . ... = = .
* This is a new section amendiniz'séction 3226 of the Revised Statutes
to permit bringing suits within two.years after ‘the disallowsnce of
a-claim; the. statute of limitations notwithstanding, and is recom-
mended by the Treasury Department. -~ . oo ©
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